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AS-10: PROPERTY, PLANT AND EQUIPMENT

Tangible §ixed Asser
MEANING
see ond Fouch [Physicanr exisinee)
PPE jare tangible items that Teachtr —» Tpad, 10php, Camern
v are held for use manufoaciurer = Machine , Rxchory

a) in the production or supply of goods or services, L Truck
b) for rental to others, Logiskes

NCYururw) - Backd ¢) or for administrative purposes; and
V' are expected to be used during more than a period of 12 months.

Troder —— ShOp, tempo

Sone

SWpport
R&P Example: Building, Plant & Machinery, Furniture, etc.

car
If PPE is held for sale ain ordinary course of business -—->Inventory (AS-2 will apply)

Moru —— cor  ——  car sold
Showroom

¥ DISCUSSion w-rt  Former
Exmmg\e

BABC I+d —— machine — shir} [Rg)
PPE TOvenyory

Faymtr ————— orange free ——  orange
(Bearer plony)
L As 1o
Tangible v

Produce Orange v
™are Han 12m v
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NON-APPLICABILITY OF AS-10

This AS is not applicable to: (If their a specific AS on a asset, then AS-10 will not apply)
a) biological assets (other than bearer plants)

b) wasting assets L AS 10 - Appliied

c) Intangible Asset (AS-26)

Meaning of Bio-Logical Asset

V' Living Plant
a) Bearer Plant (Expected to Produce for more than 12m)
b) Non-Bearer Plant (Expected to Produce upto 12m)

v" Animals

Meaning of Bearer Plant: a plant that (Ex: Orange Tree)

V' is used in the production or supply of agricultural produce

v’ is expected to bear produce for more than a period of 12 months; and

v" has a remote likelihood of being sold as agricultural produce, except for incidental scrap
sales.

Forrer ———— orange iree
RS0V

oronges

Farmer ——— gronge free — sell
AS 10 X

Farmer ——  crop — Horvet ——— sl

Bearer plont X
AS\0X
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2N
Ch FoundoHon — JE —— Fnantia) o ¥} é

RECOGNITION CRITERIA (Asset koh Books of Account mein|kab|Record karengey i.e. JE)

by ok pass
The cost should be[recognised]as an asset only if hongi
V" Itis probable that future economic benefit will flow to the enterprise, and
v The cost of the item can be measured reliably

Notes:

— COSY - 0gQrega — Compuier
CPU + mOnifur + Keyboord + mouse

It may be appropriate to aggregate individually insignificant items, such as moulds,

tools and dies and to apply the criteria to the aggregate value.

An enterprise may decide to eﬁﬁéﬁge an item which could otherwise have been

included as PPE, because the amount of the expenditure is not material. calcuiotor

- b Business — service
TREATMENT OF SPARE PARTS, STAND BY EQUIPMENT & SERVICING EQUIPMENT

If they meet the definition of PPE as per AS 10: Recognise as PPE as per
If they do not meet the definition of PPE as per AS 10: Recognise as Inventory as per AS 02

ABC 1
l » Ready o use condn v —— Change n
machine] purchast Recognition criltrio v Prode Lihe — FEBX
cop Esol J€ Poss v |
LS\J T5L Bejove 1¥ gevs Ready o use B¢ - recognise

For shiry — (G- Decided 10
change it Mg Fom
Shir} Yo Jekns

Wi his machine @ine ony future econowmic bemefiy —— No
* P} poid ESGL Honshertd o PAL Mc ne} o} Reavised valwe vecd- if sold

(1 1)

Teacht
I 09 Y TOdQH X

Ch-INr —— + Lpod } Standing FEB x — De- recognise

Before - foundonon —  Panc)
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2 JE kiine amouny pth hongi
MEASUREMENT OF PPE [INITIAL RECOGNITION: COST MODEL] ---> Value on Day 1

In case of|Direct Purchasejor Self Constructed Asset
Computation of Cost of PPE
Purchase Price XX

Purcnase i Less: Trade discounts and Rebates (xx)
Add: Non-refundable Taxes (i.e. Tax on which input credit in not available ) tike Tb XX
Add: Directly attributable costs (to make asset Ready for use) XX

