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Example 1: - (Foreign Exchange Difference)

Vsmart took FC Loan of $50,000 on 1/4/22 @47% interest p.a. Same loan Could have been
borrowed in X @10.5% p.a. Exchange Rate 1/4/22 = $1 = 81.26/- & 31/3/23 = 84.57/-. Calculate
Total Borrowing Cost.
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Example 6: - (Specific Borrowing)

Specific Brnomg  Cost

INENLY (7;71&190)’
hatl ke deduched

Ep/_zz = 15,00,000 «

Entity took a SBI Loan of 25,00,000 @12% p.a. on 1/4/22 for Building Construction:

1/Aug/22 = 10,00,000
Construction Completed on 28/Feb/23

Calculate Borrowing Cost to be Capitglised.

So{u hov Qpem‘\f:'c_ Borwmmj Cost Shaut be  Capiiodited
FOY |D ot (Cap.'i-a{"saﬂ-"oo chcocy an U%’)C{c}« V-

Be to ke Gpiralited = JTee00 X 121 X 10 = G006/~
10
Bc CLmﬁec( to Py = “Tated Be — Be Capitalised

306000 — ISTo00

= KLo000
CA. JAI CHAWLA (FCA, M.COM, DISA, IFRS) (7887 7887 05) IQ M@Me | 6
~ L 0 } v
et




C/Qa/)«s Banple - (Dt 'E n above Fanwyle §

'v\ﬁ*o’\

U\nvsed Ronsvoused R’ﬂdﬁ OF 1000000 (Wxe  Invested
On ¥ Jme 4o 9\“"&8 @ 5%@&,@7%1_1

/lgf‘ﬁ-l BC = 20’0090

BC 4o he Capitalicd = SS$E000
CN WM)
<(Dooo>

G—) (EW- T e
Net Re Capitalised = A Y0000

I

10.00,000%&:[- X &
[D—

BC <’()Su> — 300000——,9140006= go\oeo

G)en exal Bczwowmq Cott=

BOWO(Q\?; &D&’l"‘ Chatt ke &’P“M"_CCO( i)wd o
we 1'9&!'(&-3 AVS &f\‘f‘c‘b'\‘gd(h'm RCLQ"Q on Cacth

Bpend ure @o&z w.'gﬂ :

Example 7: - Financial Year 22 - 23

15" April SBI Loan @10% 20 lakhs
15" June HDFC Loan @12% 25 lakhs
15" Dec ICICI Loan @10.5% 30 lakhs

. ( 75 lakhs

N~

Calculate Weightage Average Borrowing Rate. ( ol Qe WWQ wfnyu
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Author's Note:

1. Equity Dividend is not borrowing cost.
2. Cost of issue of Equity Share Capital such as underwriting commission and other related

expenses is not borrowing cost.
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6) Cap*aﬂ-‘sah'on OF Bomwn:j (ol

Commencement
of Capitalisation:

R{&H Q\QD—

Start capitalizing Borrowing cost from the later of following dates:
a. Date of start of expenditure on A/C/P of Qualifying Asset
b. Date of start of incurring interest
c. Date when necessary activities started (Such as technical or
administrative work prior to commencement of physical contruction)

Suspension of
Capitalisation

Capitalization of Borrowing Costs shall be suspended during the extended
periods in which Active Development is interrupted.

Note: Borrowing costs which are related to the suspension period should be
transferred to Profit and loss.

However, if necessary activities are interrupted due to unavoidable reason (or)
temporary delays is necessary then no need to suspend the capitalization of
Borrowing cost. (eg. High water level during construction of bridge)

Cessation of
Capitalisation

Refor Q1

e Capitalization should cease when substantially all the activities necessary
to prepare the qualifying asset for its intended use or sale are complete.

e C(Cessation to take place in part if construction of qualifying asset is
completed in parts and a part is capable of being used separately.
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