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Question# 1

X LTD purchased PPE for RS. 1 lac on 1-4-23, its useful life is 10 years on 31-3-25, x ltd
estimated FVLCD as RS. 65000 and VIU RS. 72000
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Question# 2 ILL - 1 ICAI STUDY MATERIAL
Carrying Amount of the building in the books of X limited on 31.3.2001 is ¥ 300 lacs. As on
that date, value in use is ¥ 250 lacs and its fair value less cost of disposal is ¥ 238 lacs.

Show the treatment of impairment loss
Will the treatment change if revaluation reserve is standing in the books at ¥ 40 lacs?
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Question# 4 ILL-12 ICAISTUDY MATERIAL

Cost of asset is X 56 lacs with useful life of 10 years. Upward Revaluation done last year of X
14 lacs. Carrying amount at the beginning of the year is X 27.3 lacs and recoverable amount
was X 12 lacs with life remaining 3 years.

Calculate

(a) Impairment Loss

(b) Depreciation for current year

(c) Show the treatment of Impairment loss
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Questiond
Mars ltd gives you the following information relating to PPE on 31.3.2004

a. PPEwas purchased on 01.04.01 for ¥ 20,000 lacs with Useful life of 8 years and with
salvage value X 500 lacs

b. Details of cash flows are as under

2004-05 2005-06 2006-07 2007-08 2008-09
2000 LACS 3000 LACS 3000 LACS 4000 LACS 2000 LACS

c. Discountingrateis 15%
d. Fairvalue less costto disposalisX 10,000 lacs.
Calculate impairment loss and revised carrying amount as on 31.03.04
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Question# 6 NOV -18 EXAM

A machine was acquired by ABC Ltd. 15 years ago at a cost of ¥ 20 crores. Its accumulated
depreciation as at 31st March, 2018 was X 16.60 crores. Depreciation estimated for the
financial year 2018 - 2019is X 1 crores. Estimated Net Selling Price of the machine as on 31st
March, 2018 was X 1.20 crores which is expected to decline by 20 per cent by the end of the
next financial year.
Its value in use has been computed at ¥ 1.40 crores as on 1st April, 2018 which is expected to
decrease by 30 per cent by end of the financial year. Assuming that order conditions of
relevant Ind AS for applicability of the impairment are satisfied
1. What should be the carrying amount of this machine as at 31st March, 20197
2. How much will be the amount of write off (impairment loss) for the financial year
ended 31st March, 2019? = ~
3. Ifthe machine had been revalued ten years ago and the current revaluation reserves
against this plant were to be X 48 lakhs, how would you answer to questions (i) and (ii)
above? T—_
4. Ifthe value in use was zero and the company was required to incur a cost of
& < 8lakhs to dispose ofmwnt, what would be your response to questions (i) and (ii)
above? v
(Assuming no adjustment for impairment to be done for 2017- 18)

| EA
SN M\ I O K VN N S O PN EAN)

Outi ‘\m\ Cost DN
— Qdp.  Chw) L 6o
CA on 2R R 4

T Dep u-a.\ L0 DRYIRS

W) =L



A AL

b HO

U TVLLD Clve =08 f) 836
M VI L\ —3oh) 823}

\(\‘\R\\m QX WA OIS RA oY%

- . A2
‘\‘\‘\> Q&lt\v\a - T

WLlo QR Lot RAR

\) T Dy Ay B 3w Dy Va4
To 00Q VAL TN W)

2) DL Dy by %) R 0 4%

IR AR DL Dt oy
AT S W VLE

W) Cost b dbo v = Blakhy ,yTu= o, fu=
CdN o& X\
VA DYIRS
LV
Q() AUAQN) O
b) Buiep (8B)
\\‘%\J\m 0{\ a) A W) °
L 28




\
] \! +

B?*\QN 0% Ko
" N2
T unde Onde TN M\
—TNQ AL T ibm&km&(m 9%
S o QX TP NN
Do exlp 0& )
Lot w PlL

iy \Mlwned -

Question# 7 ILL-7 ICAISTUDY MATERIAL

On 31.3.2001 XYZ limited makes following estimate of cashflows for one of its asset
located in USA