(Site Preparation incl. demolition, Installation, Professional Fees, Cost of
Testing net of income, Depreciation of Asset used to bring this asset in ready
to condition,etc.)
Add: Decommissioning and Restoration liabilities @Present Value XX
Add: Borrowing cost as per AS-16

Cost of PPE | xx

Journal Entry 5L PV 05— ESL e E3L

PPE Alc (197U 42L) 1a0L Dr.
To Bank A/c 18TL ‘_/

To Provision for Decommissioning @

|Unwinding of Interest|—--> Not that Relevant for CA Inter Provision 9L

Interest (i.e. P&L) A/c Dr. After Syears — SL poid
To Provision for Decommissioning

Provision for Decommissioning Dr.
To Bank A/c

[ Exclusions from Cost:| .
V" Cost of opening new facility s> inougrahon exp
v" Cost of Introducing new facility or products
V" Cost of Staff training
v" |Cost of relocating |
v’ Cash Discount —-> transfer to P&L A/c [ Do)
v" Miscellaneous income not related to construction of Asset ---> transfer to P&L A/c
v Interest Expense in case of deferred payment -—-> transfer to P&L A/c

In case of Self Constructed assets:

v" Eliminate Internal Profits

v" Do not include Interest expense unless|criteria of AS 16 are met|
v" Do not include Abnormal Loss

KAISE HOH RAJA ! ALL WELL & SET n
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machine = Z\00L
INguGnCe = £
Ce® =1L Mslollaen Teowy —— chorgen TOL
Toosport = T2L
cthavg ta
. londing Transport | FIL un1ooding
? uy
e £0-5L Dhswrance | ESL xos\ Nogp
pory 1
Trpor} Dty & 50L 189, gst

¢ X108 cemenr Struthure  X6L

L Mon- Repundak
- e ) [sona + Brick +Llabowg)

Non- A usroele
Tes\n‘n% — malkricl ToL

l

Re0dy i use cpndn g Jeans - gold 3L

Maugrolion exp — 2201 3 PAL Mic DY
InSurance > TSL

r. ost of Pequisifon —  100L
+ 10L
+ 2L
+ §0L
+ 0:SL
+ 1L
x BL
% 0-SL
4 5L
+ 6L
4 TL
(oL ®3\)
£137L —— oL T X

PPE MC dr 137L
To Bank Mc 18TL
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CA RISHABH ROHRA.. Your Mentor for CA Foundation & CA Intermediate Accounts é

_%.De-coramisSioning. and  Reshorahon

\ICGURLKUL

l
Rented —— 3 shudin

| Zsl
fOr_AYeny ———————ns_0n_Closure 2> Re~Shre _coromitment

. 08 i¥ Condh |

Woo__needed mg}

_.Losh_DisCount VIS Trode DISCOWNDY — > Bk PurChase
| ( Prorante _sales) ar
,l, > hoser (St &) Pochowloe.am)
For early Pm\xrmm\' v
Bosic ost Yool MR ] LES.O00. ..
____________ Goeplus MR 36439 6.553 42,993 €) Trade Oise: 55,000
1004 _Covey 4ug 40 529 1110, 000
43,697 Touoice ©)._gsh 16,780
93,220
Bssety_Rc___Dr 36,231 Asset bre B 93.220
Topuk gsk e Dr 6,639 Tnput gst me br. 16780
To._Ronwl_Siy_sic b, 217 To_ Bonk mc___ L16,60b
T6_Disc:_mc [P L.S10.
Rohul_sir e Dn 41,311
To_Paok me Q1,3

G
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______ psser ———— cansheutt —— Loan. ——_I0kreny i) _be._0dAtd O
pat S detided on hosis. of
BS-\6

Y

Purcnose [Reﬂ(\g o _use r,nnd"}

— 2 lopn.—— _Takveat > Cbst t X

\ 4

PaL_RMC

Rs..mall Exomple_on _copitnl Expendihee

Vequrukul NMbida. office

l

Lond_1,00,000 Rent Z80.000
50, g-\-
: Afer 2y cars )
POid porking Shift o dwned premise.
| purchnased for | Fgal\
Th_Hhe oo l
QeY__(onshtueRd Expend?hm

