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41A. Improvements to IPSAS, 2018, issued in October
2018, amended paragraph 25. An entity shall apply
this amendment to borrowing costs incurred on or
after the beginning of the annual reporting period

in which the entity first applies those amendments.

clball duwlaall Juso o 6j58)l 0am Cioan] 141
[5 olal

lplsal wilaeh by gl 6@all 0am Ciean
wiogay olell elbsl) adgall duwlbboll leo Gulao
Gle dalito Aylaly ciyan il wljlan] gl wleo
anwball pleo @ubi d4laall 6 aaicl o
wleal jlap] Ganl Gle aiall olell glhall

20lg glpw 2yl plell glbsl) dlgall duwlboall

42. An entity shall apply this Standard for annual
financial statements covering periods beginning
on or after July 1, 2001. Earlier application is
encouraged. If an entity applies this Standard for
a period beginning before July 1, 2001, it shall

disclose that fact.

ole Jheall laa @by of dgall Gle Ly 42
Tag wilis ey LUl dgiuwll dylall aflgall
2yl el a2y of 2022 powws 31 o
dgall cusb 13] 4l @uhill le pauiyg
pouys 31 Jub T 86 le jueall 1
8161l elli ge anei of gy 2022

aig5 2022 pouys 31 iy jueall glpw Ayl Jac
ololl elball duwlaoll leo @ubil saisall Ayl
d4laall Lo

42A. Paragraph 6 was amended by IPSAS 32, Service
Concession Arrangements. Grantor issued in
October 2011. An apply that

amendment for statements

entity shall
annual financial
covering periods beginning on or after January 1,
2014, Earlier application is encouraged. If an entity
applies the amendment for a period beginning
before January 1, 2014, it shall disclose that fact
and at the same time apply IPSAS 32, the

amendments to paragraphs 25-27 and 85B of

clbsll dpwlaall oo go 688l 0am 1630] 42
15 olall

ol Lglaal vaihaeiy buiyi Lgidl 84l 0as C1s3o
wleo Linagoy plell clbsl) dadqall duwlaoll jleo
o Gle aalive aylgiy tyan sl cljlao] gl
elbsll awlball wleo @Gubi dslaoll (6 aicl
auwlhall gyleal jlap] Gool Gle aiall olsl

20lg gl 2yl plell glbal) dlgall
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IPSAS 13, the amendments to paragraphs 5, 7 and
107C of IPSAS 17, the amendments to paragraphs
2 and 125A of IPSAS 29 and the amendments to
paragraphs 6 and 132A of IPSAS 31.

42B. Paragraphs 41 and 43 were amended by IPSAS
33, First-time Adoption of Accrual Basis
International Public Sector Accounting Standards
(IPSASs) issued in January 2015. An entity shall
apply those amendments for annual financial
statements covering periods beginning on or after
January 1, 2017, Earlier application is permitted. If
an entity applies IPSAS 33 for a period beginning
before January 1, 2017, the amendments shall also

be applied for that earlier period.

duulhall juso go 68éll odm Cub30] b
5 plall glhall

ol Lglsal cailaeiy buiyi lgidl 64l 0as C1630
pileo Lingoy plell clbsll adgall duwlbaoll pyleo
o Gle aalive aplgiy vjan Pl cljlan] gf
elball aulaall pleo Gubi @4loall L6 aicl
dulaoll pleal jlap] Gaol Gle diall olell

:20lg glpw 2yl olell clbal) dagall

42C. Paragraphs 2, 3 and 11 were deleted by 7he
Applicability of IPSASs, issued in April 2016. An
entity shall apply those amendments for annual
financial statements covering periods beginning on
or after January 1, 2018. Earlier application is
encouraged. If an entity applies the amendments
for a period beginning before January 1, 2018, it
shall disclose that fact.

duulbball jheo go 688l 03m Cuoan] 942
[5 olall glhall

oo Lglsal cuilaely buip Lgidl 884l 0am 1630
pleo Lingay plell clbsl) adgall duwlbaoall pyleo
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elhsll dwlall wleo Gubi @laall 6 aicl
auwlhall pyleal jlap] Gaol Gle il olsl
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42D. Paragraph 25 was amended and paragraph 41A
added by /mprovements to IPSAS, 2078, issued in
October 2018. An entity shall

amendments for annual financial statements

apply these

covering periods beginning on or after January 1,

2019. Earlier application is permitted. If an entity

clbal) duwlaoll juso o 638all 03 C1635] 242
[5 plall

oo Lglsal cuilaely buip Lgidl 8j8all 0am 1630
pleo Lingoy plell glboll adgall dpwlball pyleo
o Gle aalive aylgiy vyan sl cljlan] gl
elball aulhall pleo Gubi @4loall 6 aicl
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applies these amendments for a period beginning

before January 1, 2019, it shall disclose that fact.

auwlhall gylea) jlap] Gool Gle aiall olsl

20lg glpw 2yl plell glbsll dalgall

42E. Paragraph 6 was amended by /mprovements to
IPSAS, 2079, issued in January 2020. An entity
shall apply this amendment for annual financial
statements covering periods beginning on or after
January 1, 2023. Earlier application is permitted. If
an entity applies this amendment for a period
beginning before January 1, 2023, it shall disclose
that fact and apply IPSAS 41 at the same time.

duulhall juso go 68all oam 1630 @42
5 plall clball

ol Lglsal vailaeiy buiyi lgidl 64l 0as C1s3o
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42F. Paragraph 6 was amended by IPSAS 43, Leases

issued in January 2022. An entity shall apply this

amendment for annual financial statements
covering periods beginning on or after January 1,
2025. Earlier application is permitted. If an entity
applies the amendments for a period beginning
before January 1, 2025, it shall disclose that fact

and apply IPSAS 43 at the same time.
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lgaluwlg oty 2=l
ol=ll clbsll Jgall
Objective wagll
This Standard prescribes the accounting treatment for | o4l duuwlaall dolleoll o)l 12® 220y
borrowing costs. This Standard generally requires the | (sjgall lill - ole Jauw - bl gag . (oljis Ul
immediate expensing of borrowing costs. However, | 0 ocpglg .logno LQ_IT sle s Ul colladl
the Standard permits, as an allowed alternative | pgouo dlyay dalleas - auly jueall 158 glo s A
treatment, the capitalization of borrowing costs that | J4uy - ag=2i Ul goljis I cedlar dlaww) - Loy
are directly attributable to the acquisition, Jago Jol ol ql weloui] gl cliisl &l - polo
construction, or production of a qualifying asset.
Scope &lbdll
1. This Standard shall be applied in accounting for | ge duulrall 6 jusall las @ib) (JT oy
borrowing costs. ) Olis Ul caylAr 4
2. [Deleted]. fcusan] 2 1
3. [Deleted]. cuoan] 1
4. This Standard does not deal with the actual or gT adeooll aclall jueoll Ihe Jolin U .4
imputed cost of net assets/equity. Where | |3]g .dxalall @Gg6s/Jandl Lolnl dnjiaall
jurisdictions apply a capital charge to individual | culgall (Sle TJJLO.UJTJ Lo Lg_LbJ Jaall cuils
entities, judgment will need to be exercised to | |5] Lo 2y2ai) @40l duwjlao ojly dilo ool
determine whether the charge meets the | Lolai (a0l (0w awdl e gls 4
definition of borrowing costs, or whether it should | dal4y aif e CLD.”.?.D 1T ail pT (ol s Ul
be treated as an actual or imputed cost of net | §gén/Jgnl DDLD.] dnjian gl ales
assets/equity. " .&ualall
Definitions Cileyyei
5. The following terms are used in this Standard | jl=oll 138 6 @l wblboaoll paalwi .5
with the meanings specified: ilgio J5 ¢upd 220all Gieally 4

20



duwball Jueo 6 io)g lab §j8all asd)g i
ol=ll clbsll Jgall

Borrowing costs are interest and other expenses
incurred by an entity in connection with the
borrowing of funds.

