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IAS 23 — - Borrowing costs —
Background

* Objective is to prescribe the accounting treatment for borrowing costs.




IAS 23 - Borclar tizra masraflar --
Mogsad

e Mogsad borclar lizra masroflor {i¢iin ucot qaydalarini tosvir etmokdir




IAS 23 - Borrowing costs --
Scope

IAS-23 does not deal with:-
 the actual cost of owners’ equity
* imputed cost of owners’ equity,

 including preference share capital not classified as a liability




IAS 23 - Borclar lizra moasraflor
ohato dairasi

IAS 23 asagakilara aid olunmur:
* sohmdar kapital
* Ohdolik kimi tosnif olunmayan sohmdar kapital
* imtiyazli sohmlor

Il olagadar faktiki vo ya forz olunan xorclor




IAS 23 - Borrowing costs --

Meaning of Borrowing cost

Borrowing costs are interest and other costs incurred by an enterprise in connection with the borrowing of funds.
Borrowing costs may include:

(a) interest and commitment charges;

(b)  amortisation of discounts or premiums relating to borrowings

(c) amortisation of ancillary costs in connection with borrowings;

(d) finance charges under finance leases etc; and

(e) exchange differences adjusted to interest costs.




IAS 23 - Borclar tizra masraflor
Borclar tizra masraflor anlayisi

Borclar iizra masraflaor miiossisa torafindon maliyys vasaitlorinin borca gotiiriilmasi ilo
olagodar yaranmis faizlor vo onunla bagli digor mosroflordir.

Borclar iizro masroflors asagidakilar daxil ola bilar:

(a) bank overdrafti vo qisamiiddatli vo uzunmiiddatli borclar {izrs faizlor;

(b) borclar ilo baglh endirimlar vo ya miikafatlarin amortizasiyast;

(c) borclarin alinmasinin toskili 1lo bagli cokilmis slave masroflorin amortizasiyast;

(3) maliyya icarasi ilo bagli maliyya xorclori; vo

(d) faiz xorclorine aid edilon mozonna forqglori.




IAS 23 - Borrowing costs --
Meaning of Qualifying asset

A qualifying asset is an asset that necessarily takes a substantial period of time to get ready for its intended use or
sale.
Examples

* Manufacturing plants,
» Power generation facilities,
* Includes Inventories also that require a substantial period of time to bring them to a saleable condition,
and
* Investment properties
However, assets that are ready for their intended use or sale when acquired also are not qualifying assets.




IAS 23 - Borclar iizro mosraflor

Magbul aktivler anlayisi

Maogbul (Kvalifikasiya olunan) aktiv toyinati lizrs istifadoys vo ya satisa hazir olmasi iigiin
ohamiyyatli vaxt miiddatinin tolob olundugu aktivdir.

Masalan :

» zavodlar,
» clektrik stansiyalari,
+ satilmagq li¢lin hazirlanmasi shomiyyatli deracado uzun miiddst tolob edon mal-material vo
* investisiya miilkiyyati.
Lakin, ©lds olundugda toyinati {izrs istifadoys vo ya satisa hazir olan aktivler
hamginin kvalifikasiya olunan aktivler deyildir.




IAS 23 - Borrowing costs --
Meaning of ‘Substantial Period of time’
Not defined in the standard.

Interpretation — 12 months

IAS 23 - Borclar {izro mosraflor
“ohomiyyotli vaxt miiddoti” anlayisi

Standart miioyyon etmir

12 ay gabul oluna biler




IAS 23 - Borrowing costs --
Meaning of ‘Substantial Period of time’ (Contd...)

* Depends on the facts and circumstances of each case.

» Judge based on the time which an asset takes, technologically and commercially, to get it ready for its
intended use or sale

* Ordinarily, 12 months is considered as substantial period of time
» The following assets ordinarily take 12 months or more to get ready for intended use or sale unless the

contrary can be proved by the enterprise:
- assets constructed/ produced for an enterprise’s own use, e.g., assets constructed under major capital

expansions.
- assets intended for sale or lease that are constructed or otherwise produced as discrete projects
(for example, ships or real estate developments).

* However, 12 month period assumption is rebuttable




IAS 23 - Borclar iizro mosraflor
“ohomiyyatli vaxt miiddati” anlayisi (ard1)

* Hor bir hal {izro konkret fakt vo soraitdon asilidir

* Miihakimo aktivin texnoloji vo iqtisadi cohatdon istifads vo ya satis ii¢iin hazir olmasina tolob olunan vaxta
osaslanir

* Adoton, 12 ay ohomiyyatli vaxt miiddsti kimi gqabul olunur

» Ogor oks hal miiossisa tarafindon siibut olunmazsa, asagidaki aktivlorin istifads vo ya satis ii¢ilin hazir
olmasina adaton 12 ay vo ya daha ¢ox vaxt talab olunur
- miiossisonin 6zii tigiin tikdiyi/istehsal etdiyi akitivler, masalon, miiossisonin genislondirilmasi {igiin tikilmis
asas vasaitlar;
- sat1s vo ya icard li¢lin nozords tutulmus, ayri-ayr layiholor tizro tikilmis vo ya digor iisulla istehsal edilmis
aktivlor (masalon, gomi vo ya dasinmaz omlak);

* Bununla borabor, 12 ay miiddsti inkar oluna bilor.