YEAR 01-02 02-03 03-04
CASHFLOWS | $80 $100 $20 ‘
Discounting rate in India is 15% and in USA is 10%
Exchange rate ason 31.3.01isX45/$
Expected exchange rate on

31.03.02 31.03.03 31.03.04
T48/% ¥51/% X55/%

Calculate Value in Use as on 31.3.2001
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Question#9 ICAI STUDY MATERIAL

TYR RO,
i

From the following details

YEAR CASHFLOWS | PROBABILITY DIS RATE

1. 1,000 10% 5%
2. 1,000 60% 5.25%
3. 1,000 30% 5.5%

Calculate Valuein Use
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Question# 10 ICAI STUDY MATERIAL

East ltd. (East) owns a machine used in the manufacture of steering wheels, which are sold

directly to major car manufacturers

1. The machine was purchased on 1st April, 2001 at a cost of ¥ 5,00,000 through a vendor
financing arrangement on which interest is being charged at the rate of 10% per annum.

2. During the year ended 31st March, 2003, East sold 10,000 steering wheels at a selling
price of ¥ 190 per wheel.

3. The most recent financial budget approved by East’s management, covering the period
1st April, 2003 - 31st March, 2008, including that the company expects to sell each
steering wheel for ¥ 200 during 2003-2004, the price rising in later years in line with a

2 : p— r—
forecast inflation of 3 percent per annum. —

4. Duringthe year ended 31st march, 2004, East expects to Qll 10,000 steering whedls. The
number is forecast to increase by 5 per cent each year until, 31* march, 2008.,

5. Eastestimates that each steering wheel cost X 160 to manufacture, which includes ¥ 110
variable costs, ¥30 share of fixed overheads and ¥ 20 transport costs

———

6. Costare expected t6Tise by 1% during 2004-05 and then by 2% per annum until 31st
March, 2008 ~

7. During 2005-06, the machine will be subject to regular maintenance costing X 50,000.

8. In2003-04, East expects to invest in new technology costing X 1,00,000. This technology

c—
will reduce the variable cost of manufacturing each steering wheelfrom X 110 toX 100




and share of fixed overheads from X 30 to X 15 (subject to availability of technology, which

is still under development]

9. Eastis depreciating the machine using the straight line method over the machine’s 10
year estimated useful life. The current estimate (based on similar assets that have

reached the end of their useful lives) of the disposal proceeds from selling the machine is
% 80,000 net of disposal costs. East expects to dispose of the machine at the end of HD
March, 2008. ) /

10. East has determined a pre-tax discount rate which reflects the market’s MENTORING

assessment of the time value of money and theTisk associated with the asset. e e
» M- \/‘a
Assume tax rate is 30%

What is the value in use of the machine in accordance with Ind AS 36.
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Question# 11
X LTD purchased PPE for RS. 1 lac on 1-4-1990 its useful life is 10 years on 31-3-92, x ltd
estimated FVLCD as RS. 65000 and VIU RS. 72000 On 31-3-1995 Recoverable amount of PPE

is Estimated to be RS. 51000
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Question# 12

1. Original cost of fixed asseton 01.04.17isX 10,000.
2. Lifeis 10 years with recoverable amount as on
e 31.3.18 37,000
e 31.3.20 9,000
CASE -1 - Depreciation is SLM
CASE -2 - Depreciation is 10% WDV method.
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TYKQ.6 SM, SIMILAR TO JULY 21 EXAM
X ltd purchased an asset on 01.04.01 for ¥ 100 lacs. It has useful life of 4 years with no
residual value. Recoverable amount of asset is as follows:
31.3.02 -60 lacs; 31.3.03 -40 lacs and 31.3.04 - 28 lacs
Calculate impairment loss and reversal for all the three years.
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H Ltd. constructed a warehouse at a cost of ¥ 10 lakhs in 2015. It first became available

for use by H Ltd. on 1st January 2016. On 29th January 2020, H Ltd. discovered that its
warehouse was damaged. During early February 2020, an investigation revealed that the
damage was due to a structural fault in the construction of the warehouse. The fault became
apparent when the warehouse building leaked severely after heavy rainfall in the week ended
27th January 2020. The discovery of the faultis anrin_did(Y:ation of impairment. So, H Ltd. was
required to estimate the recoverable amount of its warehouse at 31st December 2019. This
estimate was X 6,00,000.

