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AS 2 = INhhery y QA 2 -
P8 IS — Lease »y GA Y
AS-16: BORROWING COSTS.,, ...,
Loan © Sume Case
BORROWING COST Apiatise

Meaning: These are the Interest and other costs incurred by an enterprise in connection
with the borrowing of Funds.

Debn issue
Fv 106 IPQ5 pist: TS
It includes the following: DehD Redeem
v’ |Interest| & other related Bank costs| -+ ProceSsing Fetn PV 100 Redeom T102 Pren. 2
op" v' Amortisation of premium or discount related to borrowing LbSS on 0D X7

v' Amortisation of Ancillary costs incurred underwrijr, Fowentmeny Banser fre

RS N v Exchange Differences (Interest on Local borrowings - Interest on Foreign Borrowings)
pue 30 ¥ ond foreign cwrenty Mwtuohvn

RECOGNITION CRITERIA
BOrfoung cosy

Qualifying Takes substantial period of time to get ready for Capitalise
Asset [use or sald[> 12 months]
Others @A x | Ready for intended use when acquired P&L A/c
W

Example :- A31o — Offlce Bldg —— purchase — Ves — QAX

|—' conshrucy —— Yes

csub;’l?unm\ pedo®) — QA V

Pone\ —= purchase - s yes > OA X
Comera
it

AS 28 ——— Papnt Research —— Pt e v

Oeveloprnent — substoncial — &h v
period

hs 2 10Hventory ——» Ready fo sale — s“b-“g";i"f‘ o
purchase — for sole RT ¥- Win
produce — §or sole A

purchase = for conSumplipn
In pocess of production
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loan — Relionee ES ) Debn Investment —— Property

nyor —— QA X AS13 L cost = A3 10 ﬂ
CA RISHABH ROHRA L A6 Borrowing cost
capitony — 1§
Borrowing cpst ko 8A

COMMENCEMENT OF CAPITALISATION

kob Srart hongo ¢ Kab meln use
When all these|conditions are satisfied: assel + Kovno S¥ard

a) Expenditure incurred on Acquisition, construction or Production of Qualifying Asset runde
b) Borrowing costs incurred

@ ¢) Activities are in Progress Relotd 1o

Loan| Liva » Expenditure Tncwrred —— Land purchased  or

) e Office BIdg
Borrowing Cusy —s Opitaided in Offlec BW \abng

consiruction AchtviHea

syory
Toves
RRg Ediech put- 1 2 > 9RR Infra. puk. U3
loon u‘ga Isocr I uhvse
Bank Dr. SO tr |—; Consituchon 0f Ofke Bidg
To toon SOCr ap v
10} MC Dr. Str RRG loon Vv
J0 Bonw A SCr Trvet v
paL mc  Dr. SCr Expendifure X
™ Int MC  SCr s, canno}d cupimise
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TYPES OF ELIGIBLE BORROWING COSTS

Borrowing Costs eligible for Capitalisation:

8.5tr a) Specific Borrowing Costs [Actual Borrowing Cost - Interest from Temporary Investment]
b) General Borrowing Costs 8150 @  g-250er

STEPS FOR CAPITALISATION
capitalisation Rok | WACC
Step 1: Compute Weighted Average Expenditure [Expenditure x Period]

Step 2: Compute Average Interest rate (capitalization Rate) for other than Specific
Borrowings [In case of more than one General Borrowings]

Step 3: Compute amount to be capitalized

a) Use Specific borrowing first [Expenditure on specific borrowings x Interest rate]
b) Use General Borrowings for balance [Balance Expenditure x Capitalization rate]
Notes:

v Amount capitalized cannot exceed Borrowing Costs

v" Apply Different rates for all specific borrowings

v" Apply Single rate for General Borrowing

Computation of Total Cost of Asset

Cost of Asset -
Add: Interest to be capitalized as per AS 16 -
Total cost of Asset -

