Complete the test then click on submit button, alternatively send it to francesco.luca@it.ey.com

The company X has been established in previous year. The following is the financial statements prepared at the end of the first period:



On 01/01 the company reversed the accruals recorded in PY

Description	Debit	Credit
Accrued expenses	400	
Interests		400
		
		
		
		


On 31/10 the company repaid the loan
Description	Debit	Credit
Loan	40.000	
Interests	2.400	
Cash		42.400
		
		
		




On 14/01 the company received an invoice related to energy expenses that were already been recognized in PY profit and loss and recorded to invoice to be received.

Description	Debit	Credit
Invoices to be received	1.600	
Trade payable		1.952
VAT Receivables	352	
		
		
		



On 17/01 the company received cash related to its trade receivables

Description	Debit	Credit
Cash	24.400	
Trade receivables		24.400
		
		
		
		


On the same day pays its trade payables

Description	Debit	Credit
cash		7.200
Trade payables	7.200	
		
		
		
		


On 24/01 bought a new warehouse at a cost of Euro 100.000 + VAT (22%). Payment is made by note payables for the whole amount. Expiration is after 12 months. The agreement provides monthly interests at a 5% rate per year, to be paid in two tranches every six months.
Tip: first the invoice
Description	Debit	Credit
Warehouse	100.000	
VAT receivable	22.000	
Trade payables		122.000
		
		
		


Tip: then the payment
Description	Debit	Credit
Trade payables	122.000	
Note payables		122.000
		
		
		
		



On 14/02 purchased goods on credit for a total amount of Euro 40.000 on credit.

Description	Debit	Credit
Goods	40.000	
Trade payables		48.800
VAT Receivables	8.800	
		
		
		


On 28/02 the annual shareholder’s meeting approved the FS and decided profit of the period to be retained into the company and reported within am equity reserve. In the same meeting a capital injection for Euro 100.000 has been decided. Capital to be paid by the shareholders within 30 days.

Description	Debit	Credit
Profit of prior period	6.700	
Reserve		6.700
		
		
		
		


Description	Debit	Credit
Account receivable against shareholders	100.000	
Capital		100.000
		
		
		
		



On 01/03 the shareholder X which owns the 70% of capital, paid its part of contribution as decided in the annual meeting.


Description	Debit	Credit
Cash	70.000	
Shareholders receivables X		70.000
		
		
		
		




On 20/04 the shareholder Y, that owns the 30% of the Company, communicated it has no intention to pay the contribution and communicated its decision to revoke its participation from the Company. Shareholder X accepted this communication and decided not to compensate the missed payment by Y. As a consequence, a capital reduction has been operated and X owns the 100% of the Company. Capital reduction has been paid after 10 days

X: paid 35.000 70% of capital --> 70.000
Y: paid 15.000 30% of capital --> 30.000
Promise to pay for 100.000



Description	Debit	Credit
Capital	45.000	
Payables vs shareholder Y		45.000
		
Receivables from Y		30.000
Payables to Y	30.000	
		



Description	Debit	Credit
Payables vs shareholder Y	15.000	
Cash		15.000
		
		
		
		





On 01/05 launched a new commercial campaign. The new offer includes:
Its products;
Installation;
A free maintenance for a 12 months period 
A discount of 30% for a new website to be provided by a third supplier
At the end of the year the Company:
Realized revenues for value of Euro 120.000 (100 items sold) + VAT (22%)
Based on historical information on market and on past experience for company, products they sell are likely to get low damaged on 10% of items and high damaged on 2% within 12 months. Cost for low damages maintenance is Euro 200. High damage maintenance costs Euro 1.000.
Based on market experience only 1% of clients will access to the offer related to website. Cost of website is estimated in Euro 100.

How many performance obligations are there?
1
 2
 3
 4
What’s the rationale?
Installation is not a separate performance obligation as this is not separable service and could not be delegated to other suppliers.







Allocate the transaction price

	Price per item	Quantity	Revenue	Allocated price
Product	1.200	100	120.000	115.900
Installation		100		
Maintenance		12	4.000	4.000
Website		1	100	100
Transaction price		100		


NOTE: These are all possible performance obligations. This is not the solution for 10.1

What’s the accounting?

Description	Debit	Credit
Receivables	144.000	
VAT payable		24.000
Revenue		120.000
		


Description	Debit	Credit
Maintenance provision	4.000	
Website	100	
Provision fund		4.100
		




On 01/09 launched a new commercial campaign. The offer includes:
Its products;
A 12 months free connection service to its own servers.
At the end of the year the Company:
Realized revenues for value of Euro 60.000 (60 items sold) + VAT (22%)

How many performance obligations are there?
1
 2
 3
 4
Are PO at a point in time or over a period of time? What’s the rationale?
PO related to products is at a point in time when control is transferred
PO related to the connection to service is over a period of time as the service is rendered for a period of 12 months


Allocate the transaction price. The price per unit for connection only service to its own servers is Euro 200 per year

	Price per item	Quantity	Revenue	Allocated price
Product	1.000	60	60.000	48.000
Connection	200	60	12.000	12.000
Transaction price		60		60.000



What’s the accounting assuming all connection services started on 30/09?
TIP: on sales
Description	Debit	Credit
Trade Reicevables	73.200	
VAT on sales		13.200
Revenues from product		48.000
Revenues from connection services		12.000


TIP: at year end
Description	Debit	Credit
Revenue from services	9.000	
Deferred income		9.000
		
		



On 31/12 the company has 40 items in its warehouse which price was Euro 200. Which is the accounting?

Description	Debit	Credit
Inventories	8.000	
Cost of goods		8.000
		
		
		
		



Prepare the FS

Balance Sheet
					
					
					
					
					
					
					
					
					
					
					
					
					
					
					
					
					


Profit & Loss
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Balance Sheet  

Asset  Amount   Equity  Amount  

   Capital  50.000  

Cash  81 .700   Profit for the period  6.700  

Trade rece ivab les  24.400     

     

   Total Equity  56.700  

     

   Liabilities   

   Loan  40.000  

   T rade  payables  7.200  

   Tax payables  200  

   Accrued expenses  400  

   Invoice to   be received  1.600  

     

     

     

Total Assets  106.100   Total Liabilities   & Equity  106.100  

  Profit & Loss  

Revenue    

Sales   20.000  

   

   

   

   

   

   

Expenses    

Goods   10.000  

Wages   1. 200  

Socia l c h arges   500  

Interests   400  

Energy ex penses   1.600  

Reduction   (400)  

   

   

Profit and loss for the period   6. 700  
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