Qualifying asset is an asset that necessarily takes
a substantial period to get ready for its intended
use or sale.

Terms defined in other IPSASs are used in this
Standard with the same

meaning as in those Standards, and are
reproduced in the Glossary of Defined Terms

published separately.

clogynallg 8aflell e (sl Layl4]

Plisl @leiy logs dgall Al il sl
Jlgo I

- @iy $all Joll o Jagall Joil
lialy awnyl dlgb dioj oji6 - dygually
ay gl dJ agnéoll plaaiwll

clalbnall eadiwi gheall las (69
plall glbsll duulaall leo 6 dopeall
el o a4y vaa)g ($l dwdi ivally sl
oo wialbnoll 03s tudye las juleall
algi ,6 63)lg/l dopeall Cilalbinall doils
ol clbsll duulaall jleog ouslao Juo
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lgaluwlg oty 2=l

Borrowing Costs Plps Ul coullai
6. Borrowing costs may include: olps Ul Cadlal gonii 26 .6
a. Interest expense calculated using the effective | olaaiwl wqunall 8afla)l Logoo I

interest method as described in IPSAS 41,

Financial Instruments,

0 doogall dyleall 6ajlaell Jano ddyb
Cilgadll 41 plall glbsl) duwlball jieo

b. [Deleted] q :ddlall
c. [Deleted] [C6an] .w
d. Interest in respect of lease liabilities and service [Coan] .2 4
concession arrangements; and Jull agée Wiloljill oy logo 6ajlall o
e. Exchange differences arising from foreign g ‘Wloaall oyasi juiol wuliyg
currency borrowings, to the extent that they are | (g6 ¢c dLulll cilla=ll Jigai g0 .2
regarded as an adjustment to interest costs. a6 22f sl aall Gl CLLLLQT Cllas)
Badla]l Ladlail Iyasi
Economic Entity anlnis il agall
7. The term economic entity is used in this Standard | dgall" alhno o3atuy (Jlall pysill oled 7 K

to define, for financial reporting purposes, a group

dcqoao (sieay Jusall e o "aslnisdl
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Jb3] @i Ja

ole Jiasi lgsluwlg ciayasill

(U/ a=i) syall

of entities comprising the controlling entity and | <lgo ng ébuuwall dgall Jauisi wilgall (o
any controlled entities. lgde thiwo
8. Other terms sometimes used to refer to an | - 0330w Ul spldl wblhpoll goand
economic entity include administrative entity, | dgall” asloisl agall I ¢l - TJLLQT
financial entity, consolidated entity, and group. S620gall dgall'g Sadlall agall'g Sayla Ll 4
~acgannll’g
9. Aneconomic entity may include entities with both | <ul3 wilgs dnlbisdl dgall onii 28
social policy and commercial objectives. For | duclainl wlwluw 2010  Gleoii Lolaml
example, a government housing department may | .JUall Juw (oo .dyjlai Lolaal Wl dolb Ul
be an economic entity that includes entities that | Joiid daloisl dgo glhuw| 6)ljg g4 26 il
provide housing for a nominal charge, as well as | ol b «(Sjoy J1léays (Sl pogivilgs (e
entities that provide accommodation on a | .Sjlad uuhuTblc Al pogi (SpT dlgs Gl
commercial basis.
iloaall of ayhdiuwall dyslois i goliall
Future Economic Benefits or Service Potential
10. Assets provide a means for entities to achieve | G627 A ilgall dluwg Jandll 1oqi .10
their objectives. Assets that are used to deliver | ;0 ©3aLwi Ul Janlll Langi l_g_oln_al
goods and services in accordance with an entity's | .dgall Lolaml 6oq wiloaallg elull ajaéi
objectives, but which do not directly generate net | &6 l6037 pulio Jouy agi U Lillg
cash inflows, are often described as embodying | iload (e (sghdi Jool LQJTJ Wle awlb
service potential. Assets that are used to generate | adgil 23Ty il Jon I Lol de6qio
net cash inflows are often described as LQ_JLJ Wle Langi 00 dpolo dJa8i 66T A
embodying “future economic benefits." To | A ."dliéluo dialnisl golio” (e (sgbdl
encompass all the purposes to which assets may | il oOledl 210n) ol jheoll g4y
be put, this Standard uses the term “future | 033wy jhealllas olb .Jgo Dl lgio paAiuwg
economic benefits or service potential” to gT alsiwall @slnisll g26liall” albno
describe the essential characteristic of assets. duwlw il doudl Lang) "dedqiall tiloaall
Jop 1l
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Government Business Enterprises

dwoganll Jlac Il glhs iliiio

(U/ a=i) syall

11. [Deleted].

[ran] 11

Net Assets/Equity

ayalall g /Jandl Lolo

12. Net assets/equity is the term wused in this
Standard to refer to the residual measure in the
statement of financial position (assets less

liabilities). Net assets/equity may be positive or

@géo /Jgnll Lolb" alboo oAy .12
dooll S )bl jueoll 132 6 “"d@slall
Joodl) Lol jSpoll @ofls 0 dsrioll
oo g 28 (Wbljildl Lgio bgpho

negative. Other terms may be used in place of net uTjgg;_g Wlw gT:LDg,o araloll (§gon/Jgo i 4
assets/equity, provided that their meaning is | ;00" o D (SpT Ublhno rOl:}_LuJJg
clear. a9 ol abupd Sadlell §gan/Joodl
lanlg lalieo
Qualifying Assets dla§all Jon Il
13. Examples of qualifying assets are office buildings, | (iloll dlagoll Jondl e aliodl ¢o .13
hospitals, infrastructure assets such as roads, | &inil &l ng:)Tg Wl diuallg Wyl
bridges and power generation facilities, and | A8lbJl gl @Golog jguallg Gl
inventories that require a substantial period of | dygb duioj 6o bl all ygjaallg
time to bring them to a condition ready for use or | ljaly lgwo gody @b Jl @ Jgogl
sale. Other investments, and those assets thatare | sl Caljlodiw I Lol 2l gT olaaiw 1l F

routinely produced over a short period of time, are
not qualifying assets. Assets that are ready for
their intended use or sale when acquired also are

not qualifying assets.