Example - Sptific Borrowing
VCGurukbL Office Bidg [construck) — &h v

Fp — ©@Cipa = INY Red- For im

0-20v
L Lean TS0 01 p-.o. taken on olel2Y4
Daie Bt o Expenditwre L, fun omount won Repalt on 30108125
0llo2124 I5er ON02124 ——» 20106125 = 1T Month
ononay 10¢y ono9l2y — 30106125 = J2lwonth
311121 24 20y ahioy — 202066\\3 : Graonih
W06 125 03125 SCr 3\\\08\!;.; Rmd;; "~ 3manth
01102124 one24 M2l2n 3103 15
— | | | |
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Tt okrat = S0Cr X \:a%x Q je gascr ‘f’g: :::{:::::. X :‘"75
© Income on Temporory invetment _0-25Cr 20Cr X 10)-/12% 6 = |
8.50Cr Ser X 101./12% 3 — 0-12§ 4.250
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Example 2 1~ Qgenerdl Bovrowing

-

VS Q 0. p.0
Took Toial isDCY Loap —— Hb‘c 5o P Bank MC DR 150
on o1leN)24 I\"—’ Pxis  2Ser @ W pa ™ Loan from Hope 15
Repoy X ST SOCr @ 129, p.o To —4— Axds 29
. . T - TeSXT 90
construchipn Of OfRce Blds SQCY
Doie Am}. of Expenditure
Ollo2124 15 0N0212Y —> 30106125 = 17 month
onotlay \0Cy onollzy — 23006125 = 12roonth
31121 24 Wyt alizlay — 30006125 = 6roonkh
A02125 31)03125 — 3006125 = 3month
0106125 S0 »Bldq Ready fo use
ooy onolidk 212 3\\bl3 125
] | | )
| | | | I
onmiau VXY 10Cr 0Cr 5Cr Nl 25

oto0 Mlerest — 15€r X (O% [12 X 2 — I5Ur
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80Cr x 127 /12 ¥ 2 — \2¢v

3250
© Burowing Cost fu be ropitolised —— 46 Serx 10-83), 12X 17—
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20CY X 10.83% 12% 6 —
SCr X 10-831./12% 3 —

Example 3 1~ generol Borrowing

F Q 10} p-o

Took Torol 1SDCr Loan ——— HOFC 50 P BoNK MC O 150
on 01\e1)2uL I\‘\—v Ax\s  25Cr @ W/ pa TO Loon Jroro WoPfc 15
Repoy x IXTCT  SOCr @ 120, p.on To —tv— PAxis 25

. . [ 30100124 To - ISXT S0
constructipn of Office Blds y5cr )
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ollo212y )5Cr oNo212y —» ni2y "™
oNno112Y 10¢y onodlzy — 3y M
30108124 Wty 30041y — 32y 3m
: » 3212y Ready o use

WACR = 11-15

Tota tnKrest qgcr x (OF. [12 X12 — TStv 5 + 25 HS0x3)) W5

25Cr X W[ 12 X\2 — 2.15¢Cr
§0Cr x 121 /12 X3 — 150r

1-1s¢r
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TUUSIroNoN 2
New Bu‘n&\‘ng consiruchon, olgal — Srort

Specifion _Loon %1,00,000 0oy o injreaf Rok 107

genera! loon ' X 5,00,000 0p. Ols - ).
) 2 X G.00.000 Op. 013 —n— 131
Dole of Expmdi‘\un Dade 0} LWmwplehon mMonH) BMOUN;  Specif Loon qeneral Loon
cn\'m\:n 311232 ' 12m 2.00,000 1,00, 600 100,000
MILEYED 3212 am, 2,350,000 - 2,580,000
0HOTI 3naa em 4,50.000 - 4, $0.000
G2l al 3i2) 1o 1,20, 000 - h 20,000
10, 20,000
e\ o} Amoun} fo be cop?m‘\sed T

specibic Logo 1,600,000 X 10} x 1212 — 16,000

gencra)l Loan ——— 100,000 X 12-2q% 12 x 12 ik 12,290

100000% 12112 > 1000600 2.50.900 x 12-2a)-[12 ¥ @ i-e 2304315
asboobx &)y = 181800 4,50.000 X 12-29L 12 X6 J.« a7,652-S0
hsoovbXx 6112 = 250DV 1,120,000 x 12-28Y[12 x\ je 1,299 2642825
120000 Y12 = 10000 29800 ¥ 12:297 — _
L capiolise 14, A8 25
Bvilding At Rr.  10,20,000 ,»eunm M Dr. 7y,d15°as
Porrowing Cosy Mc  br. 182,000 — P mc Pr. 1.07,18y.7§
| _To I(BJlmK [alM 'n.oz,ooo ALY Bormwin% cosk A 1,82,000

