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INTRODUCTION

This paper has been prepared at the request of the Local Government Association of South
Australia and the SA Local Government Financial Management Groppirigy purpose is

to provide a technical resource to assist councils in deterrd@ining K S (i K Sndlhtéd tod O2 & G ¢
the acquisition of an assshould beg

1 capitalised (and included in the Balance Sheet as an amset)
1 expensedand recorded as an expense in tileome Statement

In particular, it is also to provide additional practigaidance on the identification and
accounting treatment for overheads.

This paper providea technical resource to supplement other publications such as the

Australian Infrastructure Financial Management Guidelines (AIRM@Ently being

developed by tl Institute of Public Works Engineering Austiadiad other Technical

Information Papersommissionedy the South Australia Local Government Associaiion

GKS G2LAOCA 2F &5 SLINS OAgdrepared ByAPY Valubry ahdNdssetl NHzO G dzN
Managemend | Y R & +prepadet iyWMabgey Field Services).

The paper has been divided into several sections. These inglude

Context

Considerations

Key Aspects: Accounting Standards
Application: Overview

Application: Practical

Overview of Prescribed Regaments

= =4 4 8 -8 9

David Edgerton FCPA

Director

APV Valuers and Asset Management
Email:David@apv.net

Web: www.apv.net
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CONTEXT
Objective
2 KSGKSNI I Oz2aid A& GOl LIAGLE € A & & Rdnagénehtar® E LISy &4 SR

accountability framework of the council.

Theobjectiveof financial statements i® provide information about the financial position,
financial performance and cash flows of an entity that is useful to a wide range of users in
making €onomic decisions.

Financial reports also show the results of the stewardship of management, or the
accountability of management for the resources entrusted to it. Those users who wish to
assess the stewardship or accountability of management do salan that they may make
economic decisiorfs;

LG A& GKSNBT2NBE ONRGAOIT GKIG GKS FAYLFYOAL
based on the Accounting Standards so that users of the financial statements (such as the
ratepayers and other imrested parties) are able to make informed decisions about the
performance of the council.

Materiality

Councils are responsible for the management of community assets funded through public
Y2YASad Ly 2NRSNI G2 SyadiNBE SIKEA LANS aSNIDA 3 ARYL.
GKFG SFEOK 3ISYSNI GA2Yy LI & (K StheNourciFis raghileds K | NB ¢ @
to charge sufficient rates, fees or charges for the services provitteditionally, this has

resulted in councils budgeting for a slm@peratingsurplus in their Incom&tatement

Due to the small size of the operating result @hd large amount of funds expended each

year on the acquisition, maintenance, renewal, replacement or disposal of assets it is critical
that costs be correty recorded Otherwise, there is high risk of material misstatement

which in turn impinges the ability of a council to be accountable to the community.

! Framework for the Preparation and Presentation of Financial Statements Paragraph 12
% Framework fotthe Preparation and Presentation of Financial Statements Paragraph 14
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CONSIDERATIONS

Capitalisation Thresholds

While the definition of whati K 2 dzf R 0 S @ dD lass#hritlwhakshcbiRise | a
GSELISYaSRéE Aa NBf lconsideratiorealsGrieeds to bedivento O2 y OS LIG =
GYFOGSNAIFTfAGEE YR GKS NBfFOA2yaKAL 60SGs6SSy
to be captured.
| 2dzy OAf & aK2dzl RARFU ¢IKNB/AIKERX RIE € tikitHggeito LINE A RS &
SELISyasSe SOSy AT Al GSOKyAaAOLtte alGArafTasa i
set at a level that saves the council from the unnecessary cost of data and asset
management whilshot leading to material misstatement of the financial statements or
impinging upon its ability to effectively manage the asset portfolio.
Typically, thresholds are set for different asset classes (based on materiality) and range
depending upon the size of ¢hentity.
As an example, the prescribed requirements for local governments in Queensland require
that ¢
(1) A local government must, by resolution, set an amount (the set amount) below
which the value of a necurrent asset must be treated as an expense.
(2) The set amount must not be more &an
(a) for land® $1; or
(b) for plant or equipment $5000; or
(c) for another type of as€e$10000.
(3) The set amount may be a different amount for different assets, even if the assets
are the same type.
Example for sbsection (39
1 For plant or equipmentthe set amount for motor vehicles may be $5000 while the set
amount for computers may be $1000.
2 For other types of assétshe set amount for a building may be $5000 while the set amount
for a pump station or othenfrastructure may be $10000.
(4) The set amount must be included in a

statementg.