ole iy Jaiy Lgoli] ey Ul Joodlg
dgol cuuy (g0 OpN6 diioj 66 (520
sl aic gg4i Gl Jeod! of Los dlago
127 U lgeud gl lg) sgnsall pladiwll éialy

aago Igol

Borrowing Costs—Benchmark Treatment

dpwludll aalleall — plEs 1l Layl4s

Recognition

Gyl
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. (U/ i) 8psall
14, Borrowing costs shall be recognized as an LgJT ole sl wellai u.u: oT oy 14
expense in the period in which they are incurred. Lgio J.Tﬁj il pall (6 Lo 4
15. Under the benchmark treatment, borrowing costs | call4i LLILT dwwlwil daslleall Lingay .15
are recognized as an expense in the period in | Ul 8pell (6 Logmo Lg_JT e pls
which they are incurred, regardless of how the ,ébj.'I_qu clggl g bl P lgeo BYCYi 4
borrowings are applied. ogall
Disclosure olnolll
16. The financial statements shall disclose the | dwlwll ge adlall allgdll onai (JT oy 16
accounting policy adopted for borrowing costs. Olid Ul celdlail asiholl duwlaoll 4
Borrowing Costs-Allowed Alternative Treatment lay ogouuall dyaydl dalleall — (plEs Ul Loyl4s
Recognition Gyl
17. Borrowing costs shall be recognized as an LQJT ole phisdl Lalas cud (JT oy 17
expense in the period in which they are incurred, | lac lowo lguo gmﬁiﬁ il 6pell (6 Logino
except to the extent that they are capitalized in .18 6pa0ll laog awo Lj.n.u.uj 3l aall Gl 4
accordance with paragraph 18.
18. Borrowing costs that are directly attributable to | - ag=i Ul IS Ul coylai dmu;j UT Ly 18
the acquisition, construction, or production of a | Jol olii gl L] gl cliisl Sl - pwolo J5uiy
qualifying asset shall be capitalized as part of the | .Joll ¢l3 @aldi 3o cjo LQJT wie «J»do
cost of that asset. The amount of borrowing costs | @lagoll dlis Ul Ladlas glo 530) UT L0Jg 4
eligible for capitalization shall be determined in Jusall lagl 66q élawll
accordance with this Standard.
19. Under the allowed alternative treatment, Uf}nj Loy ogouuall dyaul dalleall Lingoy 19
borrowing costs that are directly attributable to | - jwlo Jauy - agei Ul sl caylas
the acquisition, construction, or production of an | U3 aal4j 0 d_DT olil gT welou] gT il Gl
asset are included in the cost of that asset. Such I.Q_Jl he oam (pls Ul coylar Jo.uuj Jodl 4
borrowing costs are capitalized as part of the cost | aopall 0 (g4 () Loaic Jodl aal4s o cjo
of the asset when (a) it is probable that they will gT oo @alnisl golio lgic alipw ail
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result in future economic benefits or service

potential to the entity, and (b) the costs can be
measured reliably'. Other borrowing costs are
recognized as an expense in the period in which

they are incurred.

1 Information that is reliable is free from material error and bias, and can be
depended on by users to faithfully represent that which it purports to represent
or could reasonably be expected to represent. Paragraph BC16 of IPSAS 1

discusses the transitional approach to the explanation of reliability.
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20. Where an entity adopts the allowed alternative

treatment, that treatment shall be applied

consistently to all borrowing costs that are

gy 2gauall dyayl dalleall dgall iy 13] .20
Jaudy - aallall elli Gubi of lgale Ly dils
39.9.'1'(9.'1'.“ Plis Ul cedlai 2100 e - (Guwio

directly  attributable to the  acquisition, | Aliil ql wcluui] ql cliisl ol - pilo JAddy - 4
construction, or production of all qualifying assets .dgall dsdoll Jgodil 2100
of the entity.
Borrowing Costs Eligible for Capitalization dlowl) dedall plEs Ul aylas

21. The borrowing costs that are directly attributable | — pulio J4uy — ag2i Gl s Ul caylas .21
to the acquisition, construction, or production ofa | s® J®§o LJ.DT ol gT weloui] gT clisl I
qualifying asset are those borrowing costs that | ol oJ gl LU.:).LLJJ cuils Gl plis Ul cayllas
would have been avoided if the outlays on the | (d4di loaicqg .J@goll Joll Lle @laill
qualifying asset had not been made. When an JJ:)T sle Jagnall (ol louns _lJlgoT agall 4

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.

205 - dgguy — ghoy dilo di Jado
- pwbo Jauy - Glo Ul pliio Ul caylas
Jedall Jodll eliay
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It may be difficult to identify a direct relationship
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 coordinated centrally. Difficulties also
arise when an economic entity uses a range of
debt instruments to borrow funds at varying rates
of interest, and transfers those funds on various
bases to other entities in the economic entity.
Funds that have been borrowed centrally may be
transferred to other entities within the economic
entity as a loan, a grant, or a capital injection.
Such transfers may be interest-free, or require
that only a portion of the actual interest cost be
recovered. Other complications arise (a) through
the use of loans denominated in or linked to
foreign currencies, (b) when the economic entity
operates in highly inflationary economies, and (c)
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 asset is difficult, and the

exercise of judgment is required.
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23.

To the extent that funds are borrowed specifically
for the purpose of obtaining a qualifying asset, the

amount of borrowing costs eligible for

capitalization on that asset shall be determined

el Tngns Jigodl ap sl (sall jaally
2305 oy s (Jago Jol Gle Jgnall
clal dlawill aladoll golis il coylai sho
adeall  phisdl wadldi  jladoy  Jodil
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as the actual borrowing costs incurred on that
borrowing during the period, less any investment
income on the temporary investment of those

borrowings.

g0 aily Jlofiwl J33 sl lgio Tognio
Hgsall ellil c158all jladiwl

sall JuUs phisul cls (e 6at4iall

24,

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

the borrowing costs incurred.

Gl J@go Jod digadll wlyiy 3§ 28
laysig syt Jigol Gle dgall Jooo
ql sy ol 2wl Jus alo cild pljisl cadlas
Jeall Jodll Lo @lai Jigodl 0as J5
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doll e lgslai]l gl Tsgo Jigodl
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25.

To the extent that funds are borrowed generally
and used for the purpose of obtaining a qualifying
asset, the amount of borrowing costs eligible for
capitalization shall be determined by applying a
capitalization rate to the outlays on that asset.
The capitalization rate shall be the weighted
average of the borrowing costs applicable to all
borrowings of the entity that are outstanding
during the period. However, an entity shall
exclude from this calculation borrowing costs
applicable to borrowings made specifically for the
purpose of obtaining a qualifying asset until

