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Scenario 1: Exhibits

Exhibit 1: Acquisition of Peru Co

ﬂ 1. Acquisition of Peru Co E

— <+ Automatic Zoom =

Brazil Co is a competitor of Columbia Co. On 1 July 20X5 both Brazil Co and Columbia Co
acquired 50% of the 5 million ordinary $1 shares of Peru Co. The consideration paid by
Columbia Co consisted of cash of $8 per share and also a 1 for 20 share exchange when the
market price of Columbia Co's shares was $10 each. Brazil Co also paid $8 per share for their
interest but did not issue any shares to the original shareholders of Peru Co. The ordinary shares
of Peru Co have one voting right each.

Following the acquisition, Columbia Co had the contractual right to appoint 60% of the board
of Peru Co with the remaining 40% appointed by Brazil Co. Brazil Co has veto rights over any
amendments to the articles of incorporation and also over the appointment of auditors. Brazil
Co and Columbia Co each appointed one member to Peru Co’s senior management team. It
is the senior manager appointed by Columbia Co who makes the key decisions regarding the
development of Peru Co's new technologies, it's principle revenue stream, the markets that it will
operate in and how it is financed. The senior manager appointed by Columbia Co also provides
a supervisory role and has the right to request that significant activities get board approval, such
as imposing restrictions on Peru Co from undertaking activities that would significantly increase
credit risk.




Exhibit 2: Peru Co: net assets at 1 July 20X5

2. Peru Co: net assets at 1 July 20X5

Page — <4 Automatic Zoom =

The net assets of Peru Co reported in the individual financial statements had a carrying amount
of $32 million on 1 July 20X5. However, on the acquisition of Peru Co, the directors of Columbia
Co discovered the following

On 1 January 20X5 Peru Co acquired 6 million 6% coupon bonds for $6 million in an unquoted
company at par ($1). Bond interest is paid annually on 31 December. Due o a premium on
redemption the effeclive rate of interest was 8%. Peru Co has a business model to collect
the contractual cash-flows from the bonds and therefore measures them at amortised coslt
Columbia Co holds similar unquoted assets but has a business model whereby they may either
collect the contractual cash-flows or sell the asset. Bonds with a similar risk profile for a similar
quoted company were trading at $2 per bond on 1 July 20X5. A discount of 30% is considered
reasonable to reflect the difference in liquidity of the two types of bonds

One of the identifiable intangible assels of Peru Co at acquisition was a brand. The brand had a
carrying amount of $4 million on 1 July 20X5. Columbia Co has a similar branded product and is
therefore planning to discontinue the trade of Peru Co's branded product with immediate effect
The future cash-flows from the Peru Co's product post-acquisition are therefore considered to be
$nil. If the trade of the branded product were o be sold to a compeltitor in order to continue the
trade, it s estimated that it could be sold for around $5 million

Peru Co has several lechnical support service contracts for which there are outstanding
performance obligations at 1 July 20X5. Included in contract liability (deferred income) at this
date is a balance of $2:8 million in respect of these contracts. It is estimated that these conlracts
will cost $1:7 million for Peru co (and any other market parlicipants) to complete. A mark-up of
30% is considered reasonable for this type of contract

Columbia Co has a policy of measuring the non-controlling interest at fair value




Exhibit 3: Columbia Co: pension scheme

[E] 3. Columbia Co: pension scheme E

Automatic Zoom

Columbia Co has, for many years, operated a defined benefit pension scheme. At 1 January 20X5
the fair value of the pension scheme assets were estimated to be $260 million and the present
value of the pension scheme liabilities were $200 million. The total of the present value of future
refunds and reductions in future contributions (asset ceiling) was $20 million at 1 January 20X5.

This table provides details of the scheme for the year ended 31 December 20X5 when there was
a curtailment to the scheme.

Discount rate on good quality corporate bonds 5%

$(millions)
Current service cost 30
Cash contributions 21
Benefits paid during the year 25
Scheme curtailment (31 December 20X5) 28
Payment to employees as settlement for curtailment (paid 31 December 20X5) 16

At 31 December 20X5 the fair value of the pension scheme assets were estimated to be
$242 million and the present value of the pension scheme liabilities were $195 million. The total
of the present value of future refunds and reductions in future contributions (asset ceiling) was
$25 million at 31 December 20X5.

