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a
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YES
u Tf to getready for its
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Add to costof
Asset



Espetic Borrowings

Egf Loan taken an alloy x of 100cadres 12 for 12months
loan was taken for construction of a Bldg which commenced on

ailoulx was completedon 3131 2
The company invests idle funds 7 p a earns 70.5 cadres

Calculate B C to becapitalised

Total B C Actual 100 cry 121 121
12m

12er

IncomefromTemporary Inst loser
BorrowingCost to be

cap
IIsery

Addto costof Asset

Egf Assume in the above example the construction of the Bldg was

completed within 9months Assume this is substantial Period

SEE Total B C too er x 121 X9112m 9 er

E Temp Ine an Inst Belongsto the fostersubstantial period

B.c to be capitalised 8 ter

Bal 3m Jut



General Borrowings

Egas On oilou Xl Term loan 121 too er

Bank loan 141 775er

Debentures 8 7125or

300 crores

Fundsutilized for construction of Building construction completed on

313123
01104 X1 50 crores

01107 X1 75 crores

actor x2 25 crores

Steed
gityjigggate

totalsutlweightedAug
weighted Average Total Borrowings weightedAvg

12er 10.50 T 10er x 100
100 75 T 125

333 4100

10.83 p.a
Maan 10 Single loanHe

300 er
Rate 10.83s Borrowing cost to be capitalized

pa0109 X1 50 er X 10.83 X1412 5.415er

aclotX1 75C x 10.831 X 9 12 6.092 er

or lol X2 25er x 10.831 X 3 12 0.677 er

Total B C
to becapitalised 12.184 approx

Total B C gu 32g
2 12.184 cap a A

20.316 PIL
Blf



MEI Inededuct idle fundsonly in caseof specific Borrowing
not in case of general Borrowings i.e No concept

of'idiemfonds in

generalBorrowingsc

why In specific we take Jut forQualifyingperiodon full Aultof loan
Parespective of whether it was fully used or not

Deduct Income from idle funds

But in case of general Borrowings we compute B c to becapitalisedonly

for the mouths the exp was incurred

Egyspecific Borrowings t Gen Borrowing

011041 1 Specific Borrowing 10 Look 30 crores

011041 1 Gen Borrowing Term loan 12 100 crores

Bank loan 147 75crores

011071 1 Gen Borrowing Debenture 87 125crores

Utilization of above funds in Qualifying Asset
30er S B

alloy X1 50 er 20er GB

01107X1 75 er G B

01161 x2 25 er a G B

Const Completedon 311031 2



some steps face capRate Total Jat weightedAug
excludes.B TotalBorrowings weightedAvg