Furthermore, H Ltd. reassessed the useful life of its warehouse at 20 years from the date that
it was ready for use. Before discovering the fault, H Ltd. had depreciated the warehouse on
the straight-line method to a nil residual value over its estimated 30-year useful life.
Seepmwwate’rfﬁr_o'ugh the crack in the warehouse caused damage to inventory worth
am 000 (cost price) and became un-saleable. The entire damaged inventory was on
hand as at 3]st December, 2019. H Ltd. has not insured against any of the losses. —
It accounts for allits property, plant and equipment under the cost model. H Ltd.’s annual
financial statements for the year ended 31st December, ZWed forissue by the
Board of Directors on 28th February, 2020. ~_~

You are required to
Prepare accounting entries to record the effects of the events after the &ad of the reporting
period in the accounting records of H Ltd. for the year ended 31st December,
2019. Kindly ignore tax impact; - e
Discuss disclosure requirement in above case as per relevant Ind AS; and Will your answer be
different if there was no structural fault a age to the warehouse had been caused by an
—_—T —_—
event that occurred after 31 st December, 20197
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Question# 17

CA of assets under CGU are
P/M =50000

Equipment = 30000
Software = 20000

Inventory = 40000

DTA = 5000

RA of CGU = 115000
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Question#18

an entity which shows indicators of impairment of furniture but it does of not have its VIU
independently CA of furniture ¥50000.

The smallest group of Asets that have independents CFS are P/M and Equipment having C.A.
sof ¥ 300000 & 4000 in B/s.
-~

Net Selling price of furniture 30000
NSP of P/M 270000
(with the help of furniture & eq.)
R.A of equipment 0
Calculate ILif

1. RA500000 *

2. RA 290000

3. RA370000 ‘A 1w
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Question#19

CGU CA LIFE
A1l 4L 10years
A2 6L 20 years

RA of CGU =8 Lacs
RA of CGU after 2 years =10 Lacs
Call.L &reversal of |.L Of CGU
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Question#20

A CGU consists of 3 assets namely P/M 50000', Furniture 30000¢ and Equipment 20000
there is an indication of impairment of P/M & furniture but Furniture cannot generate CF

independently

VIU FVLCD
P/M 40000 38000—
Furniture 25000 ~—

RA of CGU = 80000
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Question#21

Hd ltd has 2 CGU consisting of 3 assests each as under
CGU P/M FURNITURE EQUIP

CA 10 L 5L 5L AV
SX ; 5 L t | ZE 4L
HD LTD has 1 corporate asset of RS. 10 lacs
CASE 1 -corp assetis allocable to only
CGU1 &RAof CGU=24 L
RA OF CGU,L= 18 L
CASE 2 - Corp Asset is allocable to both CGU in the ratio of 3: 7
RA of CGU1 =2000000
RA of CGU 2 =2500000

CASE 3 - CAiis unallocable &
R.A of CGU1 =1800000
RA of CGU2 =1700000
R.A of entity = 4100000
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Question# 16

1. Carrying amount of license of a Coal mine is ¥ 50 lacs

2. Carrying amount of roads constructed for mine is ¥ 10 lacs

3. NetFVofCGUisX 35 lacs

4. Cashinflow for CGU for first 5 yearsisX 15 lacs per annum

5. Salvage value of CGU isX 1,00,000 and discounting rate is 10%
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Question# 17

ABC ltd has three CGU namely A,B and C and corporate assets X and Y. The details of which
are given below

Particulars Carryingamount Remaining life recoverable Recoverable amount

A 500 10 years 600
B 750 20 years 900
C 1100 20 years 1400
X 600 - -

Y 200

Recoverable amount of ABC is X 3,200
Xis allocable and Y is not allocable
Calculate revised carrying amount
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Question# 18
Goodwillis ¥ 6,00,000 in A40% and B 60%

Carrying Amount 10 lacs 15 Lacs
Recoverable amount 9 lacs 12 lacs

Calculate IL of corporate asset.
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Question# 20

