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Tllustration 1 - Measurement prior to classification as held for sale
Entity ABC owns an item of property and it was stated at the following amounts in its last financial

statements:
31t March, 20X1 LY

Cost 12,00,000
Depreciation (6,00,000)
Net book value 6,oo,oog7—> |0 2001

The asset is depreciated at an annual rate of 10% i.e., X 1,20,00%0.
Entity ABC closes its books as on 31st March each year. During July, 20X2, entity ABC decides to
sell the asset and on 1st August it meets the conditions to be classified as held for sale. Analyse.
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Tllustration 29 \"U;/"

S Ltd purchased a property for X 6,00,000 on 1st April, 20X1. The useful life of the proper‘ry@
years. On 31st March, 20X3, S Ltd classified the property as held for sale. The impairment testing
provides the estimated recoverabie amount of <

The fair value less cost to sell on 31st March, 20X3 was X 4,60,000./On 31st March, 20X4
management changed the plan, as property no longer met the criteria of ,held for sale. The
recoverable amount as at 31st March, 20X4 is X 5,00,000. —

Provide the accounting treatment of events for the year ending 31st March, 20X3 and 31st March,
20X4 and value the property at the end of 20X3 and 20X4.
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Question 3 (Similar ‘ro\f%%v’l% °5°4 w yy
On 1st June, 20X1, enfity X plans fo sell a gﬁ.lp of-assets and liabilities, which is classified as a

disposal group. On 31st July,, 20X1, the Board of Directors approves and becomes committed to the
plan to sell the manufactlring unit by entering into a firm purchase commitment with entity V.
However, since the manufacturing unit is regulated, the approval from the regulator is needed for
sale. The approval from the regulator is customary and highly probable to be received by 30th
November, 20X1 and the sale is expected to be completed by 3_15?/\/\/0:%@,}&_))_(; Entity X follows
December year end. The assetfs and liabilities attributable to this manufacturing unit are as under:
(Amount in X)

A

Particulars Cakrying value as on 31stiCarrying value as o
Dec mber;ZOXO 31st July,20X1

Goodwill 500 \ |/ 500

Plant and Machinery 1,000 \ / 900

Building 2,000 A 1,850

Debtors 850 [\ 1,050

Tnventory 700 [ \ 400




\

Creditors (30;5) \ (250)
Loans (2,000) \ (1,850)
2,750 \ 2,600

The fair value of the manufacturing unit as on 31st-December,;20X0sX 2,000 and as on 31st July,
20X1is X 1,850. The cost to sell is X 100 on both these dates. The disposal group is not sold at the
period end i.e., 31st December, 20X1. The fair value as on 31st December, 20Xlis lower than the
carrying value of the disposal group as on that date.

Required:

DFAssess whether the manufacturing unit can be classified as held for sale and reasons there

for. If yes, then at which date? T

The measurement of the manufacturing unit as on the date of classification as held for sale.
3) The measurement of the manufacturing unit as at the end of the year.
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Question 4: (RTP May 18) @9 Moesen fum — Joil

Following is the extract of the consolidated fmanc atements of A Ltd. for the year ended on:

Asset/ (liability) Carrying amount as on
31stMarch, 20X1
(In X'000)

Attributed goodwill 200

Intangible assets 950

Financial asset measured at fair value through other comprehensive300
income

Property, plant & equipment 1100
Deferred tax asset "\ 250 A
Current assets - inventory, receivables and cash balances X 600
Current liabilities ] (850) ¢
Non-current liabilities - pr'owsuons\c (300) K
Total 2,250

On 15th September 20X1, Entity A decided to sell the business. It noted that the business meets
the condition of disposal group classified as held for sale on that date in accordance with Ind AS
105. However, it does not meet the conditions to be classified as discontinued operations in
accordance with that standard.

The disposal group is stated at the following amounts immediately prior to reclassification as held
for sale.