Guidance is also provided iGA Financial Sustainabilibformation Paper 1¢
G5SLINBOAIGA2Y YR wStfFTGSR La&adzSa¢ o

A small value purchase like a $2.95 calculator may last a long time and provide
ongoing benefits but its modest cost would not warrant its capitalisation and
subsequent depreciation over future accounting periods. Instead it would be
expensed in the financial year in which it was acquired. Its value is low and the

8 Queensland Local Government Finance Standard 1993 section 43

5
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impact on the income statement of fully expensing it in one year, rather than over
several, will be immaterial.

Likewise where minor works are carried out e.g. pothole repairs to, or patrol grading
of, a road such outlays should be expensed. The expenditure does not extend the life
of the asset. Instead they are a cost that is required to maintain the asset so that its
existing embedded service potential is realised.

On the other hand the cost of resealing a road should always be capitalised as it will
result in extending its existing useful life.*

Types of Costs

There are a whole range of costs that may be incurred in relatidheg@cquisition or
operation ofassets. They include (but are not limited o)

preliminary studies, survey and designs

investigations and community consultation

planning approval process

payments to external suppliers for assets, parts or supplies

hire of equipment

salaries and wages of internal staff

contractors / consultants fee

a financing charge based on the opportunity cost of capital

costs associated with internal administration and other overheads
internal charges for work completed by other sections of council
compensation payments or payments to third parties

licence feesand royalties

salaries and wages of staff operating the asset

costs of maintaining and operating the asset

legal obligations to rehabilitate a site after the asset is decommissioned
testing and handover

=42 =2 -4 -5_-5_-9_-9_-9_-9_-9_-45_-452_-°5_--°3_-2°3:-2

The Australian Infrastructure Financial Managem@nidelines provide a number of
classifications for the various types of expenditures. These classifications are consistent with
those used in the Victorian STEP program which provides guidance on the appropriate
accounting treatmentThey are

Maintenance: Regular ongoinglaycto-daywork necessary to keep assets operating,
e.g.road patching

Operations: Regular activities to provide public health, safety and ameaeity,
street sweeping, grass mowing, street lighting

* SALGAFinancial Sustainabilityformation Paper 17: Depreciation and Related Issues August 2008

6
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Renewal/RefurbishmentRestorestehabilitates, replaces existing asset to its
original capacitye.g.gravel resheding

Upgrade/Improvements Enhances existing asset to provide higher levels of service,

e.g.widen seal

New: Creation of an new asset to meet additional service |@glirementse.g.

new building®

Recurrent Expenditure

Capital Expenditure

- Grass Mowing

- Cleaning drains

- Streetsweeping

- Facilities cleaning

- Playground Equip

- Water Main Valve

- Build (window rep)
- Bridge pile mtce

Operational Costs Maintenance Asset Upgrade & New
P Costs Management Projects
Operating Maintenance Refurbishment / Upgrade ,New/
(Routine & Specific) Renewal Expansion
- Street lighting - Pothole patching |-Reseals -Pavement widening

-Gravel Resheets
-Oval refurbishment
-Roof replacement
-Pump replacement

-New kerb / footpath
- New Com building
- Waste Water
additional pumps

Non-discretionary

Non-discretionary

Non-discretionary

Discretionary

Funding Funding Funding Funding

While these classifications provide a high level overview of how various expenditures are to

be treated, SF SNBEy OS ySSRa (42 6S YIRS G2 !'1{. wmmMc ¢
2 NJ & S Ephifcyiari®ras. For example; AASB 116 prohibits the capitalisation of some

costs which are associated with the acquisition of asgefer Elements of Cost section).

® IPWEA NAMS Austiah Infrastructure Financial Management Guidelines
® IPWEA NAMS Australian Infrastructure Financial Management Guidelines

7
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KEY ASPECTSACCOUNTING STANDARDS

Elements of Cost

AASB 116 states that th€ost" of an ass is the amount of cash or cash equivalents paid or
the fair value of the other consideration given to acquire an asset at the time of its
acquisition or construction or, where applicable, the amount attributed to that asset when
initially recognised in@ordance with the specific requirements of other Australian
Accounting Standards, for example, AASB 2 Stased Payment.