substantially all the activities necessary to

ple J4siy - Uigol dgall ay yoyiar sall jaglly
Jago Jol le Jamall 5y lgoaaiuig -
sl walai alo 52a) of ciy als
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prepare that asset for its intended use or sale are OT jou Ug .asul gT d) agnéall plaAaiwlll
complete. The amount of borrowing costs | 8ji6 J4 @lowwpall ls Ul Laylds sl 2y
capitalized during a period shall not exceed the | clli JAb dausiall ol Ul Lagdlas shio ge
amount of borrowing costs incurred during that Biall
period.
26. Only those borrowing costs applicable to the | y5gpd (e Gibdi Gill plis Ul edlbibso .26
borrowings of the entity may be capitalized. When | (5)i67 loaic lgilow) jgou il @ dgoll
a controlling entity borrows funds that are passed | lgie jhuuio dgo I jai _TJlgoT 6o dgo
on to a controlled entity with no, or only partial, | (PWDAT 20 gT Plis Ul cadlal pupAd ¢ggo
allocation of borrowing costs, the controlled entity | dgall jgouo (PIEs Ul collal go béo cjo
may capitalize only those borrowing costs which | Lallsi bas  Jowy ol lgde bl A
it itself has incurred. Where a controlled entity | cioliwl I5] .lguéi @ lgiauai Gl (goljis Ul
receives an interest-free capital contribution or | p¢ quLo_uulj domlwo lgde buwo dgo
capital grant, it will not incur any borrowing costs, | 244 U Lgilo .ddlo UJJTJ daio gT 6ailey dlono
and consequently will not capitalize any such le Jz_).w}j U o gog (pohisl cadlai (sl
costs. Jusll e o wallad
27. When a controlling entity transfers funds at | dgo (J _TJlgoT ébywo dgo Jgai loaic .27
partial cost to a controlled entity, the controlled | dgall jgay dilo aljo delal lge jhiuo
entity may capitalize that portion of borrowing | waul4i oo cjall ells ,J.g_uJ}j QT lgle byl
costs which it itself has incurred. In the financial (_'JT vaoyg lguoi e diai (sall ol dl
statements of the economic entity, the full amount | aord (PIEsUl cadlai) Jolsll slodl Jouwp
of borrowing costs can be capitalized to the | ddlall allgdll (6 J@goll Jolll aal4s 4
qualifying asset, provided that appropriate |_UpT ail dbypi alnisll dgall 6a0qall
consolidation adjustments have been made to | ¢lli sleuiwd duwliall aoqill  Clgud
eliminate those costs capitalized by the controlled | phywall dgall Ju6 o dlowpoll coylalll
entity. Laue
28. When a controlling entity has transferred funds at | dgo (]| _TJlgoT 6ibywo dgo Jgoi loaic .28
no cost to a controlled entity, neither the | dgalJl oqlui ¢ «delii jqay lgule 1bywo 4
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controlling entity nor the controlled entity would
meet the criteria for capitalization of borrowing
costs. However, if the economic entity met the
criteria for capitalization of borrowing costs, it
would be able to capitalize the borrowing costs to

the qualifying asset in its financial statements.
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.620g0ll
29. In some circumstances, it is appropriate to | grondi cuwliall go ggdy woghll a0 .29
include all borrowings of the controlling entity and | lgilgog  6jpbuwall  dgall  dgw a0
its controlled entities when computing a weighted | a5j0 buwgio wuing loaic lgide phyuoll
average of the borrowing costs; in other | (0 g4y A(Sp'il_c')g}b 09 'pls Ul Laylal A
circumstances, it is appropriate for each | 0232wl UT lgde phiwo dgo J4) cuwlioll
controlled entity to use a weighted average of the | (Je @bi polisl cadlail lhnpo lhawgio
borrowing costs applicable to its own borrowings. Lgy dobll (pquall
Excess of the Carrying Amount of the Qualifying 2liall ge Jodall Joill dypisall dogll 63Uj
Asset over Recoverable Amount o3lajiwl y4aall
30. When the carrying amount or the expected | duilgill dalaill gT dypioall dousll 2y Lloaic .30
ultimate cost of the qualifying asset exceeds its | g4oall 2lwll ge Jo§all Joil desgioll
recoverable amount or net realizable value, the | dLloll diois 6lo e gT aio o2lapiwl
carrying amount is written down or written off in | l86q iLb.qu gT ayyioall dousll d:umz:)j Batela¥il]
accordance with the requirements of IPSAS 21, | .21 olall clbéll duulball jheo blbial
Impairment of Non-Cash-Generating Assets or | gl 28il/ 62/gall uc Joo I dars 0 b/l A

IPSAS 26, Impairment of Cash-Generating Assets,
as appropriate. In certain circumstances, the
amount of the write-down or write off is written

back in accordance with those other standards.

0 baigll 26 plall clball duulaoll lso
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9530l oyjleol) log wibhiul

29



&yageuwll aypell @alaall 6 ololl glhall duwlaall leog awslao Ju>
" Plis Ul Laglsi 5 plall glball dpwlaall jheoy daopall duwljall

02024 jlap|
. - o : Jbol @i Jo
duulall oo 6 idyg a5 disoll @d)g (i e Jyasi Loiluwlg oyl
olell clbsl) (Jgall
Commencement of Capitalization dlowyl eay
31. The capitalization of borrowing costs as part of LgJT le Phis Ul celdlad dlouwy fogi OT Ly 31
the cost of a qualifying asset shall commence :loaic Jo§all Joll dalsi ¢o cjo
when: g (Jolll Cildei AT sy i
a. Outlays for the asset are being incurred; g ' olsl Laydlai uhi (s
b. Borrowing costs are being incurred; and slacy dygun 10 Sl dhdilll go4ai .2 4
c. Activities that are necessary to prepare the asset | dsul gT ad 2gnéall olasiwll Jolil
for its intended use or sale are in progress. Agoiill b
32. Outlays on a qualifying asset include only those | ¢l - héo - J@go LJ.DT le wlsaill ponii .32
outlays that have resulted in payments of cash, gT @a8i Clegono oo I_J}_Q_LUT Sl wlsaill
transfers of other assets, or the assumption of | &lano Wiloljill Jonj gT (SpT (_JQ.DT Gdlgad
interest-bearing liabilities. The average carrying | Jb JoIU dyisall dowsll buugio ol .620lay
amount of the asset during a period, including | dlowwpall PIEs Ul calar ells o Loy 6pioll i
borrowing costs previously capitalized, is | Ul léaill Igéeo Ly - 6ole - 297 8)lw
normally a reasonable approximation of the Spoll elli 6 dlawl Ja=o lgile &by
outlays to which the capitalization rate is applied
in that period.
33. The activities necessary to prepare the asset for | Jolll alacl gl abuiill  Jouii .33
its intended use or sale encompass more than the | 3}2.0 (30 J.Lﬁl asy gT d xgndall plaalw il
physical construction of the asset. They include | Jo=ll yoni g0 Jol salall elinidl
technical and administrative work prior to the | «S3loJl clawidl eay Gy sl s)lollg ol
commencement of physical construction, such as | .aylodl le Jgoall dbwipall dbuii Il Jio
the activities associated with obtaining permits. | oa® (Jio o 22wy U5 o oac¢pdlg 4
However, such activities exclude the holding of an gT olil 2ogy U loaie J.DTJ Blais Il dabuiidl
asset when no production or development that | .JUioll Juw (Jeoo .Jodl db go ) pohi
changes the asset's condition is taking place. For | g4 cuo 8udiall plisll Laydl4i d.O_uJ}j
example, borrowing costs incurred while land is | lguo 3605 il spiall Jus gbill s oyl

30



duwball Jueo 6 io)g lab §j8all asd)g i
ol=ll clbsll Jgall

&yageuwll aypell @alaall 6 ololl glhall duwlaall leog awslao Ju>
" Plis Ul Laglsi 5 plall glball dpwlaall jheoy daopall duwljall
©2024 jlap]

Jb3] @i Ja
ole Jpasi

lgaluwlg oty 2=l

under development are capitalized during the
the

development are being undertaken. However,

period in which activities related to

borrowing costs incurred while land acquired for

building purposes is held without any associated

23 50 pcyly ygbill dalaiall abid

8udiall plsul cadldi dowdll Ja§i U
haing clidl pled slisall gl ggii g
Loy buipo spgbi blis sl gga Ll

