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Questions & Answers
True or false.

	
	True or false?

	a) Property, plant and equipment are tangible assets that are held for use in the business and are expected to be used in one period

	False. PPE are tangible assets that are held for use in the business and are expected to be used in more than one period.

	b) FRS 102 always requires borrowing costs to be capitalised as part of the cost of a tangible fixed asset.

	False. FRS 102 permits borrowing costs to be capitalised, when those borrowing costs are directly attributable to the acquisition, construction or production of a qualifying asset.


	c) FRS 102 requires start-up and commissioning costs to be capitalised only if the asset cannot be used without a start-up or commissioning period.

	True.

	d) FRS 102 requires subsequent expenditure to be capitalised where the expenditure enhances the tangible fixed asset’s performance.

	False. Subsequent expenditure should be capitalised where the expenditure enhances the future economic benefits of the tangible fixed asset.


	e) The costs of the day to day servicing of an item of property, plant and equipment should be expensed to the profit and loss account as incurred.

	True.

	f) The depreciable amount should take account of a fixed asset’s residual value.

	True. The depreciable amount of a tangible fixed asset is its cost or revalued amount, less its residual value.


	g) All tangible fixed assets must be depreciated.

	False. Under FRS 102 depreciation is only charged on assets with limited useful lives. Land generally has an unlimited life and so is not normally depreciated.
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