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A10- Property plant & Equipments (PPE)
PRE RewdeYe

FHCost ? Revaluation ?
-

Subsequent exp ?
reciationLifeDep
↳ methoda4

salem
Valu

of What is PPE ?
↓

Tangible Asset

--
& which is

a) Held for use in expected to be
The production of Used for more
Goods or supply of than 12 months.

Goods/service (or

b) Held For Rental to
others (2)

(eiting or leasing is Busines
activity)
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2) For Administration
purpose

↳singtHey Livingactual e
E Animal

Bearer is UsedFor

&F B . A is Used
plant is supply of
a ppE Services or

For Agriculture ↓ For administ .

PurposePurpose Bearer plant ↓↓ is Held For

Use in production they are#E of Agriculture
PE

As 10 will not be produces (Good) ↓
· Dog

applicable
it has life of factoryearityexcept if it is
more than · House

a Bearer plant 12 months. Camels
Hathis
Far Events
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3) When to Record PPE in the Booke ?
↓

When Two Condition will be satisfied

-
① ②

If Future Economic When

Benefits are expected Consideration

Can be measured

reliably

4)care parts ,
Tools--PRE ?

to
depende an Life
--

Expected tobe (N) Expected to be used
UsedFor Gyr. For less than Lyr.
wmore ↓
↓ them they are

they are also treated an

treatedan PPE expenseFirst

② if atB date

They are having
remanning life

Then treated) an Inventory
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E 5000 space parts purchased Life-GuarthM

Y Janky

"Jan- Purchase alDr. 500

↳ To Bank 50000

Fumier to Trading all)
313 =7 Since they still can be used in nextyear

Hence treated on Inventory !
-

Clos stock 25000

To Trading of, 25000

5OF PRE :- PC + DAC + DCater

⑮loc Dis . Rate = 10%

10yu . ↓
PV= 963858
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culationofCost of PPE

articular At

& Purchase cost E34000 X00 1
,
41
.
37

,
500

(excluding 45t)

2)irectly attributable lost :-

Cost OfSite preparation 141870
-

Technician's Feel (45000x3) 135000
1

-

transportation feel 35
,770

Archit
.
Fee 30 ,000

-

Total Cost of Mathin145
,
00 ,140
-

& Since input Tax Credit is available Hence 657
shall not be treated on lost

.
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#
=873

Loan ? G but.

↑ 251acx50
225 laux 0 . 841 = 2102500

325 lacx 0 .772 = 1930,000

Y 25 lanx 0 .708 = 17700 ,00
-

2095000

Tog =
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·

X
0

.
gite

25

Interest Schedule :
-
-

Yearanda728550(500000) 6023,550
2 63 ,23550 569 ,20(2500,000) 4392670

34392670 395540(25, 0000) 22 ,88 , 010
4 2288010 Glo 2000no

Beg & PPEal Dr . 8095000-
To Crediter 8095000

end Creditors Dr . 2500000
ToBank 250,0000
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Duter. (p2) 72855o
To Creditor. 728558

Tai pur Building
Considerationine⑳ -Cash
Build Fr=lac.

Building alDr . 18

To Machine 12

To Ex- Gam(Pal Y
To carb 2
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Jai-> Car BlacCarIan
↓

Eschunge
white car Pay 50,000

Wh . Car Dr . (BIF)
To B

.Car 2

ToCash Or
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Define Recognitial InitialBleasurement
I g p

Value
↑

FEB cost a) costmodel

PRE (ow)
↑ (PCTDAC +DC) b) Revaluation

↓ Lost ↓ model

HFU reliable
9I PPE Payment

& ↓
beyond Normal

12ma record Credit period

Asself Cost = Pr of Future
outFow

(cash price equivalent)
Initial MarketValue

22 Exchange Traction
Cost =?

Cost =) FrofAsset given (eprioritya

Fr of Asset acquired (indpriority)
(or)

Ch or Assetgiven (iFBoth Favailable)

musingen
of Fr of each ppE

furn
24 PPE (Free or cost Gout.Grant

Cost = 11-er 101-
al perAs 12

(Nominal values
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Building al Dr. 60

Tochine45
To Bank 10
To Gain ar Each . 5 (P2)

Entity A Car X BV1300000

⑮ given

↳
received Cary

&
Cash 15000

Casy al Dr 1285000

Cash al Dr. . 15000

To Car X 1300000
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Cost atInitial Rewa = 1000000

&st Dep 10% = 1100000
-

Fo 980000 900000

upward80000 GainRevaluat
-

Asset Dr. Bis date 980000
Tod
-
directly in Ras

andyr .Deploy98000
#v =

820000

downward

~
/Revaluation

(62000) Lase

Bl=2000
RR 62, 000
To Asset 62000

#year Dep 10%82000)

Ev =For 738000

PR 18
downward (38000) Loss

par 20
Rev .