¢2 0S NBO2 3 ytheeHhdituramust beq O2 a ¢

i its purchase price
1 a cost directly attributable to getting it in a positido deliver service potential or
1 an obligation that must be met when the asset is decommissioned.

The standard states that

The cost of an item of property, plant and equipment comprises:

(@) its purchase price, including import duties and fiefundalte purchase taxes,
after deducting trade discounts and rebates;

(b) any costs directly attributable to bringing the asset to the location and condition
necessary for it to be capable of operating in the manner intended by
management; and

(c) the initial esimate of the costs of dismantling and removing the item and
restoring the site on which it is located, the obligation for which an entity incurs
either when the item is acquired or as a consequence of having used the item
during a particular period for pgposes other than to produce inventories
during that period®

OEIF YL S&a 2F AaRANBOGfe dGUNROdzii ot S Oz2adag N

(a) costs of employee benefits (as defined in AASB 119 Employee Benefits) arising
directly from the construction or acquisition of tiem of property, plant and
equipment;

(b) costs of site preparation;

(c) initial delivery and handling costs;

(d) installation and assembly costs;

(e) costs of testing whether the asset is functioning properly, after deducting the net
proceeds from setlig any items produced while bringing the asset to that
location and condition (such as samples produced when testing equipment); and

(f) professional feed.

" AASB 116 Paragraph 6
8 AASB 116 Paragraph 16
® AASB 116 Paragraph 17
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However, a number of examples are also provided of costs vénehotconsidered to
meetthedeffy AGA2Yy 2F | aO2a0G¢¢c2F GKS aasSio ¢KSas

(@) costs of opening a new facility;

(b) costs of introducing a new product or service (including costs of advertising and
promotional activities);

(c) costs of conducting business in a new location or aitlew class of customer
(including costs of staff training); and

(d) administration and other general overhead cdéts.

Local Governments often construct their own assets. The standard provides specific
instruction for these assets

The cost of a setfonstructed asset is determined using the same principles as for an
acquired asset. If an entity makes similar assets for sale in the normal course of
business, the cost of the asset is usually the same as the cost of constructing an asset
for sale (see A%B 102). Therefore, any internal profits are eliminated in arriving at

such costs. Similarly, the cost of abnormal amounts of wasted material, labour, or
other resources incurred in selbnstructing an asset is not included in the cost of the
asset. AASB23 Borrowing Costs establishes criteria for the recognition of interest as

a component of the carrying amount of a setinstructed item of property, plant and
equipment!

Recognition Criteria

Even ithe expendituresatisfies the definition of being@ O2 a1 ¢ 2F G KS | aasSax
satisfy the recognition criteria. This is possibly the most difficult aspect of the decision

process as it involves consideration of subjective criteria and each scenario can be slightly
different possibly leading to a d@rent outcome.

For example, if council has committed to a project and approved the budget, providing the

design is undertaken after the approval to proceed is given, these costs can be incorporated

Fa | aO2aGé¢ 2F GKS | & & Sdledpriortozhé SogrSvBbEINgA T G KS R
given, the design costs cannot be included.

The recognition criteria are thahe cost of an item of property, plant and equipment shall
be recognised as an asset if, and only if:

(a) itis probable that future economic befits associated with the item will flow to
the entity; and
(b) the cost of the item can be measured reliaily.

19 AASB 116 Paragraph 18
' AASB 116 Paragraph 22
2 AASB 116 Paggaph 7
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If there is any doubt that the asset will not produce future economic benefit or will proceed,
such costs fail the recognition threshold. Commexamples include initial survey and
planning costs, community consultation and planning process costs.

[ A1SsAaSs Oz2aida GKIFG OFyy20 06S YSIFadaNBR NBf A
FGONROGdzi I 6f S¢ G2 GKS | &asSiria Gomron gxampies (G2 al (A
includevarious forms of overhead costs such as rental of main administration buildings,

salaries of executives and IT costs.

It is also important to note that the assessment against the recognition criteria must be
performed at the time the cost is incurred. It cannot be reassessed at a later date such as
after the project is approved to proceed. The standard states

An entity evaluates under this recognition principle all its property, plant and
equipment costat the time they arercurred These costs include costs incurred
initially to acquire or construct an item of property, plant and equipment and costs
incurred subsequently to add to, replace part of, or servite it.