Columbia Co intends all new employees to be offered a defined contribution rather than a defined
benefit pension scheme. Contributions of $0-5 million were paid into a defined contribution
scheme for new employees over the last 3 months of the year.




0T

‘(s)uondo ssuodsal ussoy inok uiym syuswadinbad uonsenb syl JBMSUR 0} PaSN 89 PINOYS UCIIBLLUOUI SIY]

‘RBojouyas] UIBYINI0|g 10 uonejusis|dwl au] Ag paleald Sanss! [BaIL1e 8Y] INOGE uoneuojul sspiaoid — ABojouyas) uieyo0|g €
“fouaLinooldAn e ‘uioong Joy sBUBYIXS Ul S8IBYS g pue 7 SSB|D JO 8es U} sule|dxs — $a1eys g pue  SSe|D 'z
ISSILULLIODBP BU} S8QUISep — seulw Jo Bunss) wuswiiedw) |

‘sauIL 8y 4O Justuiedwl su uo 1edw [enuslod S) pue eIl $,07 YINWSIG uim pejelnosse uojsinoad Bul
uonsanb sy} 0] JUBAS|SI UOIIBULOJUI SPIAOID ‘USSIDS 8U) JO 8pIS PUBY-IS| 8U) UC S|qE|IBAR ‘SHGIYXa Buimo||o) sy

*[X0Z JoqwiaaQ L¢ SI pua Jeak oy JUSWISSAUL IIBUL Uo winjal e se spoeloid Buiuiw woly sBuiuies aalaal 00 yinwsig Ul si0jsaau] Auedwod Buiuiw e si o) yinwsig

19ayspeaids R

1ossavoid prom [

suondQ asuodsay

[sxaew g) swwawannbay (5)
sjuawsaiinbay

ABojouyaal uleyayoo|g "¢ _M_

saleys g pue y sse|) 7 _M_

sauw jo Bunsal Jusuuredw *| _M_

sHquyx3

Ped yme1ss 2 Jojeinaje) [E] ybnoipayins 1 wbiybiy 4 [ ] 1oquis ¢

(snqe|ids Lz/0z) LZOZ 2unriy2iel INFHES

U9a.ds |enniuj — ¢ olueuads



11

(sxrew 7)

‘uoIssnasip ayl 1o Aujenb sy Joj (2) Yed ul papieme aq |Im SYIBL |BUOISSSI01d

(SyJew g)
‘SaNss]

8s8U) aAj0Sal 0] palapisuod ag pinoys yaiym suonoe ajeldoidde Aue Buipnjoul ‘Jo12alip 92uBUL 8} pUe JUBIUNOIJE
12142 a3 yjoq Jo} ABojouyaa) uleyayoo|q ay) jo uonejuawsa|dwi ayy Aq pasiel sanssi [edIyle ayl ssnasiq (2)

(syiew g)
"uoneluasald SJUSWNISU| [eIoUBUIL ZE
SY1 YlIm 22ueplioade ul Ajjigel) 1o Ayinba Jayllia se pauisse|d aq p|noys saleys g pue y sse[o ay} Jaylaym ssnasig (q)

(syiew g)
"SaUIW ay} Joj sso| Juawredw ue asiuBooal pjnoys 09 Yynwsig Jaylaym ‘suone|najed ajqens yiim ‘ssnasiqg (e)

H _M_ (sysew 7] sjuswannbay @_

wu:w—‘:wh_:_uwh :¢ OlJeu9ds§



Scenario 2: Exhibits

Exhibit 1: Impairment testing of mines

[E] 1. Impairment testing of mines

Automatic Zoom

At 31 December 20X7, Bismuth Co owns mines which have a carrying amount of $200 million.
The company has committed itself to decommissioning its mines at the end of their useful life
(five years or less) and has created a decommissioning provision of $53 million. However, the
directors are unsure how the decommissioning provision will impact on the impairment testing
of the mines. At the end of the useful life of a mine, its reusable components will be dismantled
and sold.

