Question 1(c)
The equipment acquired by Lightening Inc is a capital lease since the ownership passes to the lessee at the end of the lease period. Thus, the asset is recognized in the books as lease property. The equipment is recognized at a lower of fair value and the present value of the minimum payment. Also, any additional cost should be included in reporting the asset. Moreover, the interest expense should be the difference between leases' minimal payment and fair value of the asset. Finally, the depreciation charged should be lower that is cost less reside amount at the end of the lease divided by the shorter of the lease term and useful life.
Question 4
IAS 16 provides that companies must provide for depreciation of property plant and equipment (PPE). The straight-line method provides depreciation at a fixed rate throughout the useful life of the asset. Queenson plc has adopted a straight-line method for depreciation of its equipment. However, during the estimation of useful life, the company had overestimated the equipment's useful life as 10 years. The useful life is thus revalued to 5 yrs. This leads to changes in the accumulated depreciation of the equipment, that is the new depreciation equals book value of equipment in 20x4 less residual value divide by the new estimated useful life of the asset. The resultant amount is deducted from the value of the equipment as depreciation for the next five years. The amount deducted from the value of the equipment as depreciation for the next five years is $ 71,400.00.
Inventory is valued using the FIFO or weighted average method as provided for in IAS2. Queenson PLC opts to change to the FIFO method when the value of inventory reflects the initial purchase prices. This method allows the firm to hold off raising sales prices as long as possible. They delay raising sales prices until they have sold all their lower-cost products. Moreover, when they start selling from the next batch of products acquired at a higher cost, they raise sales prices to gain the actual value of the goods.
Recommendations
Queenson PLC should adopt the changes in accounting for depreciation to reflect the current market value of the equipment and budget accordingly to replace the equipment before its useful life is depleted, thus making production continuous. Moreover, the firm should also consider the valuation of its inventory using the FIFO method allowing it to gain maximum value of all its inventories. Additionally, the adjustments in the inventory and depreciation will, in turn, help increase the net profit before tax by $80,000. Thus, its employees enjoy increased bonuses. 