(U/ a=i) syall

development activity do not qualify for
capitalization.
Suspension of Capitalization dlowyl Gulei
34. Capitalization of borrowing costs shall be | JU5 (dhisll codldi dlow) @Gdeoi iy 34
suspended during extended periods in which | pghill lgwo wadgi Ul dlghbll wijsll A
active development is interrupted, and expensed. LOQN.0 LQJT wle lgililg Jouill
35. Borrowing costs may be incurred during an | dugb 6o JUs (plisl caldlai :Jiﬁ 26 .35
extended period in which the activities necessary | oIl slacy dyyguell dbuiull Lgus Cuasgy
to prepare an asset for its intended use or saleare | 0oa® Jio .deul gT d 2gnéall plaAalwill
interrupted. Such costs are costs of holding | dlai4wo JgDL bloinl wadlai o waylaill
partially completed assets, and do not qualify for | 1 .25 0 acplq .alowl] LJ_acLu g Wijo
capitalization.  However, capitalization  of | (olis Ul cadldi dlaw) @ulsi - 6alc — ai
borrowing costs is not normally suspended TJ"Jblg lio Ilac ayaii lguo Sy 6pio JAb
during a period when substantial technical and | loaic (plis Ul collai dlaw) (gj_vj g T
administrative work is being carried out | dloc go Lgo lejo cusgoll }.LDT.L” ey i

Capitalization of borrowing costs is also not
suspended when a temporary delay is a necessary
partofthe process of getting an asset ready for its
intended use or sale. For example, capitalization
continues during an extended period needed for
inventories to mature or an extended period
during which high water levels delay construction

of a bridge, if such high water levels are common

asy ol & sgnsall plaaiwll) Jol slac)
éyiall Jus dlawdl i JUodl Juuw (=6
JIb of ggjaall ani Gid aojll alghll
olodl ipwlio lguo p§i Gill dughll 8piell
oam Jlo vwild 13 o clidl dsoijoll
8o JUs aefly olal) dwaijall Lipwliall

.(",an' I(gblp_foI ool (gbchiuyl
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during the construction period in the geographic
region involved.
Cessation of Capitalization dlowpl Ladq

36. Capitalization of borrowing costs shall cease | loaic (PlidYUl Laydl&i dlouw) wadg gy .36
when substantially all the activities necessary to | dbuilll g0y - (sp@gy J4udy - Joi4d
prepare the qualifying asset for its intended use or | pladiwll Jagoll Joll slacl aygpall 4
sale are complete. Aoyl gT dl agnéall

37. Anasset is normally ready for its intended use or | oladiwll lml - ésle — Joll g4y .37
sale when the physical construction of the asset | cluill Jai%y loaic asuyl gT a agosoll
is complete, even though routine administrative | (sjlall Jasll glb glg &b WJol $alall
work might still continue. If minor modifications, | Lo J5 ¢l I3]g Tpoiwo Jly U 28 gyl
such as the decoration of a property to the | jg4u2 JLo_cT Jio doeb cilhaei ga (847 4
purchaser's or user's specification, are all that is | ,023A%uwoll gT spuadl wlenlgo Lo jléc
outstanding, this indicates that substantially all | - dlai4o dhididl 2100 UT o 1ae glo
the activities are complete. (SQD JAdy

38. When the construction of a qualifying asset is .cljs_T le Jogo d.DT el Jo4iwy loaic .38
completed in parts, and each part is capable of | poluy laiy olaaiwll Il cjo J5 gglug
being used while construction continues on other | @low Ladg w1y aild (sl elja il Ll
parts, capitalization of borrowing costs shall | (S99 J4uy — Joi4i loaic olis Ul cadlas il
cease when substantially all the activities | cjall w3 olacd gl abuiudll guoo -
necessary to prepare that part for its intended use .aouy gT d) agnéall plaalwll]
or sale are completed.

39. An office development comprising several QT oday gl 63e Jouy (s)lo] 2000 a9 .39
buildings, each of which can be used individually, | Jol _:L]Uloi.gjj,b Jauiy - lgio J5 0a3iwyg
is an example of a qualifying asset for which each | Lo g4 oll s dio c¢jp J5 Jodo
part is capable of being used while construction | g0l clip Il el dl paiwy laiy pladiwll 4
continues on other parts. Examples of qualifying QT ofy Sl dlagall Jandl e aiodl Lol
assets that need to be complete before any part | olaailwl ylholl g4y UT Jud dlaiso (jQAaj
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can be used include (a) an operating theatre in a
hospital when all construction must be complete
before the theatre may be used, (b) a sewage
treatment plant where several processes are
carried out in sequence at different parts of the

plant, and (c) a bridge forming part of a highway.
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Disclosure

ool

40. The financial statements shall disclose:

a. The accounting policy adopted for borrowing
costs;

b. The amount of borrowing costs capitalized during
the period; and

c. The capitalization rate used to determine the
amount of borrowing costs eligible for
capitalization (when it was necessary to apply a

capitalization rate to funds borrowed generally).

1ol lac alall oilgall anai of Liny .40
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Transitional Provision dyl&iil plﬂ:)T

41. [Deleted. [euoan] 47
41A. Improvements to IPSAS, 2078, issued in October elbsl duwballjheo o 8jsall 032 C1630] 141 lgbal wllyaely by gill g46all 0da Luodo
2018, amended paragraph 25. An entity shall [5 olall ogoy plell elbsl) ddgall dnubball pleo yuloo
apply this amendment to borrowing costs e dalino Ayjlqt wjap spl whlao| gl wleo
incurred on or after the beginning of the annual dwboll leo Guhi d4laoll o0 anicl o
reporting period in which the entity first applies uleol J|3.DL l_DDT Gle aull plell clball
those amendments. 25lg glpw Ayl ololl elbal ddgall dulaall

Effective Date olpudl Ayl
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An entity shall apply this Standard for annual
financial statements covering periods beginning
on or after July 1, 2001. Earlier application is
encouraged. If an entity applies this Standard for
a period beginning before July 1, 2001, it shall
disclose that fact.
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42A.

Paragraph 6 was amended by IPSAS 32, Service
Concession Arrangements: Grantor issued in
October 2011.

amendment for annual financial statements

An entity shall apply that
covering periods beginning on or after January 1,
2014. Earlier application is encouraged. If an
entity applies the amendment for a period
beginning before January 1, 2014, it shall
disclose that fact and at the same time apply
IPSAS 32, the amendments to paragraphs 25-27
and 85B of IPSAS 13, the amendments to
paragraphs 5, 7 and 107C of IPSAS 17, the
amendments to paragraphs 2 and 125A of IPSAS
29 and the amendments to paragraphs 6 and
132A of IPSAS 31.

clhall duwlall jueo go 8ydall 0am 1630] J42
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42B.

Paragraphs 41 and 43 were amended by IPSAS
33, First-time Adoption of Accrual Basis
Public Accounting
Standards (IPSASs) issued in January 2015. An

entity shall apply those amendments for annual

International Sector

financial statements covering periods beginning

on or after January 1, 2017. Earlier application is
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permitted. If an entity applies IPSAS 33 for a
period beginning before January 1, 2017, the
amendments shall also be applied for that
earlier period.

42C. Paragraphs 2, 3 and 11 were deleted by 7he | duulaoll jueo (o 688l oam Civan] 042 lglsal ilbaol by lgill siall 03e Ci03o
Applicability of IPSASs, issued in April 2016. An 5 plall clhall wogay plell glball ddgall duwball pleo uloo
entity shall apply those amendments for annual Ll aalito aylgh vujan (S,DT QJIJI:LDL gT lso
financial statements covering periods beginning . . ) .
on or after January 1, 2018. Earlier application is psi Guball pleo (_Or]jbj dslaall o 2olel o
encouraged. If an entity applies the amendments ool Jlml ol e aall ploll clball
for a period beginning before January 1, 2018, it -20lg glypw 2yl olell clhsl) ddgall duulaall
shall disclose that fact.

