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Purchase price XXX
Less : Trade Discount (XXX)
Add : Non-Refundable XXX
Add : Expense for RTU XXX
Add : PV of DSR XXX

XXX
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A. Costdirectly attributable plus reasonable cot are added to the cost of PPE till the assetis
RTU.

B. é'a—r?ﬁe principles of initial cost as discussed earlier are applicable here also

C. Some special points |

l. Capital advances given to raw material supplier or labour contfactor should not be
added to capital WIP. It is shown as asset under NCA — Advances

—— -

Il Borrowing cost as per Ind AS 23 isincluded , ~

. Depreciation on own equipments on own equipments used in construction will be
included on proportionate basis.




V. Opportunity cost, Abnormal Loss, income or expense that do not relate to
construction are notincluded in cost of PPE
Unused raw material at site does not form part of PPE.

Cote dit MENTORING

CATOUNOATION | CA INTERMEDIATE | CATIAL

If asset is acquired for Deferred Credit Consideration then interest element to be excluded
_— = N
from Cost of PPE.

Question# 1 TYK Q.1 ICAISM

ABC Ltd. is installing a new plant at its production facility. It has incurred these costs:
1. Costof the plant (cost per supplier's invoice plus taxes) % 25,00,000
2. Initial delivery and handling costs X 2,00,000
3. Cost of site preparation 36,00,000
4. Agent commission on the acquisition of the plant X7,00,000
5. Interestcharges paid to supplier of plant for deferred credit X 2,00,000
6. Estimated dismantling costs to be incurred after 7 years < 3,00,000
7. Operating losses before commercial production % 4,00,000
Please advise ABC Ltd. on the costs that can be capitalized in accordance with Ind AS 16.
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Question 2 ILL3 ICAI SM

On 1st April, 20X1, XYZ Ltd. acquired a machine under the following terms: °

List pfice of machine - 80,00,000

Import duty - 5,00,000

Delivery fees - 1,00,000

Electrical installation costs - 10,00,000

Pre-production testing - 4,00,000

Purchase of a five-year maintenance contract with vendor -7,00,000

In addition to the above information XYZ Ltd. was granteg.g trade discount of 10% on the
initial list price of the asset and a settlement discount payment forthe machme was
received within one month of purchase XYZ Ltd. paid for the plant on 20th April, 20X1.
Compute the cost of the asset to be recognized.




SOl Ay bt T M lb o PRE Wil e
Qm¥ Volikd  an A=A\

ENTORING

IIIIIIIIIIIIII

[ hay \€:\‘\t°\ Rocssus
—  ede dtacounk Q\Q'/D K%cbm)
)5 soen

Ay '\W\\ms\"t A\)*Q D osTED

T Oaliv W \ewero

T @ \eckontd e fellakken Chaw Q& \ s
+ Pye Paeduckion Vet v\-wxa

Loat Q% M- AN eeShe

Al W addl fow SQ*‘%V\O\W\QV\‘\R Q' Lok
W BL Stereiir d - D L T(awsess X
:> A (eSS

LN o Nm%\“g S S ISCURINETN Y



Illustration 10 R w-
]

X Limited started construction on a building for its own use on 1%t April, 20X0. The following
costs are incurred:

) I HY

Purchase price of land 30,00,000 MENTORING
Stamp duty & legal fee 2,00,000 e Tt
Architect fee 2,00,000

Site preparation ~ _——— 50,000

Materials_» (Lol =\L =tSL ) 10,00,000,,

Direct labour cost \ (4L - 29es0) ) @.00,000)

General overheads oo 1,00,000

7

Other relevant information: Material costing ¥ 1,00,000 had been spoiled and therefore wasted
and a further ¥ 1,650,000 was spent on account of faulty design work. As a result of these
problems, work on the building was stopped for two weeks during November, 20X0 and it is
estimated that 722,000 of the labour cost relate to that period. The bui!din‘g was completed on
1st January, 20X1 and brought in use 15! April, 20X1. X Limited had taken a loan of ¥40,00,000
on 1st April, 20X0 for construction oWuﬂdmg-The loan carried an interest rate of 8% per
annum and TS Tépayable on 15t April, J0X2. Assume that the ent:tysrdered the
construction period ad@stantlal penoﬂ)f time as per Ind AS 23.

Calculate the cost of the building that will be included in tangible non-current asset as an
addition?

——




Question#3 ILL -1 ICAI SM

On 1st April 20X1, an item of property is offered for sale at ¥ 10 million, with payment terms
being three equal instalments of X 33,33,333 over a two years period (payments are made on
1st April 20X1, 31st March 20X2 and 31st March 20X3). .
The property developeris o@g adiscountof 5 percen (i.e.X0.5 millicﬂif payment is
made in full at the time of completion of sale. Implicit interest rate 0f5.36 percent p.a.
Show how the property will be recorded in accordance of Ind AS 16.
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Question#4 ILL -2 ICAI SM

Pluto Ltd owns land and building which are carried in its balance sheet at an aggregate
carrying amount of ¥ 10 million. The fair value of such assetis ¥ 15 million. It exchanges the
land and building for a private jet, which has a fair value of ¥ 18 million, and pays additional X
3 million in cash.

Show the necessary treatment as per Ind AS - 16.
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Question#12 ILL3 OF SM,TYKQ. 2 SM

Jupiter Ltd. has an item of plant with an initial cost of ¥ 100,000. At the date of revaluation
accumulated depreciation amounted to X 55,000. The fair value of asset, by reference to
transactions in similar assets, is assessed to be ¥ 65,000.

Find out the entries to be passed?
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Question#13 ILL 15 OF SM ICAI

An item of PPE was purchased for ¥ 9,00,000 on 1 April 20X1. Itis estimated to have a useful
life of 10 years and is depreciated on a straight line basis. On 1 April 20X3, the assetis
revalued to ¥ 9,60,000. The useful life remains unchanged atten years.

Show the necessary treatment as per Ind AS 16.
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Question#22 ILL4 OF SMICAI

Venus Ltd. is a large manufacturing group. It owns a considerable number of industrial

industrial buildings are located in industrial zones whereas the office buildings are in central
business districts of the cities. Venus’s Ltd. Management wants to apply the Ind AS 16
revaluation model to subsequent measurement of the office buildings but continue to apply
the historical cost model to the industrial buildings. Is this acceptable under Ind AS 16,
Property, Plant and Equipment?

buildings, such as factories and warehouses, and office buildings in several capital cities. The

Answer:

Venus's Ltd. management can apply the revaluation model only to the office buildings.

The office buildings can be clearly distinguished from the industrial buildings in terms of
their function, their nature and their general location.

Ind AS 16 permits assets to be revalued on a class-by-class basis.

The different characteristics of the buildings enable them to be classified as different PPE
classes. The different measurement models can therefore be applied to these classes for
subsequent measurement. All properties within the class of office buildings must therefore

be carried at revalued amount. Separate disclosure of the two classes must be givenin
accordance with Ind AS 16
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