Incame  PaL bic VvV
AsseY Cosk. ¢ X

VO KAISE OF RAJA ALL WELL & SET -
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X \mwinding ot Inkrep)

Restorahon Rxpenditure  ofier 6 Year > T153.69
Discounting focher S
Prepeny voiue 100

PPE Atc  Dn 100

70 Prov. for De-Commissing and Reslprahion Ae 100

PAL MC  Dr ]

T0_Prov. for_De-commissing _and Reslprafion At 38 (100 k §1)

PdL_MC ___ Dr 3.6y

PAL_MC___ Dr. a-33n
......................... T (.).-.Pmn-.-.§~Dr___De.—.mmmisshg----.md--]len]nmﬁm A, A3

PAL_MC___ Dr. 10-018
------------------------I.Q--Em\l:--§QY.--D&-:.mmmissihg____g_ud___Rgum_tgﬁm___&!c. 10: 07%
PAL_ MG Dr. 10.884

TU_ Proy._{or_De-~cammssing.__and.Repfprokion A 10-88Y
PAL _MC ____Dr )M-TSS

TU_Proy. for_De-commissingand_Replpration At h-188

_____________________ Proy:_for_De-commissing _and_Rentorakisn o BT 1S€: 69
10 Bank hic 1S%- 66

e
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% Chanpe in Restorahon / Decommissing Liobllity [ No3 Relavont for Ch-Tnkr)

¥

Sy model Revowahion model

! |
Prov. will be Gdjustd Yo (0SH |

Prmj inctreait or decrtdr Wil be
pory of RevaluoHon qain | Loss

! ! 1 Revalwohn surplus _or P\
Incven st Decreqge
PPE AC_ D PIOV- AC Dv-

10 Pry- 1o PPE AIC

ua KAISE OF RAJA ALL WELL & SET -
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SPECIAL CASES

In case of Deferred Payment
Interest expense shall be recognized as expense over credit period

In case of Exchange

1)

If Transaction has commercial substance
(i.e. There is an expectation of positive cash flow into the organization after the
exchange) FEB v

Phene T
Cost of such an item of PPE received shall be recorded at FV of Asset Received or
Given whichever is more evident
UL
However, from Exam POV Cost of such an item of PPE shall be measured as follows
1t Preference ---> FV of Asset Given up
2"d Preference --> FV of Asset Acquired
3 Preference --> Carrying amount of Asset Given up

If Transaction Lacks commercial substance|(Avoid any Profit Booking on Exchange)

Cost of such an item of PPE received shall be recorded at Carrying Amount of Asset
Given up. Fry Z L
}, corrying owor X1OL v

Comero

S

chumku\ & — Mr.A

pPhone Frav 1oL

Transaetion commerciol Substonce fe FER — Y€S » |COSY measure

“If Question is silent,
whether the transaction hagd commercial substance --> Assume it has”

Phone Mmc D FWL
™ Proft on excnange ate EIL
To camera AC oL e always CA
X
" 824 Wirow — A X0-TL > 05 TransacHon — Commercior substonce
& 325 Wi, ™mobile AMC pr. 0.1L

To macbile Mc O-L

In case of Purchase for !Consolidated Price |
Consideration is apportioned to the various items on the basis of their respective fair
values at the date of acquisition

In case of Asset Acquired through Government Grants -—-> Covered under AS-12

KAISE HOH RAJA ! ALL WELL & SET n
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Ex O0rople |

Nogpur Office > ¢p_F100L FMy E2S0L
RS & >~ Ronu) Sy
l No1do Iunt\‘ce L

SYock morlker classes - FMU T 266L AL Re\akd Conrse

RS — Trapsachop — FER Y 1€ commercio) swostance v/

Noido offce me  Dn  250L
To__Pofir_0n_R¥Change \SOL

T0__Nogpur0ffice 0L — olways OF Camrying aror
_ExQrapie 2
Nogpur Ofice - > cp FI00L FWV—EIStE
RS & ~ Ronu) Sir
l Nolda lun\‘ce jl
shock morker clqsses L5 FPmuT260L AL Rela®d conrse