42D. Paragraph 25 was amended and paragraph 41A | duwlaall juso oo 66all oam 1630] 242 [_g_bgT wibael by lgill 6@all oam Ci6an
added by /mprovements to IPSAS, 2018, issued 5 polll glball Lingoy olell elbal) ddgall duulaoll wleo gulao
in October 2018. An entity shall apply these T - 5o £
amendments for annual financial statements DJL dolio 94_J|9J:J uJ__l? sp um_ml ?l lao
covering periods beginning on or after January 1, OoRi Guball pleo (gJ:IbJ aslaoll a 2alel o
2019. Earlier application is permitted. If an entity wleol Jb‘Dl ol Gle duiall plall glball
applies these amendments for a period -20lg glypw 2yl elell clhsl) ddgall duunlaall
beginning before January 1, 2019, it shall
disclose that fact.

42E. Paragraph 6 was amended by /mprovements to | duwlaall juso o 8p68ll oam Ci63d] 242 LgJ,:DT wibael buip lgill 6wall oam Ci6an
IPSAS, 2079, issued in January 2020. An entity 5 polll glbal Lingay olell elbal ddgall duwlhall wleo gulao
shall apply this amendment for annual financial Lle aaliso Aylgh cuyan LSDT uLlIJI:LDl gT Jleo
statements covering periods beginning on or ORj . . ) .
after January 1, 2023. Earlier application is Guball pleo (SJ;LbJ 4slaall 0 2olel oo
permitted. If an entity applies this amendment wl=aol Jb'Dl ol Gle ditall plall glball
for a period beginning before January 1, 2023, it -20lg gl 2yl plell elbéll ddgall dunlaall
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shall disclose that fact and apply IPSAS 41 at the
same time.

(U/ a=i) syall

42F.

Paragraph 6 was amended by IPSAS 43, Leases
issued in January 2022. An entity shall apply this
amendment for annual financial statements
covering periods beginning on or after January 1,
2025. Earlier application is permitted. If an entity
applies the amendments for a period beginning
before January 1, 2025, it shall disclose that fact
and apply IPSAS 43 at the same time.
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43.

When an entity adopts the accrual basis IPSASs of
accounting as defined in IPSAS 33, First-time
Adoption of Accrual Basis International Public
Sector Accounting Standards (IPSASs) for
financial reporting purposes subsequent to this
effective date, this Standard applies to the entity's
annual financial statements covering periods
beginning on or after the date of adoption of
IPSASs.
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Implementation Guidance

This guidance accompanies, but is not part of, IPSAS 5.

ayeitll vl
@io lefo Cruw lpidlg .5 ploll clhsl) drwlaall oo Cilaliyll 03m (Gol7

A.1 Period of Borrowing Cost Capitalization

BB oA dlawy 61io 1.1

When applying the allowed alternative treatment, as described in paragraphs 17-18,

when can an entity begin to include borrowing costs in the cost of the qualifying asset?

17 gaipall 6 83590 oa las gy agawall Ayl dallsall dgall @b loaic
ool Jodl dalss 6 sl Lallés gand of dgall ooy o .18

Where outlays and borrowings have been incurred specifically to fund a qualifying
asset's acquisition, construction, or production, the costs of those borrowings should be
capitalized when the activities necessary to prepare the asset for its intended use or sale
begin. The activities necessary to get the asset ready for use encompass more than the
asset’'s physical acquisition, construction, or production. The activities include technical
and administrative work prior to the commencement of physical acquisition,
construction, or production, but exclude holding the asset when no development that

changes the asset’s condition is being undertaken.

olii] gl .clivl gl eliisl Jygail — louns - loaudi @i 26 (dapdllg vildaill cils 13]
slac ) aygyall abii Il Ty boaic Bgpall el auldd dawp of 2 (Jogo Jol
lisb Jodl Jeal ayquadl abuiudl Jouii .a) sgoéall el of plasiwil Joil
0am ganii 3 .Jo il solall ol gl eliidl gl eliisl o 13l 9o Lo olaAiwl
«solall Uil of eyl gl weliis Ul cay bl (sjlalg el Josll dbuiidl

Jodldb ps pabi olall s U loaic Jo il Blaisl o U Lgidlg

The activities (i.e, technical and administrative work) undertaken prior to

commencement of the physical acquisition, construction, or production of a qualifying

asset should contribute to the actual development or construction of that asset.

cu Jib Ly plall aiy Ll (s)lallg el Josll D) abuindl aalwi of Lo
cla) Lleall clivdl of pghill o Jago Jol salall oLl of clivill gf wliis Ll
Jodi

A.2 Limit on Capitalization

ol Le 200l 2.1

When applying the allowed alternative treatment, as described in paragraphs 17-18, to
specific borrowings, are borrowing costs included in the cost of the qualifying asset in

that period limited to the borrowing costs incurred in that period?

17 cuipdall 6 8590 (»® s gy agawall Alayl anlleall dgall &b Loaic
Laylsi 20 @iy o J@do Joll - louns - lgdle Jgoall @i g6 Gle 18
(QJ'.II Olas Ul cadlal 6pall wlli o0 Jogoll Jolll aal4i 0 goBJ j QJ'JI Pls

Copall elli (o lausi ol

Yes. If a borrowing can be specifically associated with outlays on acquisition,
construction, or production of a qualifying asset, the amount of borrowing costs
capitalized during that period is limited to the borrowing costs incurred on that
borrowing during the period less any investment income on the temporary investment

of those borrowings.

Jol alii] ol welii] gl eliidl e wlaaiy - loyns - o6 by ghoy ls 1] asi
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Implementation Guidance

A.3 Asset Funded through Transfers

g6iill calaliy)
Cutgai J U5 o Jgaall Jo I 3T

In many jurisdictions, the acquisition, construction, or production of a qualifying asset is
funded through a transfer from another public sector entity. Does the entity acquiring,
constructing, or producing the qualifying asset consider the transferor's underlying
source of the funds, i.e., whether the funds are generated by tax revenues, general cash
holdings or borrowings, when it determines the amount that can be included in the cost
of the qualifying asset when applying the allowed alternative treatment, as described in

paragraphs 17-18?

927 JUI5 go Jodo Jof oliil of wlisi] of eliisl Jigat afy lall go aaell 46
Jogall Jol a1is of ¢iif of (i 1l dgall 330 Jo (53T ole £lbd dga o
a7 Jlgodl cuils 13] o «sT «@gaall agall sa) alnll ¢s3 JIgodl jaow jlictl o
537 loaic Jdole wilblisl ol dole 28 ciljlyo of Libls Cilaly] J1b o eaggi
alyay)l dxlleall agall @ubi loaie Jodall Jol aalss o dipass 4oy sl gloll

£18-17 guijdall L6 da5g0 (@ Las .lgy ogauuall

No. When the acquisition, construction, or production of a qualifying asset is fully funded
through a transfer, there will be no directly attributable borrowing costs to capitalize.
The entity may include in the cost of the qualifying asset only those borrowing costs

which it has incurred.

