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8ﬁ'n|>uj consicler hat ) -
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— If e couh fowe are generaled W forefyn w%-lmn convert /
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-  men v flows are  expraced  tnrough  probabillhy | then ey il e
cobwdoted os fouowe -
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Illustration 4

X Ltd. purchased a Property, Plant and Equipment four years ago for & 150 lakhs
and depreciates it at 10% p.a. on straight line method. At the end of the fourth
year, it has revalued the asset at ¢ 75 lakhs and has written off the loss on
revaluation to the profit and loss account. However, on the date of revaluation, the
market price is ¥67.50 lakhs and expected disposal costs are ¥ 3 lakhs. What will
be the treatment in respect gf_iingclir_m_ei_vt_ loss on the basis that fair value for

revaluation purpose is determined by market value and the value in use is
estimated at ¥60 lakhs?

Solution :-  Impaivmeut Losg - Canvﬂnq Amount -~  Recoverawle Amouni
| | c T

si - 6AeSL
- {0-SL = P2L Dr.
Corying Amouatk :-  Cost < IS0L
il - Depn (1D];p X 4) = (eol)
60m51'n Pmount qolL

- Yeu on Loss ; (\st) = P21 Dr-
CA ofiey rwauohon = I

Recoverable Amount : - Hfamu of ,
- Vawe fn use
a. Net &w‘hg Rite

vaout fn we = £OL
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Net &du'h? Rice :- Suung Mice TS

- st U of .Swfﬂﬂ = (3L
6N-

E
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Recoverable  Amount = GRSl
Buote :. Ac pur A-28: Impafiment Of Assoke  when the mm,’:m amount

of an assel exceeds dve wecoverable amount mpatment los

wil om the oaxet b brfoﬂ down fne m"'i"""J amount fo Tis

Yeoerable cmourt - Sudn Tmpafrment kss will’ pe debited o fiale.
Rewverable amount of an  assed s the hﬂaha of

I Net Seing  Pice-

a- Nowe i e



Illustration 1

Ergo Industries Ltd. gives the following estimates of cash flows relating to Property,
Plant and Equipment on 31-12-20X1. The discount rate is 15%.

Year Cash Flow (¥in lakhs)
20X2 4000
20X3 6000
20X4 6000
20X5 8000
20X6 4000
Residual value at the end of 20X6 = & 1000 lakhs
Property, Plant and Equipment purchased on 1-1-20XX = 40,000 lakhs
© The Institute of Chartered Accountants of India
Useful life = 8 years
Net selling price on 31-12-20X1 = m lakhs

Calculate on 31-12-20X1:

(a)  Carrying amount at the end of 20X1

(b)  Value in use on 31-12-20X1

(c)  Recoverable amount on 37-12-20X1

(d)  Impairment loss to be recognized for the year ended 31-12-20X1

(e)  Revised carrying amount

(f)  Depreciation charge for 20X2.

Note: The year 20XX is the immediate preceding year before the year 20XO0.

on

ca_nas‘_na amouni at dhe end of 03] | F lakhs)

I+ (ogh = 4DOOD

2 less: clepreutrfion - lubas
( A0 000- 1000) [g X 3

3 (hwU\'nj amount = JS31S

Vowe fo wse on 3012-2)  (Zlakhs)
Near Coafowt BReounting faor  Dicounted Cash Roms

2022 A0D0 0-8646 34784
2093 6000 0758 4836 b
0H 6000 0-6S1S A4S
Q0 B000 oS3 4STl-4
Q02b 4000 0-4472 1488-8
A0 1000 0-H91a) 4919
14020+ 4

Revovernble Amount as on  3via-al le'ﬂhex of

I+ Net Sewng Rite e 20000 Lakhs
2. \Nawe b ﬂ&e = q020-K lakhs



: Rewverable amount = 40000 (akhe : la7

Impafrment loss b be vecognfied P-t-c,-e- 31 12-a)

{- Caermm amount = 2837C lakhs
4 R ble amount = Qo000 lakns
3-  (mpubment lex = $315 lakhe

Rewited Canm Amount as on  3i-)a-al

I- Normel C(a l'm] Amount = 25375 lakht
Q- lese Im rrm!, < (s215) lakhe
3. Rwied Camdﬁ)? rmrmum = 20000 lakhe

Depratiattion l‘-t-:re- 31:(2-22

I ea g amount as on A2 = Q0000 lakhs -
- amount tooo lakhe
3. Ozprwable amount Q000 jakne
4 Remall usefid life S years

S- Depvwah‘b fov the 8ear 31r2-a2 = 35@? lakhs

lllustration 2 = Homeworl
I —

X Ltd. is having a plant (asset) carrying amount of which is ¢ 100 lakhs on
31.3.20X1. Its balance useful life is 5 years and residual value at the end of 5 years
is T5 lakhs. Estimated future cash flow from using the plant in next 5 years are:

For the year ended on Estimated cash flow (X in lakhs)
31.3.20X2 50
31.3.20X3 30
31.3.20X4 30
31.3.20X5 20
31.3.20X6 20

Calculate "value in use” for plant if the discount rate is 10% and also calculate the
recoverable amount if net selling price of plant on 31.3.20X1 is ¥ 60 lakhs.

( 8. Venus Ltd. has a fixed asset, which is carried in the Balance Sheet on
H m 31.3.20X1 at T 500 lakhs. As at that date the value in use is ¥400 lakhs and
oMUl the net selling price is ¥ 375 lakhs.

From the above data:
()  Calculate impairment loss.
(i) Prepare journal entries for adjustment of impairment loss.

(iij)  Show, how impairment loss will be shown in the Balance Sheet.



r 10.

Homewovie

From the following details of an asset

() Find out impairment loss = |$:8
— =

(i)  Treatment of impairment loss
(iij)  Current year depreciation

Particulars of asset:

Dituussed i tass b

Cost of asset
Useful life period
Salvage value

Current carrying value

Useful life remaining
Recoverable amount
]

Upward revaluation done in last year

% 56 lakhs
10 years

Nil

% 27.30 lakhs
3 years

% 12 lakhs

% 14 lakhs




