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QUEST!ON ONE ASSESSOR'S ASSESSOR'S

9012 2003 and 2004, By using the reporing [

Healthy Greens is a marke’ic gardening business owned by Maia that supplies salad eric (i conc {,,Fi j ,]“ D en (;’.! (FS “IUC H hy ( TP W h en
greens and other vegetables to local restaurants and hotels on the west coast of the - P ' cooTT o
South Island. | ; using Ihe qualedsfahive  characfershc ,@f.fomg;_.@fqm_{fy-
Maia has been in business for three successful years. In October 2014, Maia was given a o ‘Thi S S bL’ couse  In fGVW}CH Fen fS m Q{e uUse (— U j [ h en
bank loan to finance the purchase of a new delivery truck after she provided the bank 5 ST T T T o P
manager with the following information. I i f | S (¢ mdf? Gre d_ } 0 i i(i v ( armda h G O‘[ ({fé[(’ﬁ’(’ﬂ {
- entities or compared to similar infamafin of fhe
Healthy Greens - ‘ ‘ )
income Statement (summary) for the periods ended March . SG me ¢n ‘ny FU( {1 ('! lﬁ:{" i”("()} i’@F Cfi’lii !’LC} ;jj,‘(_’{y’ C’(’! O'f 0{9 j(’
2012 2013 2014 In fmis case, the Bank manager  can (¢ mpare
$ $ s - Healthy  Greens income st ﬂf erment, regarding the
Sales 24000 32000 41000 o same informatiecn of profir for gach year. By
Total expenses 12200 13300 15300 d(ﬁi f’}__g_ “/'HSJ HWE bf’{' ﬂf? main C‘g{ Footon red Cﬂ fJe f/"(??t
Profit for the year 11800 18700 25700 the profit hus supstanc Ciﬂ_&" increased  from 2042+ \
2015 - 2004, This has @ pos:l:ve chn Mao a5
(a} Justify how important the information in Healthy Greens Income Statement was to Maia's ST '

bank manager when he considered her loan application. HEE bL cd U}({ h(" bug'g Nes S'J‘ p; o i} h (15 fheeedly Ci fh A
In your answer, explain: i & _ _ : e
kriifee  (F More [ely for  the bank

the purpose of the Income Statement “*“” VIR NAS T
how the reporting period concept has been applied - | Mman (j J ¢r fO gf ant h ¢F a fgan {‘O ![f Nince

how the qualitative characteristic of comparability enabled the bank manager to make |-
_ the loan decision, with examples. }hg prLH ase of O pew d( five fj j( U(,/?
The purpoie of  Gn Y9 in(ome statement 1 Foo | ,_

megsvie The pro!ff/lC‘JJ for  fhe period [ can
be seen lhat fthe profit for  Health hy Greens
has increased From 20i2 (§11 §00) fo 2003
(§1§ 700) and haj ncreased agan w204 fo
525 700 which har 0 posdive effect on Hm/lh/y
Creens. The reporting period states  that  fthe
bransackions or other evenfs that have occored
will be dwvided inte nomnated  hime penads.
In Heaulthy Greens income  statemeni  the
profif - for dhe year is  dwided info  fhe
Hme perods for the perieds ended  March in //
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Following is an extract of the Statement of Financial Position for Healthy Greens
showing the loan that was approved by the bank manager.

Healthy Greens
Statement of Financial Position (extract) as at 31 March 2015
Note $
Non-current liabilities
Loan 4 20000

Note to the Financial Statement

4. Loan
The loan has an interest rate of 10% and a maturity date of 31 March 2020

(b)  Justify why Healthy Greens has reported the loan in the Statement of Financial Position
(extract) as a $20000 non-current liability.
In your answer, explain:

using the definition of fiability, why the loan is a fiability

how the qualitative characteristic of faithful representation is being met by reporting
the loan as non-current.

A /labf&/liy is the fulure ouifion of rejourcey

embodying Jhe etnamic  benefit  that an

¢Ntty prejently obhdged fo make to fher
entities as o reguit of g past Ffransaction
Healthy  Lreeny foan 15 @ !;'c;br/ffj?z as  if
5 meney fhat the  business il have o
pay back to Jhe bank over fime. The nofe

stales that  when  PAYmng the foan bacte,

Heq th Greens Joan has an inferest rare  of /-
and G malerity  dafe  of 3 March 1020
meaning that  the foan  Shevid  be pad ol
by that date. The loan 15 considered  to be
G Nen-cuivent labile j became i il b(’
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Healthy  Lreons eccnomic  henefif as n meney comt
s pretit for  Healthy  CGreens will have fo
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During the year end,e'ci- 31 March 2015, Maia e

_. xpanded her business to supply more
festaurants and hotels in the South Island.