JA5 go - Jold Juiy — Jago Jol oli] ol welivl] gl .cliisl Jigat al) Loaic .1
2] qf cli] ol elii6 ) - piblao Ay - 2997 (P8I Laylsy Wllia 494 o) (Jig)
bao - Jagall Jodl alsi 6 gani ol dgall jong lgilow) ai Jagall Jo i

Lginuai 26 Ul (plpsdl colas -

A.4 Asset Funded through a Centralized Lending Program — Interest Rates

62716/ Cita00 — (iS50 PSl 20l J1U5 po Jeaal Jod 4/

A centralized lending agency may fund its activities by borrowings through several
separate loan instruments. Each instrument may have a different interest rate. An entity
may borrow funds from the centralized lending agency and use these funds for the
acquisition, construction, or production of a qualifying asset. If the entity is using the
allowed alternative treatment, as described in paragraphs 17-18, does the entity apply
the weighted average interest rate incurred by the centralized lending agency when

including borrowing costs in the cost of the qualifying asset?

alndio gagi8 Cilgal 8ac JUIb g0 lis Ul gihudul wjsjo plisl disg Jeai 26
Plp Ul &g go Ulgol dgo (5)iai 28g .alito 8a5l6 Jaso 6lal J4) ye4dy 28
agall cuils 13] . Jao Jol oli] of wclisi] gf «cliis ) Jlgodl oam oaaLwig sl
Jo 18-17 gijsall L0 dargo (»a o5 Wlg sgawall dbayl alleall EaALw
ajspall sl dlldg Jub oo uAiall 6ailall wiaeal aopall hugiall dgall @i

Sdadall Jodl daldy o gl Ul Ladlds gon] Loaic

No. The weighted average interest rate incurred by the centralized lending agency is not
relevant in the preparation of the financial statements of the entity acquiring,
constructing, or producing the qualifying asset. The entity can include in the cost of the

qualifying asset only those borrowing costs which it itself has incurred.

15 guy &jspall sl allsg Jib o aioll 6aflall cilasal Anpall buugioll .1
ghoy . Jagall Jodl aiif gl &y gl .iisd Gl agall allall adlgall slac] 0 dlo

s m LUl PIB Ul Laylsi — hao - Jadall Jodl dalsi 6 gand of dgal
lgingsi 2

The entity must consider all facts and circumstances when determining the borrowing
costs incurred in its arrangement with the centralized lending agency. In some cases,

the interest rate stated in the terms of the arrangement may not reflect the true

Lol 2305 boaic Logihllg @ilen)l gran jlictl o6 350 of dgall Lle Loy
136wl ey Lo ajbpall @l dlsg 2o lguiy o sadiall sl
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borrowing costs associated with the funds received. When the entity identifies
concessionary terms, the entity should apply the requirements in IPSAS 41, Financial
Instruments, paragraphs AG118-AG127" and capitalize borrowing costs based on a
market related interest rate that the entity would have incurred on a similar loan (see
IPSAS 41, IE153-1E172 for examples illustrating how to determine the interest rate in a
concessionary loan). Interest expense calculated using the effective interest rate method
is eligible for inclusion in the cost of the qualifying asset in accordance with this
Standard.
1 Where an entity has not yet adopted IPSAS 41, the requirements in IPSAS 29, Financial Instruments: Recognition and Measurement,

paragraphs AG84-AG90 are applied. Similar to the IPSAS 41 requirements, an entity should capitalize borrowing costs based on

a market related interest rate that the constructing entity would have incurred on a similar loan.

ayeitll vl

2 iyl 6 @i bapd 5929 dgall 2305 Loaie daliuwall Jigo Il dbuipoll

00 1127-118 @uhil Wbl Whias 6 63lell illhiall @ihi of agall Gle
Ialitwl Pls Ul CadlaT Jawy olg el cilgs il 41 ols)l elhsll duwlaoll hso
diloo P8 Gle dgall oAl il (s3lg Ggully d81le (55 6256 Jazo
cilb il 41 ploll clbal dnwlaall Juso go 172-153 dumusgill dlio Dl wilas yhl)
6aflall Logno 39 (o g o 65lall Jago wand dels angl dliol e
Joil @lsi o ganill Iado leall s2ilall Jaso b olaaiul Cuwisol

Juzoll 12g) l86g Jadall
@uhil Wbl Wlias 6 63ylg)l lilbioll @bl sy 41 olell elbal dnwlaall jueo Cii 16 dgall 447 ol 13] 1
apwlaall o illbio Jlie Gleg .qwlidll Cilidl il gl 29 plall clhsl) dulhall lueo go 90-84
§3 63316 Jam0 I Ialitwl Plis I ayldi Jawy of cillbioll el Cinga dgall le oy 41 olsll glbal

Jiloo (o8 e dgall 0auaiiw cuils sallg Ggull @slle

If the centralized lending agency and the entity to which it lends funds are part of the
same economic entity, in the financial statements of the consolidated entity, the
borrowing costs incurred by the centralized lending agency can be capitalized to the
qualifying asset, provided that appropriate consolidation adjustments have been made

to eliminate those costs capitalized by the controlled entity.

a0 cjp Lo Jlgodl alldgll go opiai LUl dgallg ajpbpall Pl ll dldg ils 13]
Lall4y Jauwy of - 830gall dgall alloll ellgall 6 - ghal Lguwai @olnis Ul dgl
byl (Jadoll Jodil @alsi o ajspall pls Ul dlsg Jub ¢o daxaiall goljis Ul
égall Ju8 (o 83usiall LagdlAill el slesiw ) duulio 3ngi Cilhasi o] af 28 ail

Lgile fhuall

A.5 Asset Funded through an Entity’s Own General Borrowing — Borrowings are not

Specific to Qualifying Asset

Jorall @iy Y il pgsll — lgils dgall ole phisl JUs o Jgaal Jodl 5T
Jago Jod - louns - lgc

When an entity acquiring, constructing, or producing a qualifying asset manages its own
borrowing program, but borrowings are not specific to the qualifying asset, how does
the entity determine the borrowing costs directly attributable to the qualifying asset?
This may occur when an entity uses cash on hand to fund the cost of a qualifying asset.
This cash on hand is funded from general borrowings, tax revenue and other fees and

transfers.

| il plisl 2oliy Ingo Ut T gT e i gT T8 (:L” agall Jgii Loaic
dgall 5297 Lays Jadall Joll -lnyns - lgile Jonall aiy U pogall g4lg Agilay
loaic am 139y 26 Sadall Jo Il - pilio Jady - agei Ul sl calar
o 28ill |a® yghug .Jado d.DT del4i Jigodl (@gauinll 6 128i dgall paAlug

sl Wlligaig ogug wiilys Cilalplg dole wilslsl go Ugao @gainll

The amount of borrowing costs eligible for inclusion in the cost of the qualifying asset is

determined using the weighted average of the borrowing costs applicable to all

oI35l Jodall oI 48155 6 gionill alagall s Ul Laylss $lio 34207 Al
0983 il agall PSoy5 2109 e @bl il PlyiB Il BISD 29j0)l Bugiol
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Implementation Guidance
borrowings of the entity outstanding during the period. The weighted average of
borrowing costs is then applied to the outlays on the qualifying asset incurred during the

period in determining the amount eligible for capitalization.

ayeitll vl
cilsaill Lo plisdl cadlail anpll bugiall @b af gog shall Jilb dasls
lowwl) Jogall 2lall 35295 aic Jogall Jodl Lle sall Juls su4ioll

The entity shall exclude from the weighted average calculation, those borrowings that
are made specifically for the purpose of obtaining another qualifying asset until
substantially all the activities necessary to prepare that asset for its intended use are
complete. The amount of borrowing costs capitalized during a period shall not exceed

the amount of borrowing costs incurred during that period.

