
Unit 2 FAQS 

 

BL inc. adquired on 01/10/X0 merchandises to their suppliers for an amount of €35,423.14 (plus VAT -
€7,438.36-). The maturity is set in 6 months, including in the invoice interests for an amount of €1,350 (See 
table below).  

 Initial amount   EIR interests     Amortised cost 
31/12/X0   42,862.00 669.77           43,531.77 
01/04/X1   43,531.77 680.23           44,212.00 
The carrying amount of the supplier’s debt at December 31, X0 is: 
(a) €35,423.14 
(b) €42,862  

(c) €43,531.77 
(d) €44,212 

 

Explanation:  
According to the RMS 9.3, Trade payables shall subsequently be measured at amortised cost (RMS 9.3.1.2). 

Accrued interest shall be recognised in the income statement using the effective interest rate method. 

Nonetheless, payables falling due within one year initially measured at the nominal amount, in accordance with 

the preceding paragraph, shall continue to be measured at that amount. 

The amortised cost of a financial instrument is the amount at which the financial asset or financial liability is 

measured at initial recognition less any principal repayments, plus or minus any difference between that initial 

amount and the maturity amount recognised in the income statement using the effective interest method and, in 

the case of financial assets, less any reduction (directly or through the use of an allowance account) for 

impairment.Therefore, the value of the trade payable on 31/12/X0 is €43,531.77, measured at its amortised cost. 

The amount of the debt increases, since interests for an amount of €669.77 are accrued. 

 
 

When the company determines the amount of impairment by individually monitoring the balances of trade and 
other debtors, AT ANY TIME over the course of the reporting period, whenever there is objective evidence of 
impairment, the entity will reclassify the receivables as doubtful and will also recognize the estimation of the 
impairment loss: 
(a) crediting 436  Doubtful trade receivables  and 694 Impairment losses on trade receivables; debiting  490 

impairment of trade receivables  and 430 Trade receivables.  
(b) crediting 436  Doubtful trade receivables and 490 Impairment of trade receivables; debiting 694 Impairment 

losses on trade receivables and 430 Trade receivables. 
(c) debiting 436  Doubtful trade receivables and 694 Impairment losses on trade receivables; 

crediting 490 Impairment of trade receivables and  430 Trade receivables. 

(d) debiting 436  Doubtful trade receivables and 490 Impairment of trade receivables ; crediting 694 Impairment 
losses on trade receivables and 430 Trade receivables.  

 
Explanation:  

First of all the trade receivable is reclassified, since it is individually identified (debiting 436  Doubtful trade 

receivables and crediting 430 Trade receivables.). At the same time, we recognise the potential loss (debiting 694 
Impairment losses on trade receivables; crediting 490 Impairment of trade receivables).  

 
 

On 01/05/16, EU Inc. render services for an amount of €160,000€ (+ VAT 18%). The customer accepts a trade 
bill for the total amount, due date at 90 days. The entity discounts the bill at CC Bank. The bank credits the 
nominal value of the bill in the entity’s account, deducting €120 (+VAT 18%) –Bank commission for the 
transaction- and €2,000 for financial interests. If amortised cost is the criterion used to measure the debts arising 
from discounting trade bills, the balance of account ‘5208 Payables, discounted trade bills’ on 01/08/16-before 
payment- is: 
(a) €160,000 

(b) €188,800 

(c) €186,800 
(d) €0  

 



Explanation:  

If amortised cost is used, the initial amount would be 186,800 euros on 01/05, since interests have not been 

accrued yet. At maturity, just before payment, the liability would be measured at its amortised cost: 
188,800 euros –€2,000 of interests accrued-. 

 
 

On 01/05/X, EU Inc. render services for an amount of €160,000€ (+ VAT 18%), transaction supported by an 
invoice, due date at 90 days.  The entity submits the invoice to a factoring entity (Non-Recourse factoring  
transaction), which credits the nominal amount  of the invoice in the entity’s account, deducting their commission 
(€120 + VAT 18%) and €4,000 for financial interests. The balance of account ‘432 Trade receivables, factoring’ 
on 01/08/16-before payment- is: 
(a) €160,000 
(b) €188,800 

(c) €186,800 

(d) €0 
 

Explanation:  
A non-recourse factoring transaction takes place; the trade receivable has to be derecognised, since the entity 

does not any longer retain the risk and rewards of ownership of the trade receivable. Therefore, it has 

been written off and the balance of the account is zero. 
 

 
At the end of period 2010, BL inc. estimates, based on their business experience on prior periods, returns on 
goods sold and warranty costs of 5% of Merchandises sold revenues (€ 589,500). 
During 2011, Sales returns and similar transactions amounted for €26,900 (+ VAT, 18%) and warranty expenses 
amounted for €3,100 (+ VAT, 18%) –outsourced to an external company-, both paid in cash. 
At the end of period 2011, BL inc. estimates, based on their business experience on prior periods, returns on 
goods sold and warranty costs of 5,5% of Merchandises sold revenues. The net amount of Merchandises Sold 
revenues in 2011 is €602,700. At the end of period 2011, the entity will recognise a liability for the amount of: 
(a) €26,900 

(b) €30,000 

(c) €29,475 
(d) €33.148,50 

 
Explanation:  

Account (499) Provisions for other trade operations shows the provision to cover the expenses arising on returns of 

items sold, repair warranties, servicing, maintenance and other similar items.  Thus, the estimation of 2012 other 
trade liabilities is recognised at the end of period 2011 (5.5% of €602,700 = €33,148.5). 