A. Goodwillis X 200 lacs
B. CAof CGUisX 1,000 lacs (life - 10 years) as on 1.4.01

C. RAofCGUisX 600lacsason31.3.02
Calculate revised CA
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Question# 19 4

A. Goodwillis 80,000 0n 1.4.2001

B. Carrying amount of CGU isX 3,20,000 on 1.4.2001 ( 20 years)

C. Recoverable amount of CGU on 31.3.03-%2,12,000

D. Recoverable amount of CGU on 31.3.05 -X 3,04,000
Calculate revised CAas on 31.3.2005
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ICAI STUDY MATERIAL
Elia limited is a manufacturing company which deals into a manufacturing of cold drinks and
beverages. It is having various plants across India. There is a machinery A in the Baroda Plant

which is used for purpose of bottling. There is one more machinery which is machinery B
clubbed with machinery A. Machinery A can individually have an output and also sold
independently in the open market. Machinery B cannot be sold in isolation and without
clubbing with machine A it cannot produce output as well. The company considers this group
of assets as CGU and an Inventory amounting to X 2,00,000 and goodwill amounting to ¥
1,50,000 is included in such CGU.

Machinery Awas purchased on 1st Aril 2013 for ¥ 10,00,000 and residual value is ¥ 50,000.
Machinery B was purchased on 1st April 2015 for ¥ 5,00,000 with no residual. The useful life
of both Machine A and B is 10 years. The company expects following cashflows in the next 5
years pertaining to Machinery A. the incremental borrowing rate of the company is 10%

YEAR Cashflows from Machine A

1 1,50,000

2 1,00,000

3 1,00,000

4 1,50,000

5 1,00,000 (excluding residual value)
TOTAL 6,00,000

On 31st March,2018, the professional valuers have estimated the current market value of
machinery Ais X 7,00,000. The valuation fee was 1,00,000. There is need to dismantle the
machinery before delivering it to buyer. Dismantling cost is ¥ 1,50,000. Specialised packaging
cost would be ¥ 25,000 and legal fees would be X 75,000. The inventory has been valued in
accordance with Ind AS 2. The recoverable value of CGU is ¥ 10,00,000 as on 31st March,
2018. In the next year, the company has done the assessment of recoverability of the CGU
and found that the value of such CGU is¥ 11,00,000 i.e on 31st March, 2019. The recoverable
value of machine Ais X 4,50,000 and combined Machine Aand BisX 7,60,000 as on 31st
March, 2019.

Required

(a) Compute the impairment loss on CGU and carrying value of each asset after charging
impairment loss for the year ending 31st March, 2018 by providing all the relevant notes to
arrive at such calculation.

(b) Compute the prospective depreciation for the year 2018-19 bon above assets

(c) Compute carrying value of CGU as at 31st March, 2019.
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Question# 22

A. Costof Investment of Pis X 4,00,000 ( 80% share)

B. Fairvalue of Investment of NCI X 2,00,000

C. NetAssets of SisX 5,00,000 on Date of acquisition

D. Net Assets of Sis X 3,00,000 on Date of Balance Sheet and its
E. Recoverable Amountis< 1,80,000

Calculate Impairment loss and show is accounting treatment.
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Question# 25 ICAI STUDY MATERIAL

A Ltd acquires 80% shares of a subsidiary B Ltd. for X 3,200 thousand. At the date of




acquisition, B Ltd.’s identifiable net assets is ¥ 3,000 thousand. A elects to measure NCI at

proportionate share of net identifiable assets.
X inThousand
i Purchase Consideration 3,200 v~
NCI (3,(_)20 x 20%) 600 600 .~
32800 3,800—
Less: Net Assets (3000)
—_— |
Goodwill 800

At the end of next financial year, B Ltd.’s carrying amount is reduced {o X 2 700 thous@
(excluding goodwill).