The following information relates to the decommissioning of the mines at 31 December 20X7:

$ million
Carrying amount of decommissioning provision 53
Present value of future cash inflows from:
sale of reusable components at decommission date (inflows) 20
sale of mining output from 31 December 20X7 to decommission date (inflows) 203
operating costs from 31 December 20X7 to decommission date (outflows) 48

12



Exhibit 2: Class A and B shares

|E| 2. Class A and B shares

4+  Automatic Zoom 3

Bismuth Co has 1ssued two classes of shares, class A and class B, in exchange for a
cryptocurrency, Bitcoin. Both types of shares permit the holder to vote and give an entitement
to ‘rewards’. Bismuth Co has discretion over whether 'rewards’ are payable on class A and
class B shares. Bitcoin can be readily converted into cash in Bismuth Co’s jurisdiction.

Class A shares are redeemable at par in the event of Bismuth Co obtaining a listing on a formal
stock exchange which is highly probable. On listing, Bismuth Co has a choice as to the method
of redemption either:

(i) cashto the value of 1 Bitcoin per 1000 class A shares, or

(i) shares to the value of 2 Bitcoins per 1000 class A shares.

Note: 1 Bitcoin equates to approximately $12,000

The share settlement option, oplion (i) above, would involve exchanging class A shares for the
equivalent number of class B shares. Class B shares have never fluctuated in value,

Bismuth Co is not compelled to redeem the class B shares but these shares do contain an
option allowing Bismuth Co to repurchase them. However, if within two years, Bismuth Co fails
to exercise its call option on the class B shares, it must pay an additional reward to the holders
of class B shares

13



Exhibit 3: Blockchain technology

Hﬂ 3. Blockchain technology

4+ Automatic Zoom =

Bismuth Co plans to implement Blockehain technology to store all of its data relating to its
mines, trading and to certify the ethical sourcing of all its raw materials. The chief accountant,
Ms Pleasant, is currently developing a blockchain technology that will be filed for patent.
Ms Pleasant has only recently taken up the post and has discovered that work done at her
previous employer, Gypsam Co, Is relevant to the project. If Ms Pleasant discloses this
information, it will compromise a patent process at Gypsam Co but will consolidate her position
as chief accountant in Bismuth Co. When she left the employment of Gypsam Co, she signed a
confidentiality agreement but the clauses were not clear or specific about what information could
be shared and with whom

Ms Pleasant has significant knowledge of Blockchain technology but the finance director,
Mr Fricklin has limited knowladge of it or the new business model that Bismuth Co is trying to
develop. Mr Fricklin has told her that there is no need to spend a significant amount of time
creating a technology to ethically source materials. Ms Pleasant is worried about Mr Fricklin's
lack of technical and legal knowledge as she feels that it will affect the development of the
technology. In addition, some of the data concerning ethically sourced materials has gone
missing and she thinks that Mr Fricklin has erased the data to try and sabotage the project.
Mr Fricklin has told the Board of Directors that he has an ‘in depth knowledge' of the technology.

14
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Scenario 3: Exhibits

Exhibit 1: Software contract and updates

E] 1. Software contract and updates
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On 1 January 20X7, Sitka Co agreed a four-year contract with Cent Co to provide access to
licence Sitka Co's software including customer support in the form of monthly updates to the
software.

The total contract price is $3 million for both licensing the software and the monthly updates.
Sitka Co licenses the software on a stand-alone basis for between $1 million and $2 million over a
four-year period and regularly sells the monthly updates separately for $2-5 million over the same

period. The software can function on its own without the updates. Although, the monthly updates
improve its effectiveness, they are not essential to its functionality. However, because of the
rapidly changing technology in the industry, if Cent Co does not update the software regularly,
the benefits of using the software would be significantly reduced. In the year to 31 December
20X7, Cent Co has only updated the software on two occasions. Cent Co must access the
software via the cloud and does not own the rights to the software.