Initial Costs

Providing the cost satisfies the recognitioniteria, any costs initially incurred in acquiring
the asset are to be capitalised. This includes expenditure on items that may not produce any
impact in terms of output but are required due to new or changing requirements.

For example Items of propery, plant and equipment may be acquired for safety or
environmental reasons. The acquisition of such property, plant and equipment, although not
directly increasing the future economic benefits of any particular existing item of property,
plant and equipmety may be necessary for an entity to obtain the future economic benefits
from its other assets. Such items of property, plant and equipment qualify for recognition as
assets because they enable an entity to derive future economic benefits from related asse
in excess of what could be derived had it not been acquired. For example, a chemical
manufacturer may install new chemical handling processes to comply with environmental
requirements for the production and storage of dangerous chemicals; related plant
enhancements are recognised as an asset because, without them, the entity is unable to
manufacture and sell chemicals. However, the resulting carrying amount of such an asset
and reﬁted assets is reviewed for impairment in accordance with AASB 136 lemgafm
Assets.

¥ AASB 116 Paragraph 10
“ AASB 116 Paragraph 11

10
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Subsequent Costs

Typically with local governments the useful life of infrastructure assets is extended through
a combination of maintenance and renewal. Using a road as an exatipkewould

include pothole repairs, grading gravel dsa patch repairing, rseals, painting of new lines,
major rehabilitation.

Cyclical Maintenance assets differ from other assets in that their total life is extended over
time via ongoing maintenance and renewal. As a consequence, an assets totakliéesycl
can differ as a resulting of changing

1 Maintenance Costs
1 Renewal Treatments
M Levels of Service

The assets are generally maintained eyalical maintenance at a level that satisfies the
O2YYdzyAledQa SELISOGIGAZ2Y 2skiaimtdnante ddeSribthestdr® [ SO S
the consumed Future Economic Benefit but simply keeps the asset on its lifecycle path. It

may however have a significant impact on the time to next intervention.

2 KSy G(KS aasdi A& dzyl of S (iae aYidbal of fioksble 02 Y Y dzy A
outcomest

1 Restore the Future Economic Benefit through renewal or upgrade
1 Replace the asset with an alternative asset
T / KIy3asS G(4KS O2YYdzyAieQa SELISOGEFGAZYya 6N

&
P
o

The following diagram represents typical lifele outcomes.

Cyclical Maintenance

(keeps asset on lifecycle path)
\
Upgraded
Renewed
Scrapped /
Replaced

15

AASB 116 recognises the difference between the impadipefrationalmaintenance verses asset
renewal.Proving the expenditure satisfies the recognition criteria (and it is material) it is to be
capitalised.

1o PrabhuEdgerton Asset Management Consumption Model (www.apv.net/downloads)

11
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In other words, anyasts incurred subsequent to the initial recognition of the asset are to be
capitalised it

1 They are material (greater than capitalisation threshold)

f ¢KS AYLI Ol oAttt tSIR (2 aF dzxtaNiBgtiedeoftrerA O 06 Sy
asset or incrasing its service potential.

9 It can be reliably measured.

AASB 116 states

Under the recognition principle in paragraphan entity does not recognise in the carrying
amount of an item of property, plant and equipment the costs of thetdaday servicig of

the item. Rather, these costs are recognised in profit or loss as incurred. Costsoaflday
servicing are primarily the costs of labour and consumables, and may include the cost of
small parts. The purpose of these expenditures is often desedied the "repairs and
maintenance" of the item of property, plant and equipment.

Parts of some items of property, plant and equipment may require replacement at regular
intervals. For example, a furnace may require relining after a specified numbarrsfdio

use, or aircraft interiors such as seats and galleys may require replacement several times
during the life of the airframe. Items of property, plant and equipment may also be acquired
to make a less frequently recurring replacement, such as repl#uninterior walls of a
building, or to make a nerecurring replacement. Under the recognition principle in
paragraph7, an entity recognises in the carrying amount of an item of property, plant and
equipment the cost of replacing part of such an itehewthat cost is incurred if the
recognition criteria are met

Each decision needs to be made at the time the expenditure incurred and the impact of the
expenditure considered in light of what it will achie¥@r example an asset may have a

d RS & A Bf60 yedrsth&séd on a standard asset maintenance program. If the
maintenance program is not implemented fully you would expect the useful life of the asset
to be less than the design life. In year 40 a maintenance treatment is applied. If the
treatmentwas not applied the RUL of the asset would be 15 years. However, as a
consequence of applying the treatment the RUL would be 20 years (as per the original
planned design life given the maintenance program). As a result, the impact of the
treatment is to exend the life of the asset by 5 years and therefagdo be capitlised.