IAS 23 - Borrowing costs --
Recognition of borrowing costs
Borrowing costs are recognised ONLY WHEN :-

* Qualifying asset will result in future economic benefit

» The cost to be capitlaised can be measured reliably
Costs other than those eligible and costs towards other assets are expensed

Bench mark Treatment
EXPENSE
Proposed to be Removed




IAS 23 - Borclar {izro masraflor

Borclar tizra masraflorin taninmasi

Borclar lizra masraflorin kvalifikasiya olunan aktivin ilkin dayarinin bir hisssasi kimi
kapitallagdiriimas1 YALNIZ ASAGIDAKI HALLARDA magqbul sayilir:

» kvalifikasiya olunan aktivin golocokdo muassisoyo iqtisadi fayda gotirocoyi ehtimal olunduqda
» mosraflor etibarli soviyyado qiymatlondirils bildikds
Moaqbul hesab edilmayan xarclor va digor borclar lizro mosroflor yarandigi dovrlorin

xarclari kimi taninmalidir

Osas qayda — xarclorin ¢okildiyi dovrds silinmasinin logv edilmasi nozords tutulur.




IAS 23 - Borrowing costs --
Borrowing costs eligible for capitalisation
Eligibility Criteria:-

» Costs that are directly attributable to the acquisition, construction or production of a qualifying asset

» Costs that would have been avoided if the expenditure on the qualifying asset had not been made.

Based on above, borrowing costs can be classified as Specific and General

Element
of
Judgement



IAS 23 - Borclar tizra masraflor
Kapitallagdirilmasina yol verilon masraflor

Meyart:
e Kvalifikasiya olunan aktivin alinmasi, ingas1 vo ya istehsali ilo birbasa slagoli olan borclar {izro mosroflor

e homin aktiv iizro masraflorin yaranmadigi taqdirde gacinmasi miimkiin olan masroflor

Borclar Umumi vo mogsadli borclara ayriliq




IAS 23 - Borrowing costs --
Specific and General Borrowings

Specific Borrowings

General Borrowings

e Comprise those borrowings
which could have been
avoided but for expenditure on
the Qualifying asset

» Capitalisation is done at the
rate actual borrowing costs are
incurred

* Income on temporary
investments netted off

Comprise more than one type
of borrowing (Loans,
Debentures ICD’s,) and used
either wholly or partly for
expenditure on qualifying asset
Capitalisation done at the
‘weighted average of
borrowing costs outstanding’

Capitalisation ceiling :- Borrowing costs capitalised can not increase

borrowing costs actually incurred




IAS 23 - Borclar lizra moasraflor

Umumi vo magsadli borclar

Moaqsadli Borclar

Umumi borclar

» aktiv lizro moasraflorin
yaranmadigi toqdirdo

gacinmasi miimkiin olan vo
yalniz kvalifikasiya olunan
aktivlorin yaranmasina ayrilan

mosroflor
» kapitalizasiya faktiki

hesablanmig borc faizlori lizro

aparilir

* miivoqqgati investisiyalar tizro

galirlor ¢ixilir

bir ne¢a borc alotindon istifado
oluna bilor (kredit, borc qobzi,
istiqraz vo s.) vo biitdvliikdo vo
ya qismon kvalifikasiya olunan
aktivlorin yaranmasina sorf
oluna bilor

kapitalizasiya orta borc faizlori
uzra aparilir (magsadli borclar
istisna olunmagq]la)

Yuxart hadd: Doévr arzinda borclar tizra masraflorin kapitallagdiriimis
mablagi hamin dovr arzinda yaranmuis borclar iizra masraflorin timumi

mablagindan artiq olmamalidr.




IAS 23 - Borrowing costs --

Linkage between carrying amount and Recoverable amount of a Qualifying Asset

Carrying amount can not exceed recoverable amount/NRV
If Carrying amount is greater, then, write-down or write off as per IAS-2 or [AS-16

In certain circumstances, the amount of write-down can also be written back as per [AS-2 or IAS-16

Year 1 Year2 | Year3
Cost/carrying amount 100 90 98
Net Realisable value 90 98 105
Write down to 90 (-10) Nil Nil
Write back to Nil 98 (+8) | 100 (+2)




IAS 23 - Borclar lizro mosraflor
Kvalifikasiya olunan aktivin balans dayari ilo
barpa olunan doyari arasinda slaqa

Linkage between carrying amount and Recoverable amount of a Qualifying Asset

* balans doyari barpa olunan dayardon (BOD) artiq olmamahdir
* balans dayari yiiksokdirsa, o zaman forq [AS-2 vo ya IAS-16 {izro azaldilmali vo ya silinmalidir