#00al
ToAsset 38
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# Dep 10 % 700

Fr 690000 -30000

upward Rev . 60000

-
Sham

-90000BS
Asset 60000
To pal 20000

TO RR 40000

# Dep 10 % 69000
Assetfold 635000

&
① Bank 635000

To Asset 621000

To Gam (PED 14000

② RR4000000
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At upward 50000-> PR 50000

and downward 30000 -T PRDV . 30000

-

PR 20 , 000

-
-

3rd upward, 15000 -> PR35000

4th downward 40000-TRRO
Pal 5000

5th downward 20000 -1200000

Total25000

oth upward 60, 000- Pol2500

↳ RR 35000 Cr .
Bal
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Asset ag cost 50,00,000

Prov. ForDep 2000000
-1

Fair Value = 4500000
Revaluation upward-500000

-persona
IstAlternative alternative
Eliminate prov . For I don't want
Dep From Asset to eliminate

provision
① provision Du . ↓
To Asset200

%
Asset Bal = 30 Change7500000xo

= Jor

②NowRevalue upward

Asset orglost↑ 50.1 .

TO RR
*

/15 provision↑ 50%

AssetDr . 25Asset at 45 (B) Toprovision 10

To RR 15
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t
Revision

1) PPE-> Tangible items .

-
Held For use Expected to
· production of good be used For
· Red · of Services More than

· Admst . Purpose 12m
.

· Reubal to others
.

~
Ordinary Business activity

2)Biological Assets => Living Animals a plants
--
Animate plants

-Th /7
Animals all others

Bearer non-Beare
Fas not ↓
admust . PRE ↓
purpose PPE

Not a

(PPE) PPE
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3)ecognition Creterial !
- PPE should be

recorded on an

Asset

(a)
Expected Costcan

FEB
bemeasured

reliably

At Cost)leg DAC Pr Of DC
-

↓
Labe
Installation

professiol
Trampset
Testing .

-ostof ppE
-TConsolidated
Payment Exchange price multiple
beyond normal purchaseI ppEtCredit period Fairvalue

Costof↓ Given (1st)
received (iia) each PRE

Cost =Cash price equivalent (2)
inRatio

Of(pr of outfow) CA if Not FrEnitial My or Lacks Commercial
Subst .
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Gein care in-
Free Cash Grant

↓ ↓
Cost = Nominal Valu Cash paid (PPE)

C74G received

St

6)SubsequentMeasurement (PPE at B)
--

date

Cost model Revaluation
model

↓ ↓
Oug . Cost Fairvalue
- Acc . Dep till date (-) ACC. Dep.
H ImpairementLoss (AS28) (-) Impair Loss
- -

Bl Valur B value
-
-

E&evaluation model⑭
a) Techniqueof Revaluation :-

---
netGross

I ↓
· No elmination Eliminate Provi
Of provision For Dep .

Far Dep .
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& then apply
·o of Change :- Revaluation

Her· Gain/loss x100

WDr

· Org . Cost- %. Change
Prov . For -> % Change
Dep
① Asset Du .

Upward to prov
TO RR

② provision

Downward Par/RR
To Asset

↳eatment of Revaluation GamLoss
--
Gain Loss

--- ~
-TSubsequent

Subseg . Gam EstTime Loss

IstTime earlier loss
Revaluation eaulier gain

↓ ↓
↓ ↓
Pal Loss uptoRevaluation Reserve Gain up to previous RR Bal .

Loss of pal Setoffwith

RR
Bal . Gain = RR ⑦
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excess Loss
in Pal

irealment of Revaluation Reserve

---
Optional Treatment

Mandatory (at the distrition of entity)Treatment

↓ ↓
On Sale of PRE Tumier RR to GR

Trufer RR tot annually equal to
excess DepreciationGR eveter (even though PPEsRev . Res . Dr. not SoID)

To GR
To pa

positiveCommencement
Depis Depar

No method Dep is based Component ↓
provided mandatory an Wise Asset is

in Aslo Pattern ↓ available
OF FEB If For use

a) Comm .

diff life
②

6) Comm . have

Signt . Cost



 

CA. JAI CHAWLA (FCA, M.COM, DISA, IFRS) (7887 7887 05)                                       Page | 18  
 

 

 

·Cessacation PRE

Change in ↓ abonded

Dep method ① CA = RV ↓ Why
↓ ② Dispose

Dep Dep
Continue is

Change in Na mandatory
estimate 6 Retired from

↓ active use a ↓
propective

HFS · Normal

effect Usage
(wear - fear
·Capitalised
exp . Appe

↓
DGAmt.