® AASB 116 Paragraphs 12 & 13

12
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Borrowing Costs

Due to the high acquisition cost of infrastructure assets, manyarty funded by way of
borrowings¢ KS | Y2dzyi 2F AYy(GSNBal ORWM(I&ES 2 IUKSI 1 &
the extent that the borrowing costs can be attributed to the acquisition of the asset.

It should be noted thator councils which have embraced the recommended treasury
YEYFASYSy(d LINI OGAOSa Ay O KrBatipnPapexr®Y C ¢/ MB 1O dzNE
al ylI 3SYOYRWN2 gAy3Ia aK2dzZ R 2yfeé SOSNIO6S YIRS ¥F;
FRRAGAZ2Y I f O2YLX SEAGASE NBfIFGAY3I (2 02NNRSAY
asset will only apply to those coundif&t do not embrace the recommendenleasury

management practices.

To ensure this paper provides an accurate summary of the requirements of applicable
accounting standards this paper incorporates the requirements for both types of
borrowings.

The cost of an@m of property, plant and equipment is the cash price equivalent at the
recognition date. If payment is deferred beyond normal credit terms, the difference between
the cash price equivalent and the total payment is recognised as interest over the period of
credit unless such interest is recognised in the carrying amount of the asset in accordance
with the allowed alternative treatment in AASB 123.

¢CKS FftOaGSNYFGAGS GNBIFGYSy(d dzy RBoNdwing cpsts theth o & . 2
are directly attribtiable to the acquisition, construction or production of a qualifying asset

shall be capitalised as part of the cost of that asset. The amount of borrowing costs eligible

for capitalisation shall be determined in accordance with this Stantfard.

Therelevart sectiors of AASB 12are -

13. The borrowing costs that are directly attributable to the acquisition,
construction or production of a qualifying asset are those borrowing costs
that would have been avoided if the expenditure on the qualifying assket ha
not been made. When an entity borrows funds specifically for the purpose of
obtaining a particular qualifying asset, the borrowing costs that directly relate
to that qualifying asset can be readily identified.

14. It may be difficult to identify a direcelationship between particular
borrowings and a qualifying asset and to determine the borrowings that could
otherwise have been avoided. Such a difficulty occurs, for example, when the
financing activity of an entity is eardinated centrally. Difficukis also arise
when a group uses a range of debt instruments to borrow funds at varying
rates of interest, and lends those funds on various bases to other entities in

" AASB 116 Paragraph 23
¥ AASB 123 Paragraph 11

13
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the group. Other complications arise through the use of loans denominated in
or linked toforeign currencies, when the group operates in highly inflationary
economiesand from fluctuations in exchange rates. As a result, the
determination of the amount of borrowing costs that are directly attributable
to the acquisition of a qualifying assetdiéficult and the exercise of

judgement is required.

15. To the extent that funds are borrowed specifically for the purpose of obtaining
a qualifying asset, the amount of borrowing costs eligible for capitalisation on
that asset shall be determined as taetual borrowing costs incurred on that
borrowing during the period less any investment income on the temporary
investment of those borrowings.

16. The financing arrangements for a qualifying asset may result in an entity
obtaining borrowed funds and inging associated borrowing costs before
some or all of the funds are used for expenditures on the qualifying asset. In
such circumstances, the funds are often temporarily invested pending their
expenditure on the qualifying asset. In determining the amaditiorrowing
costs eligible for capitalisation during a period, any investment income earned
on such funds is deducted from the borrowing costs incurred.

23. To the extent that funds are borrowed generally and used for the purpose of
obtaining a qualifyig asset, the amount of borrowing costs eligible for
capitalisation shall be determined by applying a capitalisation rate to the
expenditures on that asset. The capitalisation rate shall be the weighted
average of the borrowing costs applicable to the bairms of the entity that
are outstanding during the period, other than borrowings made specifically
for the purpose of obtaining a qualifying asset. The amount of borrowing
costs capitalised during a period shall not exceed the amount of borrowing
costs ircurred during that period.

