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Please provide your answers in the following format. Numerical values should be rounded to four
decimal places. For each question, report your answer in the following order: financial ratio, direction

of change, and magnitude of change (e.g., Earnings per share increased by $0.77). Answers that do
not follow the specified format will not be graded.
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Before considering the situations described in each of the following questions, NTPU Corporation

reports the following financial information at the end of 2025:

Current Assets $3,600,000 | Total Assets $10,000,000
Current Liabilities $2,000,000 | Shareholders’ Equity $5,500,000
Operating Revenue $8,200,000 | Gross Profit $2,500,000
Pre-Tax Income $1,000,000 | Tax Rate 30%
Outstanding Shares 200,000

Total Assets (1/1) $9,000,000 | Shareholders’ Equity (1/1) $5,000,000

Each question below is independent. When answering, you do not need to consider the effects of

other questions:

1.

NTPU Corporation purchased computer equipment for $600,000 at the end of 2021. The equipment is
depreciated using the straight-line method, with no residual value, and an estimated useful life of five
years. At the end of 2023, the fair value of the equipment was $540,000. At the end of 2025, the fair
value of the equipment was $100,000. At the end of 2026, NTPU Corporation disposed of the
equipment and paid $20,000 related to the disposal. After each revaluation, NTPU Corporation

continues to apply the accounting policies originally established at the time the equipment was acquired.
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Required:
a. If NTPU Corporation subsequently measures the equipment using the cost model, the effect on
2025 earnings per share (EPS) is a decrease of $0.42 per share. What is the effect on the 2025

current ratio? (1)

b. If NTPU Corporation subsequently measures the equipment using the revaluation model, and the
revaluation surplus is realized gradually through the use of the asset, assume the company
applies the accumulated depreciation elimination method. What is the effect on 2025 earnings
per share (EPS)? (2) What is the effect on 2025 return on equity (ROE)? (3)

c. If NTPU Corporation subsequently measures the equipment using the revaluation model, and the

revaluation surplus is realized gradually through the use of the asset, assume the company
applies the proportionate revaluation method. What is the effect on 2025 return on assets
(ROA)? (4) What is the effect on 2025 return on equity (ROE)? (5)

2;
NTPU Corporation sold a computer equipment at the beginning of 2025 (original cost $760,000;
accumulated depreciation $220,000) to Sanxia Corporation for its fair value of $480,000, and
immediately leased it back (the transaction meets the IFRS 15 requirements for a sale of the asset). The
lease term is four years, and the lease payments are $82,500, payable at the beginning of each year. This
annual payment is the same as the market rental for comparable computer equipment. At the end of the
lease term, NTPU Corporation is required to return the equipment to Sanxia Corporation. The
equipment is depreciated using the straight-line method, and at the end of the lease term the equipment
has a residual value guaranteed by NTPU Corporation of $50,000. NTPU Corporation estimates that it
will need to pay $9,700 to Sanxia Corporation under the residual value guarantee. The lease’s implicit
interest rate is 8%, and this rate is known to NTPU Corporation.
(PVIFA;80=2.577097, PVIF; $2,=0.793832; PVIFA43%=3.312127, PVIF43,=0.735030)
Required:
What is the effect of this transaction on NTPU Corporation’s 2025 earnings per share
(EPS)? (6) What is the effect on the 2025 debt ratio? (7 What is the effect on
the 2025 return on equity (ROE)? (8)

3.
NTPU Corporation received a $250,000 grant from the government to acquire $1,000,000 of delivery
equipment on January 2, 2025. The delivery equipment has a useful life of 5 years. NTPU Corporation uses
the Sum-of-the-years’-digits method of depreciation. The delivery equipment has a zero residual value.
Required:
a. If NTPU Corporation reports the grant as a reduction of the asset, what is the effect on NTPU
Corporation’s 2025 earnings per share (EPS)? (9)
b. If NTPU Corporation reports the grant as deferred grant revenue, what is the effect on NTPU
Corporation’s 2025 net profit margin? (10)
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