Imatchingprinciple)

9) Retired From Active Use & HFS

↓
measure at lower of

e Given
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1) De-Recognition /Eliminate Fram Books)
~ Frother

No "expectationleaved, (SMID/disposed/Donate of getting
FEB

Gain/loss =7 Po always

(Gain/loss an De-Reg . never tranferTRR)

1) Changes in Decomm
. /Dism . Liabilities .

H
Compare CAOF Provision

with

Revised provision

Gain/loss
(Decrease or Increme in Liability)
--

Cost model Revaluation
↓ model

directly adjust in OGant
Pre- Trufer to PE

(+/) Depreciation
to the extent

will be revised of evalier
Loss

BalanceFig . in
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FR

: -
Worf with RR
if any

② remaining Loss
in Pal

12) Subsequent Expenditure an PRE
--

Revenue Capital
exp . expenditure
↓ ↓

Regular repairs8 ① Replacement
maint of any

Day to Day Servicing Component
OF PPE

② Majorrepaia

X
OD CA New

if any expand .

atthe time to
replacement capatised
↓

De-Recognise

↓
Tumfer to PE
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CostAircraft 1200C -

-FrTusp .

wings Outer Fur
Jov

·

engine ↓ 2

↓ Body Fixtu
15yes . ↓ ↓

8yrs .

Cost= 400 (v -

Cost= 200 20yus . 5yrs .
[V . Cost 300 Cost↓ tr [V.

300

Dep = 50 Dep : 13 .33 ↓ Cr .

Dep = 15 ↓
Dep=Go

↓
ytend

CA = 60(V.

2/Now Replacement

OD CA With new

Shouldbe Furniture

DeRecognised Cost =⑩V.

to pat ↓
↓ CapitalisedPar 60

T Aircraft 60
Aircraft you
TO Bank 400

her

↓

Airlatant
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iI lost 5000000
-1

Prof 178372
-> PREDV . 578372

DC
ToBank Jolan

178372 Toprovision178372

&ea

homvald Depreciatiness2
PRECA 31/3127 = 36

,

24
,

860

Balanceofprovisionable
21-22 178372 17837 196209
22-23 196209 19621 215830

23-24 215830 21583 237413

24-25 237413 23741 261154

25-26 261154 26115 287269

26-2728726928727315996
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- CA OF provision as an 31/03/27 = 315996

Modification!- at Fr . Beg
Revised Value of
provisionbada

= Pr of 1000a
& 11 : 1. For

19th yo.

=> 231
,995/-

Change in provision => 315996-231995

/Decrease -> Gain)
=> 84000f

7Myu . Beg => Provision for Deto. LiabDr. 84000
To Gain all 84000

↓
Treatment of Gain

/or
PPE is Under PPE is

Cost model Under
Revaluation

↓ model

to be adjusted in PRE ↓
Tumf Gain to Pol

GaiakDr . 84000 to the extent of
To PREaK 84000

earlier Revaluation
Loss

↓ and Remaining
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Gain trufer
Revised CA OF PPE = 3624860 to RR

So60 ↓
GainDr .
ToPey (astperiority

Depreciationa or

= 252919 P. a .

-
treatment of Loss

(when provision art . Increase)
Loss al Dr.
To provision al

--
Costmodel Revaluation
↓ ↓

adjust in PPE Setoff theLoss
with available PRPPE ak Dr .

To Lossk
if any
& then excess Loss

treffer to Pal

↓
RR Dr . (Ast priority)
par Dr.
ToLoss all
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Technique
of

Revduaan
Acpep = 12 lan.

Fair value:Clan

% ofChange=00

= 33 .33 % ie I
3

·
↓

Journal entry.

PPE al Dr . 10

To poor· For Dep 4

To Rev . Re . 6
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Initially Rewg !-PRE Dr . Cost
To Bank

prov. HerDelmm
Totale ↓
life
:

Pu of Future outflowI -so las .

every year InferentMerg
↓

Ent. Cost Dr .
To provision

⑫las.⑳ Provision Bal . -
CarryingArut.

Modification

--T
Change in Change in Change in
actual Term Dis . Rate

outsou

↓ Fayr. ⑭Stan.
18,09

,

397
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28
Life = 10 yes.

- Cost of Machine = E3000 lan

Annual Dep10. = E300 law
(sum)

CA OF Machine
at 4thyr . end

= 3000

() Revaluation
#200Ace

F = 2700 upward

Revisect20a

AnnualDeposi
CA Of5t = 2700 - 450 = 2250Man .

CA or Sir .

= 2250 - 450 = 1800 lan
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9 Oug . Cost = 2 ,
50

,
00

, 000

Life = 10 yu.

Annual Dep = 2500 ,000

Chatyr . 3 beginngt 20000000
Fuatyr . 3 beg - 3

,

00
,
00

,
000

-

Rev . Reserve = 1
,
00

,
00

,
000

-

Yus Beg. Revised C = 3 ,
00

,
00

,
000

UseLife = 8 yus.