18. In some circumstances, it is appropriate to include all borrowings of the
parent and its subsidiaries when computing a weighted average of the
borrowing costs; in other circumstances, it is appropriate for each subsidiary
to use a weighted average of the borrowing costs applicable to its own
borrowings*®

Y1 {. MHO 4.2NNRBgAYy3IaE

14
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Contributed Assets

[ 20Ff JI2@0SNYyYSyiGa NBOSAGS | &aA3dyAFTAOLIYyl ydzyo
FNE FaaSia O2yaiNHzOGSR o0& RAGEEmeitNE YR aKI

AASB 116 requires that such assets be recognised at an acquisition cost equivalent to the
GCIFANJ £ £dzS¢ 2F GKS 13a3aSio ¢KS adlryRIFENR adal i

Notwithstanding paragrapii5, in respect of nefor-profit entities, where an asset is
acquired at no cost, or for a nominal cogtte cost is its fair value as at the date of
acquisition Aus15.2 In respect of nédr-profit entities, an item of property, plant

and equipment may be gifted or contributed to the entity. For example, land may be
cortributed to a local government by a developer at no or nominal consideration to
enable the local government to develop parks, roads and paths in the development.
An asset may also be acquired for no or nominal consideration through the exercise
of powers ® sequestration. Under these circumstances the cost of the item is its fair
value as at the date it is acquiréd.

*° AASB 116 Paragraph.1

15
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Decision Tree & Notes
Costing of Assets (AASB 116)
Decision Tree
What is the nature of the transaction?
Indirect Cost Direct Cost Recognise at
Overhead Monies expended | Borrowing Costs | paidfor at | Contributed “Fair Value”
to purchase asset (including “lessthan | orDonated (refer AASB 116
at “Full Price” interest) Full Price” Eair Value
v v v 1 | 5| DecisionTree)
| Canthe costs be reliably measured?
§ .
iy% NC . Provide
‘ disclosure note
| If asset is “self constructed”, eliminate any internal profits | in the Financial
v Statements
—_— 2 5
| Isthe amount greater than or equal to the Capitalisation Threshold? | (if material)
¢ Yes
Dothey represent an element of cost. ie. —
=Cost of acquisition NON CAPITAL
=Directly attributable to bringing asset into operation or
=An Obligation to be fulfilled upon decommissioning of the asset For example
W Ves Operational
Willit lead to an increase in the Service Potential of the Asset? NO EXPQNditure
Eg—increase usefullife, increase capacity, reduce risk of impairment H
W ves Routine
Nillthe benefits last greater than 12 months? | Maintenance
W Yes
Isit “probable” that the benefits will eventuate? For example — Charge to P&L
=Approvalto proceed has been given as Expense
sThere are no concernsoverthe ability for the asset to deliver
*There are no concernsoverthe projected being halted or cancelled
*Projectis not subject to satisfaction of other requirements
=
¢ Yes
Has this assessment been made “at
o the time the cost was incurred”?
\L Yes Refer Capitalisation of
Yes Borrowing Casts
“ . P
Are the costs “Borrowing Costs”? "—9 (AASB 123) Decision Tree
v v
Yes
Isthe “Recoverable Amount” (refer AASB 136 Decision tree)
greaterthan or equal to the “Capitalised” Amount ?
@ NO
Accountfor Impairment Loss in
accordance with AASB 136
(refer AASB 136 Decision Tree)
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Capitalisation of Borrowing Costs

(AASB 123) Decision Tree

Why were the funds borrowed?

“Specifically”
for the Asset
i.e. They would not have been
borrowed if the asset had not
acquired

For “General” purposes

i.e. While the funds were used for an asset
acquisition, whether or not the specific asset
was acquired would not have affected the

decision to borrow the funds

A 4

“Capitalise” the borrowing
costsincurred during the period
less any interest earned from
the investment of the borrowing

v

Determine “General” borrowing costs
by excluding borrowing costs that
“Specifically” relate to the acquisition
of an asset

Y

Based on level of borrowing used to
fund purchase of the asset “Capitalise”
the weighted average “proportion” of

“general” borrowing costsincurred

during the period

\ 4
Isthe total amount of “capitalised”
borrowing cost (for all assets) less than
the total borrowing cost incurred
during the period?

lNo

Reduce the amount of
“capitalised” interest so
that there isno excess
i.e expense aslinterest
Expense

) I

Return to “Costing of Assets” Decision tree

YES
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