-2 Gt A
Recoverable amount of B Ltd.s assets is

Case (i) ¥ 2,000 thousand, Case (ii) ¥ 2,800 thousand

Calculate impairment loss allocable to Parent and NCI in both the cases
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Question# 23 SIMILARTO TYK Q.3 ICAISM | |

A. P acquires 80% sharein SforX 2,100 on 1.4.01, on which date S’s Net Assets were X
1,500.

B. NClisvalued on PSNA basis.

C. On31.3.02 CAofNAofSisX 1,350 and its RAisX 1,000

Calculate IL !
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Question# 24

Sun ltd acquire «-‘ Plutc
by issuing 2 equity shares for every 5 eguig_y shares acquired. The FV of Sun ltd.’s
share was X 4 per share and the FV of Pluto’s share X 1.4 per share. The cost of
issue were 5% per share. Sun limited incurred legal and profe;ssional Cost directly

related to acquisition @
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ICAI STUDY MATERIAL
Pluto Ltd. Sun ltd acquired 8,00,000 shares in Pluto

00The FV of NA of Pluto was X 13, 00,000. NCl is

measured on FV basis. They used market value of shares of Pluto for this purpose.
[-» 0 acquired 3 CGU namely A,B and C and Goodwill on acquisition to be allocated

47on 2:2:1 -
Wi
| I Y S
CA 6,00,000 5,50,000 4,50,000
RA 7,40,000 6,50,000 4,00,000
Calculat@
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On 31 March 20X1, Vision Ltd acquired 80% of the equity shares of Mission Ltd foré 190 )
million. The fair values of the net assets of Mission Ltd that were included in the consolidated
statement of financial position of Vision Ltd at 31 March 20X1 were X 200 million. Itis the
Group’s policy to value the noncontrolling interest in subsidiaries at the date of acquisition at
its proportionate share of the fair value of the subsidiaries’ identifiable net assets. On 31

March 20X4, Vision Ltd carried out its annual review of the goodwill on consolidation of

Mission Ltd and found evidence of impairment. No impairment had been evident when the
reviews were carried out at 31 March 20X2 and 31 March 20X3. The review involved allocatiM
the assets of Mission Ltd into three cash- generating units and computing the value in use of
each unit. The carrying values of the individual units before any impairment adjustments are
given below

Unit&? in Unit BX in UnitCXin
million million million
Intangible assets 30 10 -
Property, Plant and Equipment 80 50 60
Current Assets 60 30 40
TOTAL Q> c&‘\e 170 90 100
VALUEINUSE  Sione> " 180 66 104

It was not possible to rﬁ@ningfuy allocate the goodwill on consolidation to the individual
cash generating units but all the other net assets of Mission Ltd are allocated in the table
shown above. The intangible assets of Mission Ltd have no ascertainable market value but all
the current assets have a market value that is at least equal to their carrying value. The value
in use of Mission Ltd as a single cash- generating unit on 31 March 20X4 is ¥ 350 million.
Discuss and compute the accounting treatment of impairmént of goodwill as per Ind AS 367?
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Questioni 26 ILL 10 OF ICAI SM
On 1st April 20X1, Venus ltd acquired 100% of Saturn ltd for ¥ 4,00,000. The fair value of the
net identifiable assets of Saturn ltd was ¥ 3,20,000 and goodwill was X 80,000. Saturn ltd is in
coal mining business. On 31st March, 20X3 the government has cancelled licenses given to it
in few states.

As aresult Saturn’s ltd revenue is estimated to get reduce by 30%. The adverse change in
market place and regulatory conditions is an indicator of impairment. As a result, Venus ltd
has to estimate the recoverable amount of goodwill and net assets of Saturn ltd on 31st
March, 20X3.

Venus ltd uses straight line depreciation. The useful life of Saturn’s ltd assets is estimated to
be 20 years with no residual value. No independent cash inflows can be identified to any
individual assets. So the entire operation of Saturn ltd is to be treated as a CGU. Due to the
regulatory entangle it is not possible to determine the selling price of Saturn ltd as a CGU. Its
value in use is estimated by the management at X 2,12,000.

Suppose by 31st March, 20X5 the government reinstates the licenses of Saturn Ltd. The
management expects a favourable change in net cash flows. This is an indicator that an
impairment loss may have reversed. The recoverable amount of Saturn’s ltd net asset is re-
estimated. The value in use is expected to be X 3,04,000 and net selling price is expected

to be ¥ 2,90,000

calculate the impairment loss if any
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* INTER DEPT TRANSFER
!

If output of one department is input for another department then it will be considered as case of
CAPTIVE CONSUMPTION (IDT)
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