RS — Trapsaciun —— FER Y i-€ commercio) swosiance v/

Noido ofHte me D 2Qob
To_pofil _0on_ R¥Changr 166L
T0__Nogpur0ffice 0L _olwoys_OF_Carrying are¥

VO KAISE OF RAJA ALL WELL & SET -
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~Example3
s24 uitra._ Cgorden colowr . 129b +5120b) * (A 10000
Rs| o > 9 ue iy Frou 15000
s24 witra. € Black colour , 12gb + 5120k
‘ L rroy E15000
Exchange - FERX
cormmercial S2U Wi (Black)  Dr. 70,000 &
Swosubstance X 10._S2awho Cqold) 70,080 S

PPE th',w‘rcd o} _tonsolidale price
RS ; £ 15,000 >Second  Hond  deoier
Tpod + Iphome
313V wst
Tpad 40,000 13,333 (70000 x 4o00v]/120000)
Tphone $0,000 146,667
\, 20,000 16,000

KAISE OF RAJA ALL WELL & SET -
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TUushoaron 7

arx £ Frov £13,25,000
Eokiby B ’
cash 15,000 . + CQry Fmy T13,106,000

ar_Y_Mc Pr. 12,85.000 7 iap-—
Cash Me br 15,000 J "
To._COr X 13,00,000 —

M~ (8, cQ2Ci) , 8h 67, 3. (a), 810 ,811CC) , 813, 015 617

ua KAISE OF RAJA ALL WELL & SET -
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cQ 2Ci) y 08 POl
mochine Z = fmy 52720
EH1Y 2 > _nsuconce Co-
macthine Fmy 0L
Cornpensaron

3.00.000 — PL DY
30,00, 000 —m— M Cr

vh? KAISE OF RAJA ALL WELL & SET -
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-

P83 ola Fachory  Blig
// 2
Sreel p1onY — lond _Soob ot E60006) acre > 30,00,00, 000
Fachuey Demolihion 1,10: 00,000
100 T () SCrop sale [GBLx”’UHUS] 60,00,.000 — 50, 00,000
S \0S. 100
s 63l 6L %
+.Syomp. duhy [.30:00,00. 000 % T4,] 2,10, 60,000
+ Leqol ’k con;\k\hmu chorgro > 8.00,000
X Ti\’lﬂe awraniee Eﬂsumncc \.25,000
) 32,69,25,000

vh? KAISE OF RAJA ALL WELL & SET -
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a7 98} alremdy pord o rhe Hme o} purchoge 3
| Purthase 0} Asset 6,20.000

LopUY __gsY [BQ,uss— Ouwrpwl gsi) 140,000 6.40,000
T cosy_of Sk brwom\’\on 21,200
+_Lalodur c,barqeo '((56.009 /560 % 200] 22,100
+ ccmsumphon 03 Spor puri- and ools 000
A Super\nsnn___smgw [9.6000 K%J] 6,500
1_Yechnicn) _Exp ~ (34000 x Y10) 3400
1.Jeat Run 18,000
+ Conswitancy Churew 11,000
wx ¥ 0(?“ on (fése’r used 12,000
7.3Q,500

L OFHCE _cansfruct ——s Crane used  COA ZSL

N 0¢p0_p.a — 107, WDy
Lueqay
J
But_CrGine
used__foxr - Oepn for Yr\ — T 50,000 — Office Cosy

N3 — E40,800 —  PaL plc

8
N
6
24ty 5 YL — EL45,000 —  OfHcee CosY
N
3
2

-

VCGurukul
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0ppHCe _ Onsheuel ——s_Crane used on Rent

/ 9 i-e_X 60,000 p-o.
hytar 8
Bux-_CrGne 1 = Crone Rent for aoyeur = F120,000 — ot +
used--for s
20Uy 5
O
N
3
2
(
Z-_Canshouchon expmdihme v

awned x|

ciyu_ Lt
-

yd
/ i\ age.