ConeyforGB

12 t looser y y.gg

125 8 9 12

looer For t 125193 75
1250 9112

11.167 p a

Step B c to be capitalised
A S B 30or X 107 X 1412 3 or

B GB Mr X11.164X 412
20er

2.23 er

Her x 11.161 X 9112 6.28

25erx 11.161 3 12 0.697

12.21 Total B C to be Cap

Specific General



Illus 6 Fact's Ofc
Bldg

SpecBorrowing

Jutto be capitalised 90000 180000

locxatx 1412 201 97 1412

17500 350007
Legs Incan Temp Inst

51 74 1112 10474 6 12

ApriltoSept
theywere idle

B C to be capitalised 72500 145000

Total cost of the Asset 10,721500 21.45.000

10,001000 72500 2000,000 145000

Illustration 8

Specific Borrowing 141 Deb Taken for constructionof ActiviesNotyet
Bldg started

i No B C will becapitalised
GeneralBorrowings used for const of plant

step cap Rate lance total weighted AugJat
excludesB Total weighted Aug Borr

1000 181 3000X 167

1000 3000
X100

92 x 100

16.54



Step B.c to be capitalised

01109X1 SIX 16.51 11 12 82500

eloi x2 252 16.57 3112 1

34B c to be cap

Illustration

step capRate 1 1 100

117

step B.ctobecay

01071 1 250000 X 111 9 12 20625
01 1241 300000 112

y



Illustration 13 LPR

Sp Borrowing of 22 91

Step capRate Wace GB

FIX 124 T 92 111
72 92

11.43757

Step B c to be cap

Sp Borrowing ye ay 114
to tan

15,000

GB Borrowing

Aug 150000 11.43757 X6 12 8578

Oct 350000 X 1143757 9 12 13344

Jan 100000 1143757 X1 12 953

37875

J E to be passed
Assume

31101118 Bldg Ale Da 837875 81 37875

4To CIB Ale 800000 Tatts
payable

to LetpayableACC 37875

Bldg AleDa 837875 I
AssumeJutis

TOCCB 837875 paid



Illus 14 LDR pen exam waite formula

Step Cap Rate WAC G B 102 12.51 Istx 107
101415L

111

Step B.c to be capitalised
S B 650004200007 45000

G B 1stApril 22 2 SB
30thJune 5L SB

12 111 9 12 8250

31stDec 121 117 3 12 33000

31stMarch 22 111 0 12 0

86250



Illus16 LDR FI t IndAS23

step EI FL

O 1.8L inflow 22 107 Disc

1 4 Gokp a outflow coupon

athyrendCL outflow Princip

outflow

10 of F www.Iqgjgggeinpu1
fx

I

refer F I

FY ofFL 180000

OItFv pyofFcF EIR

2OKxAFOf4yrsa13 391 t2LxD.F of4thyr 13391
180000approx

Step EIR 13.39

Step LAT FL for Lyn Be to becaponly for 24ns

Repay'marend apn as

180000

At 13.39g

I 24102 20000 184102

2 184102 24651 20000 188753

48753
He

B c to be capitalised Asper IndAS23



Ones CPR

AFI Given Deb 301 at
12m

Overdraft
c

42911m 8191m
Jan toMov December

9m Jan to Sep 2m ataman
15

121 1st

once capRate Total Jutleveiguted Aug on
34,433

Total Borrowings weightedAug

9.50 p a

WI Total Jat Total Borrowings weighted

Debenture Deb
301 91 12 12 270000 301 12 12 301

914Th 300000
is

is 41 151 2 12 10000 92 2
12 66667

am

e326000



IMF capRate 6

31
it

stepI Be to be cap

Plant 4ham Last 5701 111 56.10

Advfor Add Asset 542 111 5.94

Inlooking cap CMot a QualifyAsset
B C to becap 62.04

B c Catto pic
we 56 Lx 111 6.76 Trf to Pll

PartB Contractionperiod Ilm Not a d A
He

Refer O B for Sol



Illus 15 CPR

A Real Estate Comps
Specific Borrowing 1000,000 77 70000 Capitalize

Exp incurred was 15,40000 But since loan was taken onlyfor Elo L

Luton 101 will be capitalised

B Construction Co

Ep Incurred on Q A 71000,000

Butsince No Borrowing was taken No fut will be cap

C Finance Co

Borrowing taken 20,00 000 71

But did not use the Borrowing for Q A Nohut will becapitalised

É parent co Group as a whole

Borrowings 101 71 wace cap Rate 71 total Borrowing 301
201 It

Exp an QualifyingAsset
1 1540000 14.00.000 X 71 X 1212

1548000 includes lotmargin 1540000
1400000

2 16.00.000 X 71 X1412 70,000

Total B C Cap 168000

7



Exchange loss on foreign loan

EI Akita Indian lo loan taken for G A 10,000 CosBank stop.a
onoilyX1 Similar loan in India is provided 121p.a

ExchangeRate on 011091 1 2701
31131 2 975 8

SOI loan on oilonly 10000

Jul 51 onuvend a 500

2701
CHEFS

737800 7 Capitalised

PrincipAunt Ex loss on arend 701 7751 x 10000

50,000 Ex loss

Max loss that can be capitalised 3500 Bale loss

I
Jut an Equivalent loan from
India 10000 870 8

7,001000 127 a 84000

Luton Foreign loan

Already cap allowed
37500

46501
Max Ex loss

cap Exloss 46500

84000
In Exch Gain Gusteadof loss in Url ex Gain tsf to Pk

Illus 5 ReferQ B



SolvedEgl LDR ur end 31.03.72

i Jut an Foreign loan 1000x 41 x 850 4 72000 cap Addto cost
ofAsset

is Ex loss 270000 7401 7501 x 1000
I

Max Ex loss that can be cap Bal Ex loss 7200 Blf

Tutin Indian loan 9800 40000 121 Y
Jatin foreign loan Good

Max Ex loss Cap 2800 cap

tgstooo
Exloss

241

Casey ExRate on 311031 3 798

D Jut an foreignCounts000 7464 41 1920 cap

a Ex Gain 1000 7501 7981

72000
He

TOthe extent of Profloss capitalised
2800

we will deduct this ExCrain from costofasset
i e Reverse capitalisation

In this case full 72000 will beReverse cap



CaseB If exchange Rate was 8441 on 31103173 40 507a exgain
44

Futon foreign loan 1000 x 41 X7441 E1760 cap
Ex Gain 1000 x 5501 2941

76000

Tothe extent
of preylossCap A

rap

a C

exdrain Rex 3200

2800

If exchange Rate was 7441 600 Borrowingsrepaid i.e only 400
Principisols

Jut on foreign loan 400494 x 7441 7704 cap

FxGain 10001 400 550 9 794 8
72400

e s

Equivalent portion B 71280 Pk ExGain
of Ex loss

2800 9400

1000
a gloss

cap Borowy

71120 I 1000

400radixGain Reverse cap

Then



Question 2 ar

step C RAACC 11

step B C to be capitalised Coast Periods 1stSept to 3istrnaach 7m

c

stday Based on Cost Accrued Basedon Advance paid
H
Sept 1 Jer X 114X

7 12 9 62,500 Sept 3 or x 111 X 712 1925000

Oct O Ser x 111 X
6 12 2,751000 Oct 17 er x 111 X 612 935000

lay 1 Ser x 117 X
5 12 687500 Max 2 for A 117 x 5 12 1195,833

Je O'scr X 111 x
9
12 183333 Dec

fan
184 X 111 X 3 12 495000 fan 1 or x 111 X

3
12 275000

peg
O ter X alt X 2 2 128333 Feb

naam 30 X 11 X Y 275001 mad 1.5 er X 117 X412 137500

B c capCasperAcc 30.06.667 B c Cap Asper Ady 94 18,333

This it more
appropriate

Reason QB highlight



Ques 3 CPR

Exp Incurred Total 221 lakhs

loan taken 151 200 lakhs

Total Jutedest Incurred
35M 2001 151

Phase III Phase AI
He

Cost Incurred 39L 692 551 681

981 123L

Jutforphase
3014,1

IutforPhase 3041,3gIAI IAI

13,30 317 full 12m 16 69,683 full 12m
Hed fall capReady in s

Gm raidof Gm Bat

I theyr H

665158 665159He

cap PIL


