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57 marke

As 10-property Plant & Equipment (PPE)

#leaningOf PPE : - Any Tangible Asset which is

9) Held For Use in:-
(i) production of Goods

(ii) supply of Goods or ServicesRenting should-
be main Business (ii) Rental to others : (2)
activity

(iv) Administrative purpose
and

6) Expected to beUsed For more than 12 months

Record Karna

-
2) Recognition OF PPE(in the Books) : -

When both conditions are satisfied
,

then PDE

shall be recognised : -

(i) Cost of PPE can be measured reliably
(ii) Future Economic Benefits Can be

Obtained.

atPr

3) Cost Of PRE :- -
Purchase Cost (t) DAC(t) DC (4) Borrowing Cost

Purchase cost : - Invoice
prices (including Taxe)

If Trade Discount
It Refundable Taxes (GST)
(t) Freight

,
Loading

. Handling cost
(f) Transport 2 Trave it Insurance
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Directly Attributable cost means any
cost which is

necessary to bring the PPE into Useable Condition
,

Such as ! - Initial delivery Lost
,

Site preparation ,

Consultant Fees
,

Installation Cost
,
Labour Cost,

Costing of Testing the PPE (net of Sale of Samples)
SupervisorSalary , Depreciation of any other PpE
Used

,
Rent of

any
PPE Used

, Legal Changer,
Stamp Duty Charges .

Time guarantee Insurance

Dismentling Cost :- Estimated cost to be

incurred inFuture When the PRE Will

be dismented
. (Cost will be at Present

Value)

Borrowing cost : - to be added to cost of PRE
if allowed as per As 16.

-

Solution particulars Amt.
-

-

purchase Cost 3 , 00 ,00 , 000

() DAC 8
,
00 , 00 , 000

#) Present value of D . C . 965000
-

2500000 X 0 .
386

Cost ofppt9,65,000



 

CA. JAI CHAWLA (FCA, M.COM, DISA, IFRS) (7887 7887 05)                                       Page | 3  
 

 

 

Journal Entry at BeginningOF IStyr .

PREaK Dr . 4
,

09
,
65

,
000

To Bank al 4 ,
00 , 00, 000

To provision forols 9650,00I
DC

4) Expenses which are not a part of Cost
OF PPE-(travefer to Par)

9) Admn ./Gener/SRD OH

b) Abnormal Loss
4 Training Cost
d) operating Losses

2) CostOf Relocating the Asset Fram one place
to another

# Marketing/promotion/Advertisement
9) Reinstallation/Resetup
h) Rent of Factory Building
3) DifferentCases of Identification of Cost

a PPEpurchase today ,

but payment will be
deferred atleast for 12 months or more :-

Cost = Pr of Future payments
(also called Cash price Equivalent)
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#anyOnlBuildingpanchardnde
on 31/3/27 of Rs . 60 ,

00
,
000

.
Show the

Alcentrie , if Current Cash price is Flan.

14/26 Building ak Dr . 57,00, 000
To Credit ak 57, 000,

00

3113127 Crediter all Dr . 57
,
00 ,
000

(P2) Interest exp Dr. 300000

To Bank al 60
, 00, 000

6) PPE acquired in Exchange of any other
Asset :-

GeneralRule !- Cost = Fair values (Market Value)
OF PRE

purchased

WhichFair value ?

Astpriority = Ev Of Assets given

and priority = Fr Of Asset Acquired

Exceptional Rule :-When Both Fair values are

not available (2) When the transaction lacks
Commercial Substance

,
then cost of acquired

Asset will be equal to carrying Art of
Asset given .
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:- In Exceptional Rule , Exchange Gain/loss

Will never be recognised . Asset will be
either recorded at Carrying Ant of Asset

given (or) at balancing Figure if Cash is

also involved.
/Refer Ex 5, 6 , 7)

OF As Trump

dutionn In Case of PPE acquired in exchange of

another Asset
,

then SuchAcquired Asset should

be recorded atFair value Of Assets given .

Cost of Jet = Fr Of Lab + Cash
given paid

= 15million + 3 million

= 18 million

Private Jet ak Dr. 18 million

To Land a Building 10 Million

To Bank 3 million

(BIF) To profit on Exchange 5 million
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C) More than One PPE acquired by paying
Single Amount .

