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llustration 1

Ergo Industries Ltd. gives the following estimates of cash flows relating to Property,
Plant and Equipment on 31-12-20X1. The discount rate is 15%.
—eeeee?

Year ?-_'j‘i_ Cash Flow (Zin lakhs)

20X2 4000

20X3 6000

20X4 6000

20X5 8000

20X6 4000 -
Residual value at the end of 20X6__~ = ¢ 1000 lakhs
Property, Plant and Equipment purchased on 1-1-2 = ¢40,000 lakhs @
Useful life = 8 years

- ———
Net selling price on 31-12-20X1 = ¢ 20,000 lakhs
- - PEYA
Calculate on 31-12-20X1:
(a)  Carrying amount at the end of 20X1 S ‘\"2\5'\ - D_O Xy
(b) Valueinuse on 31-12-20XT St pL Qe PREN
(c) Recoverable amount on 31-12-20X1 séc\§')_ 9 ooei.
\—
(d) Impairment loss to be recognized for the year ended 31-12-20X1 Q0 \o
(e)  Revised carrying amount AN X > —
() Depreciation ch f‘20).(2\ RN <
epreciation charge for i ¢ "
T e A0 353
Note: The year 20XX is the immediate preceding year before the year 20XO0.
= oy
p————
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SRR - o Reporing (4 Marks, Nov. 2011) ustration s [

G Ltd., acquired a machine on 1°" April, 20X0 for ¥ 7 crore that had an estimated
useful life of 7 years. The machine is depreciated on straight line basis and does
not carry any residual value. On 1°" April, 20X4, the carrying value of the machine
was reassessed atnd the surplus arising out of the revaluation being
credited to revallation—reserve. For the year ended March, 20X6, conditions

indicating an impairment of the machine existed and the amount recoverable
ascertained to be only ¥ 79 lakhs. You are required to calculate the loss on

impairment of the machine and show how this loss is to be treated in the books of
G Ltd. G Ltd., had followed the policy of writing down the revaluation surplugdsy
the increased charge of depreciation resulting from the revaluation.

"X \Waoy
_gi\-\\" 6*“?\ CA ONOWn BN-3-2sot
Cosk" F o
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QUESTION: 4 Financial Reporting (4 Marks, May, 2013)|iustration 4
X Ltd. purchased a Property, Plant and Equipment four years ago for ¥ 150 lakhs
and depreciates it at) 10% p.a.7 n straight line method. At the end of the fourth
year, it has revalued the asset at ¢ 75 lakhs and has written off the loss on
e —_—
revaluatjon to the profit and loss account. However, on the date of revaluation, the
market price is ¥67.50 lakhs and expected disposal costs are ¥ 3 lakhs. What will

be the treatment in respect of impairment loss on the basis that fair value for
revaluation purpose is determined by market value and the value in use is

estimated at 60 lakhs? &?\v\ \sth)
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QUESTION: 10 . FINANCIAL REPORTING NOVEMBER, 2018 (5 Marks) Practical Questnon%(

pd

A plant was acquired 15 years ago at a cost of T 5 crores. Its accumulated
depreciation as at 31° March, 20X1 was ¥4.15 crores. Depreciation estimated
for the financial year 20X1-20X2 is ¥ 25 lakhs. Estimated Net Selling Price as
on 371" March, 20X1 was & 30 lakhs, 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 ¥ 35 lakhs as on 1°' April, 20X1, which
(s expected to decrease by 30 per cent by the end of the financial year. 360



(1)

(i)

(,

(tv)

Assuming that other conditions for applicability of the impairment
Accounting Standard are satisfied, what should be the carrying amount

of this plant as at 31°" March, 20X2? o (aes- -~
How much will be the amount of write off for the financial y ar ended
- 12 -
37* March, 20X2? 33’)’[&” — 2 (
/L 29§

If the plant had been revalued ten years ago ‘and the current
revaluation reserves against this plant were to be ¥ 12 lakhs, how would
you answer to qu?stions (1)) and (i) above?

If the value in use was zero and the enterprise were required to incur a
cost of ¥2 lakhs to dispose of the plant, what would be your response to
questions (i) and (ii) above?
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Practical Questions ]
Good Drugs and Pharmaceuticals Ltd. acquired a sachet filling machine on

1*t April, 20X1 for 60 lakhs. The machine was expected to haWe
life of 6 years. At the end of financial year 20X1-20X2 the ﬁcarrying amount
was w. A short circuit occurred in this financial year but; luckily the
machine did not get badly damaged and was still in working order _at the

close of the financial [ year. The machine was expected to fetch ¥ 36 lakRs8if

sold in the market. The machine by itself is not capable of generating cash

flows. However, the smallest group ip of asset comprising of this machine also
(s capable of generating cash flows of ¥ 54 crore per annum and has a
carrying amount off? 3.46 cro@All such machines put together could fetch a
sum of ¥4.44 crore if disposed. Discuss the applicability of Impairment loss.

. " ————

%Q\V\"‘ Mutin R — C-A- — Qoo
S0 AR \pl




T_\v\\?o&s\&wu& 0% %%A\g\\\ ‘\'_'

osessiong
A ( e
e D%
s
Z | 2
. .
% &
> st S

eg 1)  Lwolhaw A a - aNesteble MENTORING
Comow ,  Tulole | ke am dQwill
Ck 5550 Svso \Yose D) Sty
Y I\ DAY

— L o& LW Seso

W

%'\ Sk La'tdn a\\;a

SRt Awoidh O e ey
\w AR Q\-‘\' Q'\Q)S\\Q’

SEPTEMBER 2025

Grace Limited acquired business (cash-generating units) of Venus Limited on
37* March 2023 for ¥ 8,000 Lakhs. The details of acquisition are as under:

Fair value of identifiable asset : ¢ 6,000 Lakhs

Goodwill (to be amortized in 5 years) : ¢ 2,000 Lakhs
362

The anticipated useful life of acquired assets is 8 years with no residual value.

Grace Limited uses straight-line method of depreciation. On
371°" March 2025, Grace Limited estimated significant decline in production

due to change—tn—Gavernment policies, the net selling price of identifiable
asset (§ < 3,000 lakhs. Grace Limited closes its books on 371°' March of each
year.

The cash flow forecast based on recent financial budget for next 6 years are:




The cash flow forecast based on recent financial budget for next 6 years are:

You are required to calculate:

Year Estimated cash flow (T in Lakhs)
2025-2026 1,000 SR .

L =
2026-2027 800 SENNIN
2027-2028 700 e
2028-2029 800 o GRY.
2029-2030 600 80|l

<
2030-2031 500 o TR

_

L5

() Value in use if discounting rate is 10% on 31 March 2025.

(i) Impairment loss to be recognized for the year ended 31 March 2025.

(ii}) Revised carrying amount of asset on 31 March 2025.
(P.V. factor @ 10% 0.909, 0.826, 0.751, 0.683, 0.621, 0.564) — (7 Marks)
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