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AS-16: BORROWING COSTS.. ...
Loar ’ Sume Case
BORROWING COST Capiatise

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

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

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

@ ) Activities are in Progress Relotd 1o
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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
capitalisonion 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 - Spetific Borrowing
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Example 2 1~ Generdl Bovrowing é
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TUUSIroNoN 2
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CARISHABH 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.

0t cost TI2L
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/ 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 comTalise
5 onoulal L 3\\3’:‘[\21 30
Wnsiryction con iruchun
stack complete
l . -~ .
Substoncion y o\l achvih®
Cwe comple}-c
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l

Lond purchase } for Office use
construct 4 Bidg

T T2 73 Y

|
|

Each Yower con be used after its complehion and
is mF dependent on other Yower

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 > E200L
Int on Loan > 3.30L [ 2001 x15%)
Phase Phase 2 Phoge3 Phase 4 Tora)
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AocaRd 1INt L-g2L 8-69L 7471 q-221 3oL
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I
L, par me 2-31L u- 3450 - - 6-655L
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