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Tllustration 39 /

o\
Mars Ltd. gives the fdﬂ%nl\i/ng estimates of cash flows relating to property, plant and equipment on
31st March, 20X4. The discount rate is 15%

Year Cash Flow(X in lakh)
20X4-20X5 2,000
20X5-20X6 3,000
20X6-20X7 3,000
20X7-20X8 4,000
20X8-20X9 2,000
Residual Value at 31st March, 20X9 500

Property, plant & equipment was purchased on 1st April, 20X1 for X 20,000 |gkh

Useful Life was 8 Years
Residual Value estimated at the end of 8 years 00 lakh
Fair value less cost to disposal {b[1'0Y % 10,000 lakh

Calculate impairment loss, if any on the property, plant and equipment. Also calculate the revised
carrying amount and revised depreciation of property, plant and equipment.
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Q) I oty = 26848

'n) Leh = (0000
\\."\) Q\' /w kl\«r‘) < WW/
Tllustration 12 0 Qovel- g\,.\,YL« M
From the following details of an asset, find out: A = ISR ?]b 1 e10}
a) Impairment loss and its treatment. Ho= N 4 N0
b) Current year de&\?ciaﬁon for the year end. h - Y-\o%c/w To st 'Q@/A-
),1"(\
ul
Particulars of assets: / R = "\\
Cost of asset X 56 lakh
Useful life 10 years
Salvage value Nil
Carrying value at the beginning of the year % 27.30 lakh
Remaining useful life 3 years—"
Recoverable amount at the beginning of the year % 12 lakh
Upward revaluation done in last year |¥ 14 lakh
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Tllustration 10: Reversal of Impairment Loss PP oy Pm% e

On 1st April 20X1, Venus Ltd acquired 100% of Saturn Ltd for X 4,00,000. The fair value of the net
identifiable assets of Saturn Ltd was X 3,20,000 and goodwill was ¥ 80,000. Saturn Ltd is in coal
mining business. On 31st March, 20X3, the government has cancelled licenses given to it in few

states. 90000 - (}90([0 r,’[,&@ / &’O&Q

As a result, 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 on31st March, 20X3.

Venus Ltd uses straight line depreciation. The useful life of Saturn’'s Ltd assets is estimated o 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 5 R.f

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 fair value less cost to disposal is expected to be X
2,90,000. AU R LY )
Calculate the impairment loss, H/any. Also show the accounting treatment for reversal of impairment
loss and the subsequent depreciation thereon. Rowren o %ﬁw”/
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Question 11: (RTP May19) @@ (\\\} 1) . %/

Elia limited is a manufacturing company which deals info 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 the 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 a Cash Generating
Unit and an Inventory amounting to X 2 Lakh and Goodwill amounting to X 1.50 Lakhs is included in

such CGU. Y h Sw

L :

Mocre A, Moot b TErdy; Gaadeid
Machinery A was purchased on 1st April 2013 for X 10 Lakhs and residual value is X 50 thousands.
Machinery B was purchased on 1st April, 2015 for X 5 Lakhs with no residual value. The useful life
of both Machine A and B is 10 years. The Company expects following cash flows in the next 5
years pertaining to Machinery A. The incremental borrowing rate of the company is 10%.

o Year Cash Flows from Machinery A m—_— he
\%\\a 1 5N W 150,000 — ! ok AP
2 4 100000 (w0 ok~ o) ,\(W‘
) . 3 A 1,00,000 ?ﬂ”‘
dty 4 GV 1,50,000
5 a1y 1,00,000 (excluding Residual Valuc;.)% RQ
Total 6,00,000 Co00D fwr @Y(r'”

On 31st March, 2018, the professional valuers have estimated that the current market value of
Machinery A is X 7 lakhs. The valuation fee was X 1 lakh. There is a need to dismantle the
machinery before delivering it to the buyer. Dismantling cost is X 1.50 lakhs. Specialised packaging
cost would be X 25 thousand and legal fees would be X 75 thousand. Y- €74 = Lioood

The Tovinliny rot wen \eled o8 fen g b &« The nlovnebe Veleg of Gy if

% 10 Lakh 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 X 11 Lakhs ie on 31st March,
2019. The Recoverable value of Machine A is X 4,50,000 and combined Machine A and B is X

0,000 1 2019.
7,60, as on 31st March, 2019 p\} modr"" ks’b“'“
0009
Regquired: ® l /

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 working
notes to arrive at such calculation.

b) Compute the prospective depreciation for the year 2018-2019 on the above assefts.