* mioyyon hallarda, silinmis mobloglor IAS-2 vo ya IAS-16 iizro barpa oluna bilor

Xarc/balans dayaeri 100 90 98
Xalis dayer 90 98 105
Silinma 90 (-10) yoxdur yoxdur

Barpa olunan mablag yoxdur 98 (+8) | 100 (+2)




IAS 23 - Borrowing costs --
Capitalisation criteria

Understood in three stages
Uc¢ marhalads tatbiq olunur:

Commencement Suspension Cessation
of o of of
capitalisation capitalisation capitalisation




IAS 23 - Borclar tizra masraflor

Kapitallasdirma meyari

Uc moarhalads totbiq olunur:

Kapitallag-
dirmanin
baglanmasi

Kapitallagdirma
nin miivaqqati
dayandiriimasi

Kapitallagdirma
nin tam
dayandiriimasi




IAS 23 - Borrowing costs --
Commencement of capitalisation
Capitalisation is commenced only when all the THREE CONDITIONS met:-

» expenditure for the acquisition, construction or production of a qualifying asset is being
incurred;

* borrowing costs are being incurred; and

« activities that are necessary to prepare the asset for its intended use or sale are in
progress.




IAS 23 - Borclar lizro mosroflor
Kapitallasdirmanin baslanmasi

kapitallasdirilma asagidaki biitiin ii¢ sort mévcud olduqda baslanir:

(a) homin aktiv lizro mosraflor yarandiqda;

(b) borclar iizro mosroflor yarandiqda; vo

(c) aktivin toyinati iizro istifadosine vo ya satisa hazirlanmasi iigiin lazim olan foaliyyatlor

hayata kegirildikds.




IAS 23 - Borrowing costs --
Suspension of capitalisation

When activities necessary to prepare the asset for its intended use or sale

» stands suspended over extended periods and
* in which active development is interrupted

borrowing costs incurred in such periods SHOULD NOT BE CAPITALISED.
In cases where the

* suspension is temporary and
» such delay is necessary for getting the asset ready for use,

borrowing costs CAN BE CAPITALISED, subject to PRUDENCE

For example :- Wine holding, High water level for bridge construction




IAS 23 - Borclar iizro mosraflor
Kapitallasdirmanin miivaqqati dayandirilmasi

Aktivin toyinati izro istifadasi vo ya satisa hazirlanmasi islori
e uzadilmis miiddot orzindo dayandirildigda
o aktiv foaliyyoto ara verildikds

borclar lizro mosraflorin kapitallagdirilmasi dayandirilmalidir.

Lakin:
- dayanmalar miivoqqoti xarakter dasiyirsa
- dayanmalar aktivin istifadoys hazir olmasi ii¢iin tolob olunursa

0 zaman, miivafiq asaslandirmanin olmasi sorti ilo
borclar iizro mosroflor KAPITALLASDIRILA bilar.

Moasalan,
- sorabin saxlanmasi,
- korpii tikintisinin suyun saviyyasinin yiiksaolmasi sobabindon dayandirilmasi




IAS 23 - Borrowing costs --
Cessation of capitalisation

*  When substantially all the activities necessary to prepare the qualifying asset for its intended use or sale are
complete.

* Routine administrative work might still continue or minor modifications be made
*  When the construction is completed ‘in parts’ and a completed part is capable of being used while

construction continues for the other parts, capitalisation of borrowing costs for the completed part should be
stopped.




IAS 23 - Borclar {izra masraflor
Kapitallasdirmanin tam dayandirilmasi
- kvalifikasiya olunan aktivin toyinati lizra istifadasi vo ya satigsa hazirlanmasi {iglin hoyata kecgirilmoali
olan biitiin faaliyyatlorin praktiki olaraq tamamlandiqda;
- bu zaman giindslik inzibati islor davam eds bilar va ya xirda doyisikliklor aparila bilor
- Kuvalifikasiya olunan aktiv hissa-hissa tohvil verildikds va bu hissalarden har biri digar hissalarin
tikintisi holo davam etdiyi zaman istifado oluna bildikdo, borclar lizro mosroflorin kapitallagdirilmasi
istifadoyo verilmis hissa tizro tam dayandirilmalidir.




IAS 23 - Borrowing costs --
Disclosure requirements

* The accounting policy adopted for borrowing costs; and
* The amount of borrowing costs capitalised during the period; and

» The capitalization rate used to determine the amount of borrowing costs eligible for
capitalization.




IAS 23 - Borclar {izro masraflor

Mbslumatin aciqlanmasi

Maliyys hesabatlarinda asagidaki molumatlar agiglanmalidir:

(a) borclar lizro moasraflor ilo bagli qobul edilon ugot siyasati

(b) dovr arzinds kapitallagdirilan borclar {izro mosroflorin moblogi; vo

(c) kapitallasdirilmasina yol verilon borclar tizra masraflorin mablaginin miioyyon

olunmasi {i¢iin istifads edilon kapitallagdirma doracasi.







