AS – 16  BORROWING COST

· Applicable from 01.04.2000 onwards.

· Borrowing cost : 
“Interest and other cost incurred by an enterprises in connection with the borrowing of fund.”

· i.e. borrowing cost includes :-
· - Interest & commitment charges
· - Amortization of discount & premium on borrowings
· - Amortization of ancillary cost in connecton with the    
  arrangement of  borrowings
· - Finance charge in respect of finance Lease
· - Exchange difference from foreign borrowings to the extent 
  they are an adjustment to the interest cost.

· Qualifying Assest {QA}
“Assest that necessarily takes a substantial period of time to get ready for its intended use or Sale.”
Eg-	
· Manufacturing Plant
· Power Generation Facilities
· Inventry that required substantial time to bring them saleable condition
· Investment Properties
· Other Investment and Inventories that are routinely manufactured in large quantities on a repetitive basis over a short period of time are not a Qualifying Assest.
· Assest that are ready for their intended use or sale when acquired also are not Qualifying Assest. Egs- Vehcile



Treatment of Borrowing Cost


Qualifying Assest
- to be capitalized	



Specific Borrowings
- to be capitalized


General Borrowings
- apply weighted avg. capital rate method



Non Qualifying Assest


Borrowing Cost will be transfer to P & L A/c