This has resulted in Healthy Greens accounts receivable asset increasing.

(a)

Justif)//\’;vhy accounts rec

in your answer, explain:
using the definition of an asset, why accounts receivable is an asset

/ how the asset accounts receivable can be measured reliably.
Assets pre fhe folure ecnamic benefirs  fho

Ure  presently  controfled by the eniifty gy g
rescit of @ past tranmsactian. RAccovnts recovabie
San agsef  because Heallhy — Greens s

fecewing  payments  from (ustomers for  her
prodvets  of saiad Greens

eivable is an asset for Healthy Greens.
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which incredses the economic benefif of Healthy
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Maia’s accountant adviséd her that with accounts receivable increasing, the allowance

for doubtful debts needed to be adjusted to 2% of accounts receivable for the year
ended 31 March 2015

{b) Justify the ;éﬁorting of the adjustment of the allowance for doubtful debts to 2% of accounts
receivable in the financial statements of Heaithy Greens.
In your answer, explain:

(Using the definition of expense, why doubtful debts is reported in the Income
Statement

how the qualitative characteristic of relevance has begn applied in the reporting of
accounts receivable in the Statement of Financial Position.

Capense is a (ecrease i the  economic benehif
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QUESTION THREE

The total amount spent on diesel for the Healthy Greens delivery truck during the month
of March 2015 was $250. Maia estimates that she used $50 of this amount for a- personal
trip to Greymouth.

Justify how Maia will report the $250 spent on diesel in the financial statements of

Healthy Greens.

In your answer, explain:

o using the definition of revenue expenditure, how the $200 spent on diesel will be
reported

. using the entity concept, how the $50 spent on diesel will be reported.

(@)

4 (onfinoced
Menh ey O

/7;, T / ?%‘awc;g

¢y cirolfine
ieind S hof  tondt
\ LTS f«/%f//? ’//’Lm% «

e dlonemic

m&/ N 7LOJ i)

15 L Mlerr L /(/%mé/f/wt s ) pagmban fla O

W!'sz/'@‘ 0/ Y2 /4_&4,:{7[ %&lt /[.i,% Qﬁﬁbéf Ly 711""-"-15»4— oy fliwsnt ff"‘cﬂ

ASSESSOR'S
USE ONLY

bore il of B 4

- 7 , ; dicde n i
el e Jn M cuc, e %{* C CAFEANT ol
i

""" e
oN g 51/6/’4”1&‘"& /s ong fearrn oeeg iy — /[\éfvf‘t P @%i‘;@@“} %
. SN . N
N M W’H‘f"i’ Jo wdd (e ,;é!”fizjic/‘é, /L ez lome. ,5/1517_ f - “’fj:{
( /?/L@ Mf;é, Zm{f‘f/ﬁ‘ g e /7%/ a @/CMWJ A i/
Ahels  Goe foo Jeprsde fianciol ﬁij o peyene
/ i : // - ; £33 /)Q—(L I i-‘ff ‘ S
o e e é/kw :/7“"”“‘ fo [
/74&/16’ 7, s eitfy/  Whge 7//%@ Hn i
by lapesries Lok will B w0 dpiips SR Y
b Sl cleﬁfuﬁw of o e Lopinit oAedive 4 %i B |
// r¢ net g ,&éf"?é’fl?_u&/lD*’_\_. /Zo ﬂu_ G ﬁh&/‘ﬁ“ﬁv“‘;: e i‘_%}

)53 L Maie /%vfw?fc/ Lrrecgn AT (Vg Y

s A Q”% (e &&f?@%{ < N

LA

= £y

5
e,

Crpzens

Vel Praccial sbedeninin -

Accounting 91174, 2015

On balance day, 31 March 2015, Healthy Greens GST payable was $1000, and Maia had
the following invoice for salad greens sales on hand.

Healthy Greens
800 Karamea Highway, Little Whanganui

13368

Three Brothers Hotel
364

46 Main Road, Karamea
03 573 6829

invoice No:
Customer:
Customer ID:
Address:
Phone:

Delivery date: 28 March 2015

Payment due: 7 April 2015

Quantity Description Unit price Line total

10 Red oak leaf lettuce 1.50 15.00

10 Buttercrunch tettuce 1.50 15.00

Subtotal 30.00

Thank you for your business! GST 4.50

Total

$34.50

(b) Using the justify how and why the invoice for salad greens sales was

reported itrbotiTthe ITncome Statement and Statement of Financial Position for Healthy
Greens.
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