Annual Dep = 37,50, ,000

Accumulated
= 1

,
12 , 50 ,000

Dep For Further
3yrs

Yu . stend = Ch = 3 ,0000000 - 1
,
12

, 50
,
000

= 1
,
87

,

50, 000

Las!- Sale Value = 1
,

12
.

50
,
000

Loss (P2)) =7, 500,000
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Revaluation Surplus tum Fer to GR = 1
,
00

,
00

,

000

Case-Sale value = (2
,
50,000

Loss(P21) = 1 ,4500, 000

Revaluation Surplus timfer to GR = 1
,
00

,
00
,
000

culationof Cost of New Plant

Particulareent

Cost of plant 3.0 ,00 ,000

Delivery & Handeling Cost 1.00 ,
000

Site preparation 2 ,
00 ,000

Consultant Feel Jo
,voo

Pr of Dismenting Cost 30oo

-

Total cost = 33
,

80
, 000

ofplant/X
Main Cost Other cost
30 ,00 ,

000 380000
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a) Cost of Motor 500,000 3. 63 ,333

(+ 380000 X%

6) Cost ofOther Component 28
,

16
.
667

of plant 3380000

-563333

&Calculationof Annual

Dea mentMotor

Total Cost 56
.

3333 28, 16 , 667

Life Gyps . 10 yes.

Annual Dep 93
,
889 281 ,667

Chat utu. end 1
,
87

.

777 16
,
90

,
000

Note: - CAOF moter (187777) shall be
De-Relognised & tranfer to pal.

New Moter Cost shall be added to existing

plant.
16
,
90

,
000

. Total Revised

CAOF-160000plant

-
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Revalued Art = 2500 ,
000

--
Motor other
part Component

600000 19 ,00 ,000

Revaluation
- 210000

Gain

&culation
oftheAdanaChat 4thr
5Remaining life yu . Gyrs .

Annual Dep 1
,
20

,
000 3

,

16
.
667

Ac Dep For 480, 000 12, 66 , 66e
↳
years

CA at sty 120000 6
.

33
,

332
↓

end

Sale = 600000

(Total C333Loss (P2)



 

CA. JAI CHAWLA (FCA, M.COM, DISA, IFRS) (7887 7887 05)                                       Page | 18  
 

 

 

interent on deferred Credit shall be
directly turefer to Pan

2) Initial operating losses are not
DAC

,

Hence no need to Capitalised.

I Revaluation Reserve at the time of Sale
of Asset is transferred to General
Reserve

.

# CostorMachine = 1000

(inlarhe)

Life
= 1oyus

Annual Dep = 100

.. at end of by= Goolarms
.

ODTurbine CA is included in above CAOF
Goolac

; which need to be de-recognised
due to replacement.



 

CA. JAI CHAWLA (FCA, M.COM, DISA, IFRS) (7887 7887 05)                                       Page | 19  
 

 

 

Calculation of CA OF OLD Turbine

OfNew Turbine = 45 lan.
Discount Rate = 8 %1.

Cost ofTurne Gyr . ago = 450 x Purbyr .
= 283 .576 lan :

CA OF OD Turbine

Considering 10
yr . total

= 25life
lat 6thyr . end)

= 113 .43

FinalAc Treatment

New Turbine Lost shall be Capitalised2
Depreciation shall be charged according.

MDTurbine CA Shall be De-Recognised
Revised Ch is as Under :-
-

existing (A = 400

() DeRecognition = (113 .43)
(f) NewTubine = 450
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-

Revised CA T 736 .57
-

How to Find out the CA of any component
if No Breakdown is provided in Question

Take Current cost of thata Component -XXX

CPurchase Cost)

↓) Present value Factor at -XXX
Dis . Rate

-

axb= Cost of Old XXX
Comparent which
needs to be

replaced

Accumulated Depr (xXX)
till date bard a

org . Life of
Asset
-

OFOID Component
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(a)
Commencement of Dep : -
-

Entity shall start Charging Dep when

Asset is available for Use.

-essationofDesChanging Dep When
:

-

a) Asset is Develognised on

b) FEB are lapsed on

6) CA is equal to Residual Value

&closion :- As per
the give Question .

Me

accounting policy is not correct.



 

CA. JAI CHAWLA (FCA, M.COM, DISA, IFRS) (7887 7887 05)                                       Page | 22  
 

 

 

&
Machine:- When FEB are lapsed then

cality should deRecognise theHoxt & Change
to Pal as Under :

-

Palak Dr. 2 las
To old machine a las

#Machine : - When ppE is acquired in

exchange of any other asset
(non Cash Consideration) ,

then it should

be recognised at Fair value.

New Mach . Dr . 20 las
To por 20 las.