Q!q)/l &omgg‘re ﬂ'\eqcar‘r'ying value of CGU as at 31st March, 2019. n E
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Question12: (RTP: Nov19) (MTP Mar21) @ @ Vilee W vde "\w
E Ltd. owns a machine used in the manufacture of steering wheels, which are sold directly to
major car manufacturers. W (’ﬂ\‘ LSS \onm d}/ (24 owtylows

e The machine was purchased on 1st April, 20X1 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.

e During the year ended 31st March, 20X3, E Ltd. sold 10,000 steering wheels at a selling
price of X 190 per wheel.

e The most recent financial budget approved by E Ltd.'s management, covering the period 1st
April, 20X3 - 31st March, 20X8, including that the company expects to sell each steering
wheel for X 200 during 20X3-20X4, the price rising in later years in line with a forecast
inflation of 3% per annum.  d\00, VLY M.’L/ 9 ,/\Rg

e During the year ended 31st March, 20X4, E Ltd. expects to sell 10,000 steering wheels. -

e The number is forecast to increase by 5% each year until 31st March, 20)(8.9950'/ QY \',o?{\/

o ELtd. estimates that each steering wheel costs X 160 to manufacture, which includes % 110 '¢96 |
variable costs, 30 share of fixed overheads and % 20 transport costs. 314

e Costs are expected to rise by 1% during 20X4-20X5, and then by ?}per‘ annum until 31st
March, 20X8. o0, tox,tb<, | bE) 1

e During 20X5-20X6, the machine will be subject to regular maintenance costing ¥50,000.

e In 20X3-20X4, E Ltd. expects to invest in new technology costing X 1,00,000. This
technology will reduce the variable costs of manufacturing each steering wheel from X 110
to X 100 and the share of fixed overheads from X 30 to X 15 (subject to the availability of
technology, which is still under development). 9 o} b e Corm dined (Anhent WN@’M7

e ELtd. is 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 X 80 000 net
of disposal costs. E Ltd. expects to dispose of the machine at the end of March, 20X8.

e ELtd. has determined a pre-tax discount rate of 8%, which reflects the market's assessment
of the time value of money and the risks associated with this asset.

Assume a tax rate of 30%,What is the value in use of the machine in accordance with Ind AS 36?
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Question13: (TP Oct'20) (RTP May20) @ ) T4

PQR Ltd. is the company which has performed well in the past but one of its major assets, an item
of equipment, suffered a significant and unexpected deterioration in performance. Management
expects to use the machine for a further four years after 31st March 20X6, but at a reduced
level. The equipment will be scrapped after four years. The financial accountant for PQR Ltd. has
produced a set of cash-flow projections for the equipment for the next four years, ranging from
optimistic to pessimistic. CFO thought that the projections were too conservative, and he
intended to use the highest figures each year. These were as follows:

%°000
Year ended 31st March 20X7 276
Year ended 31st March 20X8 192
Year ended 31st March 20X9 120
Year ended 31st March 20Y0 114

The above cash inflows should be assumed to occur on the last day of each financial year. The pre-
tax discount rate i(;% The machine could have been sold at 31st March 20X6 forX 6,00,000 and
related selling expensgs in this regard could have been £ 96,000. The machine had been revalued

previously, and at 31st March 20X6 an amount of (36,000 was held in revaluation surplus in
respect of the asset. The carrying value of the asset-a+31st March 20X6 was %6,60,000. The
Indian government haha‘r it may compensate the company for any loss in value of the
assets up to its recoverable amount.