Asset/(liability) Carrying amount as on
15th September20X1 (In
X '000)

Attributed goodwill 200

Intangible assets 930

Financial asset measured at fair value through other comprehensive360
income

Property, plant & equipment 1,020
Deferred tax asset 250
Current assets - inventory, receivables and cash balances 520
Current liabilities \ (870)
Non-current liabilities - provisions (250)
Total 2,160

Entity A proposed to sell the disposal group at X 19,00,000. It estimates that the costs to sell will
be X 70,000. This cost consists of professional fee to be pald to externalawyers and accountants

As at 31st March 20X2, there has been no change to the plan to-sell-the disposal group and entity
A still expects to sell it within one year of initial classification. Mr. X, an accountant of Entity A

remeasured the following assets/ liabilities in accordance with respective standards as on 31st
March 20X2:




Available for sale: (In X'000)
Financial assets 410
Deferred tax assets 230
Current assets- Inventory, receivables and cash balances 400
Current liabilities 900
Non- current liabilities- provisions 250

The disposal group has not been trading well and its fair value less costs fo sell has fallen to X

16,50,000.
Required:

What would be the value of all assets/ labilities within the disposal group as on the following dates

in accordance with Ind AS 105?
a) 15 September, 20X1 and
b) 31st March, 20X2
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PRESENTATION IN THE STATEMENT OF PROFIT & LOSS

An entity shall disclose a single amount in the statement of profit and loss comprising the total of:
a) the post-tax profit or loss of discontinued operations; and
b) the post-tax gain or loss recognised on the measurement to fair value less costs to sell or on
the disposal of the assets or disposal group(s) constituting the discontinued operation.

1. In addition, this single amount must be analysed into:
i.  the revenue, expenses and pre-tax profit or loss of discontinued operations;
ii.  the related income tax expense as required by paragraph 81(h) of Ind AS 12;
iii.  the gain or loss recognised on the measurement to fair value less costs to sell or on the
disposal of the assets or disposal group(s) constituting the discontinued operation; and
iv.  the related income tax expense as required by paragraph 81(h) of Ind AS 12. y.
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Example:19

Company XYZ has 5 different operating segments, one of which solely produces consumer goods. All
of the consumer goods production facilities are situated in Central Europe. XYZ also has other
operations in Central Europe for other operating segments. In April 20X1, XYZ disposed of its
consumer goods segment which meets the definition of a component of a business and represents a
separate major line of business and would therefore be considered as a discontinued operation.

Example:21

A company carried out a merchandise wholesaling business that it operated from several leasehold
premises throughout the country. The business has been closed, all stocks have been disposed of,
and employees have been made redundant before the end of three months into the next financial
year. At that time, some debtors remain to be collected, and costs will continue to be incurred in
respect of the vacated premises until the leases are disposed of.

In this case, the former activity of merchandise wholesaling has ceased. The outstanding future

transactions do not constitute the continuation of the activity and, consequently, the operation has
been discontinued.



Example:22
XYZ Company has one business segment, and it operates in the UK, the US and Australia. Each of

these operations represents a component of XYZ and a major geographical area of operations.
Management has decided to sell the US operation, which met the criteria to be classified as held
for sale during the year. The US operation should be disclosed in the XYZ's financial statements as
a discontinued operation, despite the fact that there has been no change to the number of business
segments.

NON-CURRENT ASSETS TO BE ABANDONED

Non-current assets (or disposal group) that need to be abandoned will not qualify to classify as held
for sale because their carrying amount will be principally recovered through continuing use in the
entity’'s operation rather through the sale.

However, the disposal group to be abandoned meets the criteria as prescribed in Ind AS 105 to be
classified as a discontinued operation, then the disclosure regarding discontinued operation must be
presented.

Example:12
In February 20X2, PQR Limited decides to abandon all of its coal mines, which constitute a major

line of business. All work stops at the coal mines during the year ended 31 March 20X2. In the
financial statements for the year ended 31 March 20X1, results and cash flows of the coal mines
are treated as continuing operations. In the financial statements for the year ended 31 March
20X2, the results and cash flows of the coal mines are treated as discontinued operations and
PQR Limited is required to make the disclosures as per Ind AS 105.

Non-current assets (or disposal groups) to be abandoned include non- current assets (or disposal
groups) that are to be used to the end of their economic life and non-current assets (or disposal groups)
that are to be closed rather than sold. Assets that are temporarily taken out of use are not to be
accounted for as abandoned.

Example:13
Entity ceases to use a manufacturing plant because demand has declined. However, the plant is

maintained in a workable condition and it is expected to be brought back into use in future when

demand picks up.

It is neither to be treated as abandoned asset nor as held for sale because its carrying amount
will be principally recovered through continuous use, therefore the entity will not stop charging
depreciation or treat it as held for sale. This is because its carrying amount will be recovered
principally through continuing use to the end of its economic life.
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