\\4
[ WLxwo) + suxnn 4 9L x131)

____@ﬂ_u_‘____l;Qb_-___0_¥____m§j_3b_h§ 0Ng- ca;ﬂtuu‘suﬁon Rok < 5,00.000 x Y% x 212 + 9,00,000x)13:X'2 12
1L, 00,000 X104

S5.000 1 1,11.000 %-100
14,00,000
12.286 /. _or 12:29°A
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Qe
 Inirest on Tnkr torporate Deposit * a0l x qf x'"2)12.  — ¥1,30.000
Inferent on 0)0 = 4,00.000 % 107. %X 912 1-€  ,30,000

+ 4,00.000 X 127, x 212 T E 8,000 z

+ 800,000 X 127.% Y12 ve I 200D 4,00
Loan o103 _T3L

& T4LL > | e— gL —
107. 12

onoulal oMoNaa Nn\03122
IDKvent Resy

Capita) Rah =

1,980,000 + 46,000

%00
90.00.000 + 400000k M + 200000 X }
12 12
e 2,86:000 ., e 9.29Y.
— > UV
a_l-\!331333
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CA RISHABH ROHRA For some Tmporary Copitolisation

SUSPENSION OF CAPITALISATION

Suspend capitalization whenIactive development interruptedl

Exceptions:

a) Substantial technical or admin work carried out
b) Temporary delay on part of progress

¢) Unavoidable reasons, etc.

I0Y- cosy T I2L

=)

/' hos Stopped and Wil resume in fuhmé

ls Reqason — 0me +h3ng Q'bl\OVmu\\y

oo 24 otlot2y 3016hjay Oi\STI2h N2k 32124
Bﬁdge Complek
contruchon . v
Stort v Erployee Reony roiojall
I l
S\T\\'\e CD'\S\T“CHQD
l _ Srop
(;o;;\mchon Every yeoar
L copitalise —= ONON2W fo 310N 3V ©, oW of 12m
s\)s‘)gnsd — 0Ny o 30lopl2h 1M L' hm - Il
L ym - L Pl

opitalise — ONesi2e o Ay 3m Y
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CA RISHABH ROHRA copifalisohion Wil stop é
/ permonenity

CESSATION OF CAPITALISATION

— v* Normal Case: Cease capitalization wheri substantially all the activities are complete,|

V' Construction in Parts: Cease Capitalization when complete part is capable of being used
while construction continues for the other parts.

L pecora hon R
0OF comYalise
> onoula L 3“&!‘21 301
wostrucHon con rruchon
stock complete
l . -~ .
Substoncion y o\l achvih®
Qe comple}-c

—— veguruka

l

Lond purchase .
r OYitce use
construct 4 Bidg } for offie

T T2 73 Y

|
|

Each Yower con be used after 1+s Compiehion and
is not dependent on other ower

DISCLOSURE REQUIREMENTS

Kya XTGIT ! Ab Disclose @YX o>
v" Accounting Policies adopted for borrowing costs
v Amount of borrowing costs capitalized during the period
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P
Loan amt > £200L
Int on Loan > 3.30L [ 2001 x15%)
Phase\ Phase 2 Phoge3 Phase 4 Tora)
Tot-_Expend) ture 34L 6ulL S5L 631 2211
AocarRd 1Nt L-g2L 8-69L 7-4L q-221 30L
[30oLx3a]  [3oLx6u ) [30Lx 55| [ 30Lx 62 |
U ggy) L o) 921 ) L 221)
In} = copiionse 2.3\1L L-3u5L 1-4L q.22L 23 -345L
|
L, par me 2-3|L u- 3450 - - 6-655L

G
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Q15
o 201 Perind
Dot o} Expenditure | Expenditure 38 a8 S8 98
ovoulay 10,00, 000 1oL ) lam -
01108121 24.,00,000 oL gL \2m|  8m
0W01192 4, 00.000 - Li - 3m

SB — apL - o1loy|al

— 1ol use O1loula)

~.—_ Int for unuged perind — capitoliv v

L
1die {lob) 0110812
3B — Koi aur PUrpose X use

0L X 107.

1YL x 12 x 812 —8m8

aL x 129 x 3 —

3-2uL

o
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