Calculate impairment loss, if any and revised depreciation of asset. Also suggest how Impairment
loss, if any would be set off and how compensation from government be accounted for?
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On 1 January Year 1, Entity Q purchased a machine costing X 2,40,000 with an estimated useful
life of 20 years and an estimated zero residual value. Depreciation is computed on straight-line
basis. ‘

The asset had been re-valued on 1 January Year 3 to X 2,50,000, but with no change in useful life
at that date. On 1 January Year 4 an impairment review showed the machine's recoverable amount
to be X 1,00,000 and its estimated remaining useful life to be 10 years.

Calculate: WO/ MW
a) The carrying amount of the machine on 31 Decerr%[:er' Year 2 and the revalucﬁlon surplus
arising on 1 January Year 3.
b) The carrying amount of the machine on 31 December Year 3 (mmednm‘elx before the
impairment). dYb!\\ | G0Nena Yo b 161)) = = M)
c) The umpmrmenf loss recognised in the year to 31-December-Year4 and its treatment thereon
d) The depr‘ecm‘rlon charge in the year to 31 December Year 4. ~

Note: During the course of utilization of machine, the company did not opt o transfer part of the
revaluation surplus to retained earnings.
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Illustration 11 - NCI measurement and Goodwill impairmem‘gg Wfton oAV
A Ltd acquires 80% shares of a subsidiary B Ltd. for X 3,200 thousand. At mquisiﬁon,
B Ltd.'s identifiable net assets is X 3,000 thousand. A elects to measure NCI at proportionate
share of net identifiable assets. It recognizes

% in thousand
Purchase Consideration (&%) 3,200
NCT (3,000 x 20%) 600 &0D
3,800
Less: Net Assets (3,000)
Goodwill (frip] 800 9 1009 _

/‘

At the end of next financial year, B Ltd.'s carrying amount is reduced to X 2,700 thousand
(excluding goodwill). Recoverable amount of B Ltd.'s assets is: v

Case (i) X 2,000 thousand,

Case (ii) X 2,800 thousand

Calculate impairment loss allocable to Parent and NCT in both the cases.
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Tllustration 11 - NCI measurement and Goodwill impairmenfgg

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 X 3,000 thousand. A elects to measure NCI at proportionate
share of net identifiable assets. It recognizes

% in thousand

Purchase Consideration 3,200
NCT (3,000 x 20%) 600
3,800
Less: Net Assets (3,000)
Goodwill 800

At the end of next financial year, B Ltd.'s carrying amount is reduced to X 2,700 thousand
(excluding goodwill). Recoverable amount of B Ltd.'s assets is:

Case (i) X Z,QOG‘rhousand,

Case (ii) X 2,800 thousand

Calculate impairment loss allocable to Parent and NCT in both the cases.
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Question 2: ( PP Nov18 & Nov'20 Similar) @ @ QN‘V Aﬂ%/
g amounts of which as

ABC Ltd. has three cash-generating units: A, B and C, the carryi
on31stMarch, 20X1 are as follows:
Cash-generating units

Q"\‘”( e

Carrying amount Remaining useful life

(X in crore)

A 500 oD 10

B 750 1500 20 Povbln

¢ 1,100 §p# + 20/ Q0w
w09

ABC Ltd. also has two corporate assets having a remaining useful life of 20 years.

(X in crore)

Corporate asset Carrying amount Remarks
X 600 The carrying amount of X can be allocated on

y/\% % a reasonable basis (i.e., pro rata basis) to the

W individual cash-generating units.

Y @ The carrying amount of Y cannot be allocated

on a reasonable basis to the individual cash-
Recoverable amount as on 31st March, 20X1 is as follows:

generating units.

Calculate the impairment loss, if any. Ignore decimals.