N\

4. capin)_eypenditure

DNe |/

QP‘M A _— NS v

N

cfﬁun B —> NQ %

\ .
B0Ody Pmpexh% for RQBM:III

o5km = 2} diegel

%190

180

X 36%

% 2L

£1,31.400

VCGurukul
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ol Radhe shyom
I Kr1Shno. ¢ ordex shyom
Clo¥hing > CaRnng
krisho, _cosk_Sv.000 N
% Prom 5A00
53000
Sorignk 1k
Depar iment A & Depostment B
cost 100 y B
+_morgin 10
10014131500 N0 49500
+12
N2 15934000 . 448500 X 100 v-¢ TL5,000
o
L

Purchase volue [\5%3'4000 X sool\\ﬂ E— 1.4y, 37.500
x_Tronspory 55,770
4 PrChikcn 30.000
+ Fowndahon 1,41,270
+ Techician solary (435000 X 3) 1,35,000
4AS 08 X 100 1. 45,00, \40

\10

VCGurukul

KAISE OF RAJA ALL WELL & SET -



CA RISHABH ROHRA

=)

-

MEASUREMENT OF PPE [SUBSEQUENT RECOGNITION] > Every Year end value

v" An enterprise should choose either Cost model or Revaluation model as its accounting

policy and should apply that policy to an entire[class|of PPE.

v" If an item of PPE is revalued, the entire class of PPE to which that asset belongs should

be revalued.

v" Class of PPE: A class of PPE is d grouping of assets of a similar nature and use

operations of an enterprise

Option 1 - Carrying value of PPE (Cost Model)

in

Cost of PPE ¢ XX
Less: Any Accumulated Depreciation XX
Less: Any Impairment Loss XX
Carrying value of PPE XX
IniHol Recognifoh | con 0y cost reliohly measuved
s. AHO) Recogniten & cost
Machine A —— T 6oL cost moudel Reva\uation
on 0V\OWN2S COR E50L 6oL
— \Q" -~
RID — 101 Wiy TysL T suL
/- tara Hareler — COSY enpde) 9
. }
~ Audi A3 —— Revaluahun mogdel
B\k‘\\dihg —_— oﬂ.\‘ce — COsY ™adel
\ v
¥ Fottery —— Revolnahun medel
Building ——— office p — 0BT model
X

\ Offite B —— ReualvaHon model
/\ Trugk —s  COSY mo4el } y
\

Cor —— Revatuohon Mot

mOYor veme iR

KAISE HOH RAJA ! ALL WELL & SET



CA RISHABH ROHRA

Option 2 - Carrying value of PPE (Revaluation Model)

[Fair value pt the date of the revaluation XX
Less: Any subsequent Accumulated Depreciation XX
Less: Any subsequent Impairment Loss XX

Carrying value of PPE XX

Frequency of Revaluations
Asset| Significant and Volatile changes in Fair Value o — Annually
psset | Insignificant Changes - Interval of 3-5 years

TREATMENT ON REVALUATION OF PPE
PPE MC Dn

€O Revaluation Surplus A/c

/vllk Downward DISTIAGEZTITM PPE Ac Cx
% Revaluation and Loss A/c
Upward Credit to Revaluation
Revaluation Surplus A/c
Downward
Revaluation
Upward Revaluation e
Subsequent

Revaluation

[Earlier Downward]
Downward

ToYe RNarwmer Eyi

!
Inportant

componcm-
|
Batery
chono iS.OG‘OBO
SOWH Korea £1(0.00,000

Horrier Ry ™§P
Aulbmancomy - med €N Pmv T

First
Revaluation

et

Subsequent
Revaluation

[Earlier Updward]
\S¥

Debit to Revaluation

Surplus A/c and
Excess debited to P/L LB AL{JNA

Credit to P/L and
Excess credited to
Revaluation Surplus PPE O
Alc

Debit to Profit and KdRZRNE
Loss A/c

KAISE HOH RAJA ! ALL WELL & SET n
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My X 2°L mucbinery A Or 3L

1 To_Revod- Surplus At 3L
machinery Mc Br  SL -~ 0fltr 15t Revaluation —— Froy %200
TO_Reva) surplus Mic S Bs Z25L Reva): Surplua A Br. 3L
Jo ch.hi\serg Ate 3L
Fy £ 25L
1 FrV F18L