Cost of Each Asset shall be determined in
the ratio of Fair values of all assets

acquired together .

↓ PPE Acquired through Govt . Grant (AS12)

(i) IF PRE is acquired From Govt at Free of
Cost then Cost Of PPE = Nominal value

* Nominal value Can be Rs . 10
,
100 etc.

(ii) IF PPE is acquiredFrom Govt at Concessional

price ,
then Cost = Actual price paid

(i . + Concessional price)

6) Revaluation of PRE
At BIS date

, Entity has two options
:

-

a) Cost model (Cost Less Depreciation)
6) Revaluation Model (Market Value

Less Depreciation)
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Costmodel (M) Revaluation model shall be applied
on entire Class Of PPE.

↳ Eg. We can apply cost model on all

Machines; andRevaluation model

on All Buildings.

Cost model Revaluation model

Original Cost- XXX original Cost -XXX

GDyrD
WDv(net) XXX

#ChdyDhdia XXX

XXX

Gain/Loss
-

Fairvalue XXX

() 3rd Dep on (XX)
Fair value

&

WDV (net*

Frequency of Revaluation
↓ ↓
If Change in value is

If Change in Value
Significant2 Volatile

is insignificant

↓ ↓
Revaluation Can beAnnual Revaluation is Mandatory done in 3-5 yes.
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Accounting of Revaluation

9) First Time Revaluation

9) upward Revaluation : - Gain is tranferred to

Revaluation Reserve
.

PPEaK Dr . 30

To Revaluation reserve 30

6) Downward Revaluation :-Loss is transferred

to Palak :-

Pan ak Dr. . so lac
To PrEak 50 lace

.

2) Subsequent Revaluation :-

9) Upward now but earlier Downward :-
CurrentGain upto previous Loss

-> transfer to PS

Additional Gain -> Transfer to RR

PREaK Dr .
To pol(estprioity)
To RR/Balance if any

6) Downward Now ,
Earlier Upward :-(Refer

2in sheet)

Loss (current) shall be setoff will available RR
Balance.
Additional Loss -> Transfer to Pol .
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Revaluation Reserve Dr. (Ist priority)
Profit a loss Dr. (Balance if any

TO PPEaK XXX

Techniques of Revaluation
- Dr .

&4)etmethodAgosto PE
= 120

400000
/I -

Cr .Bal .
accumulated Dep Asset g

Fair value =0,000

a) provision ok Dr . 400000
To Asset 400000

2) Asset al Dr. 200000

To RR 200000

) Gross method Org · Cost = 12.00 ,000

Accumulated Dep = 400,000

(provision)
Fair value = 10

,
00 , 000

Rev . Gain = 200,000

Rev· Gain ( . ) = 200000

=0000x100=
Dr. Original Cost 1200000 x 25 % = 300, 000 ↑

11

Cr . Provision 400000 X 25 % = 100, 000 ↑
-

200000
- -



 

CA. JAI CHAWLA (FCA, M.COM, DISA, IFRS) (7887 7887 05)                                       Page | 10  
 

 

 

Before Revaluation BIS

PRE 1200000

↳) provision
400,000·me-

-
provision (500000)

Utilization of Revaluation Reserves

(RR Debit Kab Kas Hoga)

↓ ↓

⑨ ②
PPE is

PPEiS not yet SOID so , i
Finally

(it is currently being using in ↓
Business)↓ Mandatory Transfer

Option to Transfer RR to GR OF PR O GR
equal to Excess Depreciation ↓
every year RR al Dr.

TO GR
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7) Component Accounting Vemp .

Example :-Aircraft may have t-ollowing Major
Components :- a) Engine/wings-> loyes.

