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AS-10: PROPERTY, PLANT & EQUIPMENT

STUDENT
|
QUESTION 9 C Bls.: amuoud NOTES

On March 31, 2018, Dalal Ltd. traded an old car having a carrying amount of X

|
|
16,800 and paid cash diﬁerence o( 36,000 for new machine having a total cash :
price of ¥20,500. On March 31, 2018, what amount of loss should the :
|

|

|

|

company recognize on this exchange? Car Mozfue
S— SEE——
Answer C-¢ — RAT (f-—=RAT
[

J I
Sty- D - towm: Subs — Mdelt- ost
Quote: As per AS-10, when a PPE is acquired in exchange or part exchange for l 16V of car

another asset, the cost of the asset acquired should be recorded either at its | | 2 P oF mate
fair market value or the fair market value of the asset given up, whichever is : 0
more clearly evident, adjusted for balance payment or receipt of cash or other || |W-& eidend

consideration.

|
|
. . : , 1 " 0s00
Analysis& Conclusion: In the given case the cash price of the PPE acquired is | e
known. Hence it can be said that the fair value of the asset acquired is more : mot - D
clearly evident. Hence the PPE acquired should be valued at 20,500. | A0SDO

Also, we need to calculate the profit/loss on the disposal of old :

Car. The difference between the FV of new Car and amount payable is treated :
as FV of the old machine i.e.X14,500 (320,500 - 6,000). This can be treated as :
sale value of old machine and the difference between the selling price of old |

machine and book value is recognized as loss i.e.X2,300 (16,800 - 14,500). :

¢

Car =X 14,500 (bal.)

Cash given =X 6,000

/

A/I\/Iachine Acquired

Car Sold
Value =X 20,500
Carrying Amount = X 16,800 Fair Value =< 20,500
Exchange Value = < 14,500 (Cash Prize)

Loss incurred = X 2300
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