PAL AtC or- 2L

Reval: Surplus Ac Br. SL

* foehine —— RevOiuoMon, 10 mqt-hi‘nerg pre L

Bs a0l ISt

Fryv 9L machinery Mc  Br 1L
N .y g
1 T PL Bic i

N

FMY 1L — Ofitr 1St Reyalwaion — Frov I ag)

PAL_AIC Ar- 2L Bs I8l madhingry _Ae B JL
™ m&chinerg MC_ AL | To  PaL Aie 2\
J, TV Revod: SWpw gl
FmV 151
PAL AlC pr. 3L

Th._mochinery MG 3L

“a KAISE OF RAJA ALL WELL & SET -
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ACCOUNTING TREATMENT OF REVALUATION (JOURNAL ENTRIES)

Method o1:
Proportionate Increase in both cost and accumulated depreciation

Step 1: Calculate the gain [ loss (if any)

Step 2: Increase or decrease the value of gross block & accumulated
depreciation by same percentage

Step 3: Pass JE
PPE A/c Dr.
To Accumulated Depreciation A/c
To Revaluation surplus A/c

Withowt Acc. DRAD IWith ACc: Bepn or With Pmy- for Depn
o PPE cost  IsoL . .
. Hon 2 = WIofE ACT- 9Rpn With cosy
Proy- Tor Deph . n — Op
INiHhowy  Proy- for Bep Acc- DEp 100L. TE — Bec 06 B Dr. 100L
PPE — tp — EBOL soL T PPE Pic 190L
Revalwanon + T20L op\iolm BS — PPE —; :gL (net)
EiooL goL —r20L 5 a0t IDL
r. Tntreose WL y 90 — 259 oL
PPE Bic  Dr. 201 8oL PPE Aic Dr. 01
T Revol Swplus  20L | Ppe 180L + 251 N 225L T0 Reval Swrplus  20L
ACC- Depd  (OBL 4 254 1w 1251
100L
JE:- PPE Aic DOr 4L  Cigoxasd)
To Acc- Depn Atc 251 €100 X 257)
To Revay surpius Ajc 201

KAISE HOH RAJA ! ALL WELL & SET n
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Lo
- PRE.__COSY__E 250000
Ac: Bepn I 34000
A F2.16.000 > Reyoluohon _T1.96.000
Bs
o} 250000
(). Pcc. 34000

216000
PaL ML Or.  6:000 11§ Act: Dkph_me i ot
Revoluorion_ suephias. e Dr. 20,000 noinkd
To Pmpulg__ﬁ\g 26.600 1 1@ ASSer vowwe 18 aler Depn

~/

W10§f __Acc. Depn Proporhonate Detrease of  properhy
gﬁ----ﬂc&:__mpmjaﬁmn
ACC: DRpn_fMc _ Dr. 31000 Decreqse Jc = 26,000 X 100
To Pm}:eﬂy Mc 34000 2,16.000
= 12.0377. Or 12-04).
BS Refore Reva). Y. DRCYeas Afier
property 216000 PPE 250000 30,083 2.19,407
ACc- Denn 34000 4,093 29,901
PAL MG Or.___6,000 ' 26,000  1,30,000
Revoluonon Sweplus._MC D 20,000 PaL_McC Br. 6.000
............... 1Q--pmp_cr_ly__mc 26.600 Reno): Surpivo M Dr. 20,000

Bes: Depn_Mc D 4,003 7 26000
To_propery Ml 30,083 |

&

KAISE OF RAJA ALL WELL & SET -
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Method 02:
Accumulated Depreciation A/c is eliminated and balance surplus adjusted to cost
Accumulated Depreciation A/c Dr.
PPE A/c Dr.
To Revaluation Surplus A/c

ACCOUNTING TREATMENT OF REVALUATION SURPLUS (JOURNAL ENTRIES)

Transfer Excess
Depreciation*

Transfer of

Revaluation Surplus
to Revenue Reserve

Whole surplus is
transferred

*Excess Depreciation = Depreciation on revalued amount - Depreciation on original cost
Rev@luohon Surplius — free RESCTYe X