6) Outer Body -> Goyes-

4) Furniture/fittings-> Jyrs

Building (Prestige Point) may have major
Component :-

as Ra work (50-60 yus)
↳ Lift 120 yes

9 Calculate Depreciation on each component
Of PPE separately ifSuch Component

&

is Significant in value & has different
Useful life.

o Replacement of AnyComponent of PoE

↓ ↓
OID Component New Component

↓ ↓

Carrying Hit shall be Cost of New Component

DeRelognised in shall beCapitalised
↓

PENKDV .
419 . 12

PREak Dr . 1358

To PPE al U19 .12 To Bank 1350
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Note : - Overhauling/majorInspectionon sale of Scrap :- Shall be treated as separate
Bank al DV. Component and same All just

like replacement of CompmentTo pal

9) If Carrying Art. Of OID Component is
missing then it can be calculated as

Under: -

⑩13
(i) Current cost of Component- 7500000

(ii) CurrentCost (x) PVF 838 .25
35
,

000,00

(iii) Accumulated Depreciation - 18
,

66
, 667

based on original life till date 419 -12

(iv) Carrying Aut of OID Component - 1633333

( ii-iii] ⑮12

8) Depreciation Accounting
↓ ↓ ↓

(f) (2) &of Dep .i
Depreciation is 1aB7 o
mandatory No Depen Land Pal Capitalised
& to the extent Part . Eto PREpossible an DAC Inventory
each Component

O Intangible
wise

.

Asset
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↓ ↓ ↓

(4) (5) (6)

Depreciation
When to start Change in method
Depreciation?method tr (O2) Useful Life (ov)

↓ When Asset is
Residual value

Method of Depreciation availableFor
Of Depreciation

should always be Use (Ready to
tr

based on pattern It is treated as

Of Use
uses Change in Accounting

Estimate

↓
propective effect
shall be given

↓
(7)

essation of DepreciationEStop Charging Depreciation)
Asset is·CA = RV (Derecognised)

and 3
IF PRE is

inFuture
.

Depreciation Shall
↳ charged Fer

Such Temporary

9) Retirement of PRE
period.

From Active Use and Held For sale

↓ ↓
Stop charging Measure the

Depreciation PPE at lower

OF ! -

9)Carrying Aut.
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COR]
6) NRV

10) De RecognitionOF PPE

/eliminateFrom Books)

↓ t
De Recognise the PPE Gainkoss on
in Case Of ! - DeRecognition
· Sale ↓
· Transfer of ownership (Gift) profit anda
· Lease (Pal)

11) Provision For Dismenting Cost (Practice
shea

9) It is a long Term provision and subject toChange
due to change in estimate Amount of outflow .

6) AccountingFor Change in provision :-

Carrying Art of provision -XXY
() Revised Aut . Of provision-rose
Decrease Increase of provision =>

↓ ↓

PPE(cost model) PRE/Revaluation)
9) Increase in provision (loss) 9) Increase in provision (Lose)

PPEaK Dr . R Dr . (if available)
To provisionFor DC

Por Dr . (If NORR)
ToProvisionFor DC
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Calculate Dep on Revised Value

OF POE . b) Decrease in provision (Gaif
Provision For DC Dr.

6) Decrease in provision (Gam) To Pol (if there is previous
rovision For DC al Dr. Loss)

TO PRE
To RR (Balance)

Calculate Dep on Revised Value Refer E14 Of As Trump
OF PRE . (Practice Note Book Pg . 11)

12) Other ImportantPoints

a) Biological Assets
--

Animals plants

-- Bearer Non Bearer
Animals used Animals ↓ tr
in Agr . Activity Used in

· UsedFor Crops
↓ Business

production of ↓other than
NO As 10

Agr . Act. Agr . Goods No

↓ (4)
ASIO

As 10-

(Dogs For
· Life) 12m

Security of As 10

PPE)

6) Spare parts/Tools/small Equipments
--

Life > 12 m Life < 12m

H ↓
PRE Expense

pat Bl date Unconsumed
then closing Inventory)
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2) Any PPE (existing in Book) if Lost due toFire
or
any

other reason
,
then whole CA

shall be de-recognised through Pol ak

Pau ak Dr . (Bookvalue)Refer26 To PREal

If New PRE received From Insurance Company
then it should be recorded at its Fair

value through P2

New PPEak Dr . (at fu
To Pz ak

& cost incurred to Construct public Utilies (Roade
Bridge , Mailway lines etc) Can be added
to the cost of project i.e Factory if such
Cost is DAC

.

This cost of public utility Can-not be
Separately treated as Asset

,

because it
is a public property .

Badiya
RoadcomA

-
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9) Any Expense of starf salary on any other
recurring nature ,

if incurred during
Car truction of property (a) renovationof PPE

,
Such expense shall never be

unavoidableCapitalised. & /(2189)