18



Exhibit 2: Part-disposal of Marlett Co

E 2. Part-disposal of Marlett Co

Page Automatic Zoom 3

Sitka Co prepares separate financial statements in accordance with I1AS 27 Separate Financial
Statements. At 31 December 20X6, it held a 60% controlling equity interest in Marlett Co and
accounted for Marlett Co as a subsidiary. In ils separate financial statements, Sitka Co had
elected to measure its investment in Marlett Co using the equity method. On 1 July 20X7,
Sitka Co disposed of 45% of its equity interest in Marlett Co for $10 million and lost control, At
the date of disposal, the carrying amount of Marlett Co in its separate financial statements was

$12 million. After the partial disposal, Sitka Co does not have joint control of, or significant
influence over Marlett Co and its retained interest of 15% is to be treated as an investment in an
equity instrument.

At 1 July 20X7, the fair value of the retained interest of 15% in Marlett Co was $3-5 million.
Sitka Co wishes to recognise any profit or loss on the disposal of the 45% interest in other
comprehensive income.

19



Exhibit 3: Acquisition of Billing Co

[F) 3. Acquisition of Billing Co

Page — <4 Automatic Zoom 3

Sitka Co has acquired two assets in a business combination with Billing Co. The first asset is
‘Qbooks’ which is an accounting system developed by Billing Co for use with the second asset
which is ‘Best Cloud’ software. The directors of Sitka Co believe that the fair value of the assets
is higher if valued together rather than individually, If the assets were to be sold, there are two
types of buyers that would be interested in purchasing the assets. One buyer group would be
those who operate in the same industry and have similar assets. This group of buyers would
eventually replace Qbooks with their own accounting system which would enhance the value
of their assets. The fair values of the individual assets in the industry buyer group would be
$30 million for Qbooks and $200 million for ‘Best Cloud', therefore being $230 million in total.

Another type of buyer is the financial investor who would not have a substitute asset for Qbooks.
They would licence Qbooks for its remaining life and commercialise the product. The indicated
fair values for Qbooks and Best Cloud within the financial investor group are $50 million and
$150 million, being $200 million in total.
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Scenario 4: Exhibits

Exhibit 1: Non-current assets

|E| 1. Non-current assets
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As a result of the natural disaster, the share price of Colat Co has declined as a significant
amount of non-current assets were destroyed, including the manufacturing facility. In addition,
Colat Co has suffered reputational damage resulting in a decline in customer demand.

The non-current assets of Colat Co that were destroyed had a carrying amount of $250 million
on 31 October 20X7 and the fair value of these non-current assets was $280 million based
on an independent appraisal shortly before that date. In addition, Colat Co determined that a
power plant will have to be closed and decommissioned earlier than previously expected. The
remaining useful life of the power plant has reduced from 25 years to 8 years. Non-current
assets are valued using the cost model.
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Exhibit 2: Other natural disaster consequences

M 2. Other natural disaster consequences

Page 4  Automatic Zoom =

Other natural disaster consequences
Environmental damage and government compensation

Colat Co has, in the past, repaired minor environmental damage that it has caused but it
has never suffered a natural disaster on this scale. There 15 no legal obligation for Colat Co
to repair and restore damage caused by the disaster as this will be the responsibility of the
government

The government announced on 1 December 20X7 that there would be compensation of
$50 million available to repair the environmental damage only and that companies should apply
for the compensation by 31 December 20X7. By 1 March 20x8, when the financial statements
were approved, Colal Co had only received an acknowledgement of their application bul no
approval,

Hedge of commodity price risk in aluminium

Colat Co hedges commodity price risk in aluminium and such transactions were classified
as 'highly probable’ in accordance with IFRS 9 Financial Instruments. However, the purchases
which were considered highly probable prior to the natural disaster, are no longer expected o
oCCur

Potential insurance policy proceeds

Colat Co's insurance policy provides compensation for losses based on the fair value of
non-current assels, any lemporary relocation costs estimated at $2 million and any revenue
lost during the two-month period from 1 November 20X7. At 31 December 20X7. it is unclear
which events and cosls are covered by insurance policies and significant uncertainty exists as
to whether any compensation will be paid. Before the financial statements were approved, it was
probable that the insurance claim for the loss of the non-current assets would be paid but no
further information was available about other insured losses.

The insurance policy does not cover environmental damage which is the responsibility of the
government
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