Qompany Revalugkion  Company
Bejore Revaluokhon AfRr Revaluayon Deph X 3L 1
machine — CA TSOL T 3oL Fgol Popt T3L4
Depn @9 —— X SL £ gL Dividend E3L ¢

Gphona) ireaiment —  Tnereaged Oepv T
Thot Ptor Con be tronsferred $rom

Revalunhon surplus — P | Reradned Fumi'\s [ Free Reserss]

LWL — A > 3L — (Gh b given Q3

dividend
mﬂﬂdﬂhrj Treay meny — Asset O¢- RQCOB'\;SQ > COTN PWS OvY Reva): Surpiwe
[S0l3 or No¥ used Or FEBX] Bal: Shoy be Iransfered

v Rejodned eam?na

KAISE HOH RAJA ! ALL WELL & SET
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TREATMENT OF SUBSEQUENT COSTS

1. Day to Day Servicing: Repair and Maintenance Expenditure
Treatment
Recognise in Profit and Loss A/c

2. Replacement of Parts [ Mqjor Repah‘]

Treatment
© Old Part: Derecognise ) carrying amt — ThOYOY 181,118
+ New Part: Recognise if criteria met — W0ToY  6HBOYO
] )

3. Regular Major Inspections — toapitanise
Treatment
Previous Inspection: Derecognise
New Inspection: Recoghnise if criteria met

KAISE HOH RAJA ! ALL WELL & SET
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CA RISHABH ROHRA 5L & 5L = 0
> NO Depn e CeSSaHON

DEPRECIATION
T a5L 2 COR ) Strap vaue
Meaning: Systematic allocation of depreciable amount of asset over its useful life

Component Method: Each part of PPE that is significant in relation to total cost of item
should be depreciated separately [Example: Airframe & Engine of Aircraft]—s 100Ct —» BOdy
Aircraft T Body Engine
COBd S0L  Depreciable amount = Cost/Revalued amount - Residual Amount Olyer
SV gL
L\-S—L Useful Life: It means economic life of asset and is generally shorter than its physical life.
On the basis of Period: Period over which asset is expected to be used
On the basis of Units: No. of units expected to be obtained

Commencement of Depreciation: When asset is available for use [-e R(udg ) usg

guri sir CESSATION OF DEPRECIATION
ond Hond COX Asse} CPPF) — COST 5L Sv 2L Lif - 3gear
cosy x5L When to Cease? yi oL V2 1L N3\
AFRY 1gear If Asset’s Residual Value > Carrying amount AFRY 3year — A 2L goidx
~ - . SV 2L ysev
S\ E5L  Depreciation of an asset ceases at the earlier of:
OR v’ The date that the asset is retired from active use & is held for disposal &
‘3\’ x5sl The date that the asset is derecognised FgRx
-+ NO DRpD

METHODS OF DEPRECIATION

The depreciation method used should reflect the pattern in which the future economic
benefits of the asset are expected to be consumed by the enterprise.

Straight Line Method (SLM): Results in a constant charge over the useful life.
Prirmary ouyput = [Cost - Residual value] / Useful Life of asset
L Benefit nsiSKNY  Original cost x Rate of Depreciation (%)

Diminishing Balance / WDV Method: Results in a decreasing charge over the useful life.
Reducin ~ Opening WDV x Rate of Depreciation (%
@nsistency Units of Production Method: Results in a charge based on the expected use or output
Depreciable amount x [Production in current year [ Total Estimated Production]
Mhjo
m‘lgsh\a Review of Depreciation method: Change in accounting estimate [Prospective Effect]
‘ Review of Residual Value & useful life: Change in accounting estimate [Prospective Effect]

C s L jiss din seh cha
Repair & mainfainon@ A w Jiss din seh change hua

consi der
KAISE HOH RAJA ! ALL WELL & SET
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CA RISHABH ROHRA
life — infinite
NOMNOL
LAND AND BUILDINGS

Meaning: Land & buildings are separable assets & accounted separately, even when they
are acquired together

Depreciation on Land: No since unlimited useful life
Exception: If land has useful life [Example: Quarries and sites used for landfill]

Depreciation on Building: It has a limited useful life and therefore are depreciable assets.

