                                    Date of capitalization fixed Asset

Introduction
· Fixed asset have longer life span and the benefit from these asset will derive over a period of time.

· Capitalization is a process of apportioning the cost of the asset over a period useful life the cost of current year is deducted by way of depreciation charges.
· Cost of fixed asset and other cost directly attributable to bringing the asset to its working condition should also be capitalized.

· Borrowing cost can also be capitalized provided it is a qualified asset also.

· Expenditure incurred to improve the capacity of the asset beyond the normal capacity shall also be capitalized.

Date of capitalization as per IT rules 

· As per IT rules the date of capitalization shall be the date when the asset are put to use.
· Date of purchase is not relevant 
· In IT Act Assets are grouped in to Two categories for capitalization. Tangible and intangible categories. In both cases, asset is capitalized from the date of put to use to the business and not from the date of purchase.
                                              Accounting standards.

       Definition as per AS

Fixed asset are held with the intention to being used for the purpose of producing or providing goods or services and not held for sale in the normal course of the business.

The item of property such as property, Plant, machinery ETC will be recognized as an assets, when it is probable that  future economic benefit associated with the asset flow to the enterprise concerned.

                     Increase the future benefit

                --------------------------------------

              Yes                                              No
           Capitalize                                 Charge off

        Capitalize from the date of Deriving benefit to the business.

Amount paid for the plans, designs etc, in respect of tangible asset should be capitalize along with the fixed asset

 Two type of machinery and spares can be capitalized.
   Spares in capital nature

   Insurance spares

Date of capitalization
         Land                            To be capitalized on the date of registration onwards. If it is taken on lease then from the date of lease agreement onwards.
             Building                            To be capitalized on the date of installations    

             Plant& Machinery            To be capitalized on the date of installation.

             Furniture &Fixtures              To be capitalized from the date of purchase
             Motor vehicle                       To be capitalized from the date of asset used for business.

             Goodwill                              If cash paid for acquiring such asset, then from the 

                                                           date of Purchase

             Railway sliding                          To be Capitalize from the date of installation of sliding.

             Electrical Fittings                     From the date of installation
              Interior decoration                   To be capitalized from the date of installation.

              Office equipment                     To be capitalized from the date of purchase.  

            Computer hardware                    To be capitalize from the date of installation 

             Insurance spares                               Capitalized from the date of policy

            Spares in the nature of capital         From the date of receipts of spares to the business.
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