Cash-generating units Recoverable amount (X in crore)
A 600
B 900
C 1,400 .
ABC Ltd. 3,200 [p900 | 1871 /) “ﬂf"’/
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Question 3: Qg % MW

Parent acquires an 80% ownership interest in Subsidiary for X 2,100 on 1st #pril, 20X1. At that date,
Subsidiary's net identifiable assets have a fair value of X 1,500. Parent chooses to measure the non-
controlling interests as the proportionate interest of Subsidiary's net identifiable assets. The assets
of Subsidiary together are the smallest group of assets that generate cash inflows that are largely
independent of the cash inflows from other assets or groups of assets. Since other cash-generating
units of Parent are expected to benefit from the synergies of the combination, the goodwill of X 500
related to those synergies has been allocated to other cash-generating units within Parent. On 31st
March, 20X2, Parent determines that the recoverable amount of cash-generating unit Subsidiary is

% 1,000.)The carrying amount of the net assets of Subsidiary, excluding goodwill, is X 1,350.
A e the impairment loss on 31st March, 20X2.
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Tllustration 21 (MTP Oct'18) (MTP Apr'18) QQM&{A (oAb 0™
Sun Ltd is an entity with various subsidiaries. The entity closes its books of account at every year
ended on 31st March. On 1st July, 20X1, Sun Ltd acquired aTereS‘r in Pluto Ltd. Details of
the acquisition were as follows:

- Sun Itd acquired 800,000 shares in Pluto Ltd by issuing two equity shares for every five
acquired. The fair value of Sun Ltd's share on 1st July, 20X1 was X 4 per share and the fair
value of a Pluto’s share was Wer share. The costs of issue were 5% per shar'eﬂy

- Sun Ltd incurred further leg d professional costs of X 10(‘);909%) that directly related to
the acquisition. 7

- The fair values of the identifiable net assets of Pluto Ltd at 1st July, 20X1 were measured
atX 1.3 million. Sun Ltd initially measured the non-controlling interest in Pluto Ltd at fair
value. They used the market value of a Pluto Ltd share for this purpose. No impairment of
goodwill arising on the acquisition of Pluto Ltd was required at 31st March, 20X2 or 20X3.

Pluto Ltd comprises three cash generating units A, B and C. When Pluto Ltd was acquired the
directors of Sun Ltd estimated that the goodwill arising on acquisition could reasonably be

allocated to units A: B:C on a 2:2:1 basis. The carrying values of the assets in these cash
enerating units and their recoverable amounts are as follows:

Unit Carrying value (before goodwill allocation) Recoverable amount
% '000 '000
A 600 740
B 550 650
c 450 400
Required:

i. Compute the carrying value of the goodwill arising on acquisition of Pluto Ltd in the
consolidated Balance Sheet of Sun Itd at 31st March, 20X4 following the impairment review.

ii. Compute the total impairment loss arising as a result of the impairment review, identifying
how much of this loss would be allocated to the non-controlling interests in Pluto Itd.
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Illustration/ ,@N\ RS |W 1)\ g F‘”"C"! M (;W

Mercury Ltd. has an identifiable asset with a carrying amount of X 1,000. Its recoverable amount is
% 650. The tax rate is 30% and the tax base of the asset is X 800. Impairment losses are not
deductible for tax purposes. What would be the impact of impdirment loss on related deferred tax
asset / liability against Tbg%ist:i carrying amount of asset?

flelore i:{ At Lw(quvw"' m&, “!ﬁm'm-d/
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Question 6:(PP July'21 Similar) A0\We W3¢
A Ltd. purchased an asset of X 100 lakh on 1st April, 20X0. It has useful life of 4 years with no
residual value. Recoverable amount of the asset is as follows:

As on Recoverable amount
31st March, 20X1 % 60 lakh oy o Dy @ hod W
31st March, 20X2 % 40 lakh et n9 larfeinntt U
31st March, 20X3 % 28 lakh { Y%y 4,9 — o) — 54
i
Calculate the amount of impairment loss or its reversal, if any, on 31st March, 20X1,31st March,
20X2 and 31st March, 20X3, rgsen = a54_.
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