RETIREMENT — leods ¥o (essafion of 9epn
~ UsQge shupped
Meaning: Asset is retired from[active use & held for disposal|

Treatment: Bs
It is to be recorded in the books at[Carrying Amount OR NRWwhichever is lower
(oL oot 0R QoL v

Note: Any expected loss is recognized immediately in the P&L statement.

DERECOGNITION — Leads 10 (essavion of 9epn

The carrying amount of an item of PPE should be derecognised:

v Ondisposal }so\d

v' Bysale

v' | By entering into a finance lease | = A3-\9

v' By donation 4 8014

v When no future economic benefits are expected from its use or disposal

Treatment: The gain or loss arising from derecognition shall be transferred to P/L

DISCLOSURE REQUIREMENTS

Kya XTSIT ! Ab Disclose X o2

Thelfinancial statements|should disclose, for each class of PPE:
s} or RevaY Model used for determining the gross carrying amount
Suy, woy,umy  The depreciation methods used '
v’ The useful lives or the depreciation rates used. '™\ 60U Chongk in useful and Reooomn
v" In case useful lives or the depreciation rates used are different from those specified in the
disclose that fact anQd Redson
V' The gross carrying amount & accumulated depreciation at the beginning & end of the
period and Leosy
v' | A reconciliation|of the carrying amount at the beginning & end of the period

KAISE HOH RAJA ! ALL WELL & SET



CA RISHABH ROHRA

If items of PPE are revalued, the following should be disclosed:

The effective date of the revaluation

Whether an independent valuer was involved

Methods & significant assumptions applied in estimating fair values of item

The revaluation surplus, indicating the change for the period and any restrictions on the
distribution of the balance to shareholders.

ANENRNEN

KAISE HOH RAJA ! ALL WELL & SET
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T 12
Oepn_po = 1,00,000 @) o
10
= T 10,000 !9-0-

2. Depn {-nm 2021 f 2024 —— E 10,000 x4 e F40.000

et Cer\A'w\g am> on on 2111224 or ofoillze —— 100,000 © 40,000
= Z60,000

£  Reyistd Dep = 60. 000 © O
4
= 15, 600 p-G

PQ Yy

Deph pa = 3,000L ©0
10
je 300L

=~ _Depn for 4 yeors ——  300L X4
ie F1200L

-~

I, cuw_ging amowny Of Asstt 03 end of Lth yeor = 3000L & 12001
= Z(8coL

Ay YROr €nd 4 — mMoghinery MC RO ao0cL
T0_Reval-_Swrplus Atc o0 L

= _Revised Depr  p.o = 87001 © 0 i-¢__450L p.&
6
Ch_aF yrar end § —— 4700 © 4SO e 2960\
Ch oF yeor end 6 —— 2250 O 450 e 1800l
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PRI sye
— ars Qqo
, | | v | v | v
B | | | |
P 215000000 Reudttied @ Sotd Xt)12.50.000

£3.00.00,000
usegwl tife Syears

- Depn for ISy — 2yedr —  9,50,00,000 % 107.x2 e % 56,00,000
< Carrying amount © geor eng 2 — 2,S0.00,000 © T30,00,00p
e 2,00,00,000

Rjyoiued & > X3,00,00,000 S machinery Ac D |, 00,060,000
TU Revo) Reservue ), 00,00, 000
L Reyjsed Depr ——  3,00.00.000 & 0 ¢ Z97,59,.000 p.o
! 1
g

Depn jer year 3-5 —  91.50.000 y3 — & 1,12,80,000

Hence foﬁhg COrrydg OmMouDt 3,00,00.000 € 1,12.80.000

Q)Yeor end 5
> 1,37.50.000
sotd_for > 1,2, 50,000
Los¢ > 7500, 000
However 1§ Asset is shid for  Tu2.s0.000  :.|loss T'1,45,00,000

NOR :- Reualworion Reserue howing Bon- 0 % 1,00.00.000 shal ke rangiured
30 _ReYofned c0rning on_doit of- SO
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