Janall iy Ul gl elli anjall bugiall Gbuisl o Aeiiw of dgall e gy
- 1992 J4ui - Joisi ol G T Jado Jol Gle Janall oyl - louns - lgile
jolaiy UTjg:),l_ g .a) agnaall plaaiwil) Jodl elis slacy dygpell dbuiiil 2100
el JAs 630850l plyisdl cadlar slo 8516 J5 dlowpall plisdl cadlas lo

Bpiall

A.6 Asset Funded through General Borrowings — Range of Debt Instruments

dslizall gyall gl o degano ~ dole BB J U5 o Jeaal Jo ) 8.1

Does an entity apply a weighted average of borrowing costs when multiple debt

instruments are used to fund the cost of a qualifying asset?

622200 2 QIgJT 022w i loaic Oid Ul codlall anpo haugio dgall Gibi Ja
$ago Jol dal4i Jygoll

Yes. An entity may not be able to fund the cost of a qualifying asset with a single debt
instrument. When multiple debt instruments are used, the cost of borrowing is
determined by calculating the weighted average of the borrowing costs applicable to all
the debt instruments outstanding during the period, excluding borrowings that are made
specifically for the purpose of obtaining another qualifying asset (until substantially all

the activities necessary to prepare that asset for its intended use are complete).

loaicq .820lg (3 612l Jogo Jol @aldi Jugai le )36 dgall gg4i U 26 .00
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Illustrative Examples

These examples accompany, but are not part of, IPSAS 5. .aio lefo Cuud lgidlg .5 ololl clhsll duwlaall jlieo dlio )l 03s (ol

Qualifying Asset Constructed Over a Period of Time aoil o 6)i6 (520 e o§lin] aly Jo§o d.DT

IET.  On March 31, 20X1, Municipality XYZ begins construction of a tunnel to | gy jopall @5 wilewiwd Gai cbuil B 5 5 aaldl fay 20X odjlo 31 6 .1
accommodate transit between two commercial hubs. The construction period is | 2luoy gqpiall dal4y djlgo wuaaiclg wilgiw 5 & cbuill 646 .glad gujgo0
5 years and the project is budgeted to cost CUT00 million (CU20 million is paid to | (s3JI syl 6 claifl a5pw ] dlac 6309 gaulo 20 202)) dac 6a5g 100
the construction company on the date the construction begins and on March 31 | daaldl Jlnjs' (el 86 JAs dan ) diaw J5 o gujlo 31 (569 clinJl awo [EYY
of each subsequent year during the construction period). Municipality XYZ issues | Jasaiq diw 25 ,JQL dlac 6309 100 alio lajw 20XT gujlo 31 6 P 3 5
a 25-year CU100 million bond on March 31, 20X1 that yields a fixed coupon of 5 | 13® cbidl Jigod - lounsd = adwdl jlao| ai :ng.l_uJ dialy 5 028 vl alle
per cent per annum. This bond was issued specifically to finance the construction | 823l6 Jazo djaldl ciwidig powys 31 (6 aalll dyloll diwll giii .cqpuoll
of this project. The Municipality has a December 31 year end and earns a rate of AnSls anyiso 2o @&l civgall jlaiiwdl (e dall 3 0j36
interest of 3 percent on the temporary investment of any excess borrowings.

IE2.  On December 31, 20X1, the Municipality has accrued borrowing costs of CU3.75 | (oljisl Ladlar @Gleniwdl UulmT ole aaldl waysi 26 .20XT powyd 31 6
million (CU100 million x 5 percent x 9/12 months). gy 12/9 x &lally 5 x dac 630q agulo 100) dloc 8209 gulo 3.75 lejas

IE3.  In determining the borrowing costs that can be included in the cost of the tunnel, | djaldl yg4i «(Geill dalai 6 lgikani ghay Ul WIS Ul Ledlai 3yani aic .
the Municipality is limited to capitalizing the borrowing costs incurred during the | (0 jlaiiwl J53 le ool dpiell JUb 6auaiall plis Ul codlad douwp 639200
period less any investment income on the temporary investment of those aojisall ollall el cubgall jladiw
borrowings.

I[E4. At December 31, 20X1, Municipality XYZ recognizes its tunnel asset as a work in (_JLD_CT ail le @aill o Jiaiall Lg_l.DT & Do aalll u.uj 20X7 pauya 31 6.
progress. The amount capitalized is CU21.95 million (CU20 million + [CU100 | ¢qio 20) dlac 6a0q gailo 21.95 Jowpall $liall g4y Aueiill aub CLLJLO.JJJ'J
million x 5 percent x 9/12 months] - [CUSO million x 3 percent x 9/12 months]). | 6309 ¢jqudo 80] — [ligul 12/9 x dlally 5 x dloc 8259 gaulo 100] + dac 6209
This represents the funds transferred to the construction company and the | cLitll a5pd (J| dganll Jigodl 1am Jioyg .([lpg 12/9 x dfoly 3 x dlac
borrowing costs incurred during the period less the investment income earned | slall o wuwidall jlaiiwll J5o bbbl éball Jub 6a04iall sl Ladlaig
on the CU80 million invested. .aloc 6309 80 2JWI paiiuall

Centralized Borrowing Program - Eligible Borrowing Costs dlagall plpsdl Ladlas - (sjspo plysl aolip
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IES.  The Department of Infrastructure begins construction of a new road network on | &jlgo cuaaicl .20X1 giig) 15 6 623922 (Gpb dhuw L] @il aidl 6)ljg {5
June 15, 20X1. The project costs are budgeted to be CU500 million. All financing | éuil 6)ljg adbid (sl Jugadll J5 .dlac 6309 ggudo 500 gliay cgpiall Lalas
required by the Department of Infrastructure, and all other government adloll 8jljg Jub 0 = S0 Jhu - diyoli aiy (s Il aljljgl 2ua0q dyiaill
departments, is secured centrally by the Department of Finance.

IE6.  The Department of Finance estimates its cash flow needs on an annual basis in | 2y2aJ d:)T (0 (S u_lJLuJT wle aasil aléoail o lgiblinl adlall §)ljg jas7 .
order to determine the most appropriate source of funding to meet its internal | jalowall o2 garii . plps L daaslall lgiblisk clogl) duulio 451 Jigoill jano
lending needs. These sources include tax revenue, fee revenue, bonds issuances .(9g)89 (ladw Wiljlanlg oguy wilalplg w bl wilaly)
and loans.

IE7.  The Department of Infrastructure negotiates a 10-year loan from the Department | 6ljq wulbii .adlall 8)ljg ¢o <lgiw 10 alol PR e aindl ! 8)ljg gdglais .
of Finance. The Department of Finance requires the Department of Infrastructure | (§uuiyg Lgiw dlally 3 Jazoy pljisl cadlad 205 auinil dudl 6)ljg o allall
to pay borrowing costs of 3 percent per annum. This is consistent with the market | gl layo dyinill @l jljg 0ausiiw cuild (sl Ggull (6 635lell Jaoo 20 2
rate of interest the Department of Infrastructure would incur if the arrangement Jodl copndll uuhuT e cudpl JLuJJ oglaill aj
was negotiated at arm’s length.

IE8.  When the Department of Infrastructure secures financing from the Department | (e @inil duidl ¢)ljg gqai .adlall §)ljg o Jugodll dpinidl duiw! 8)ljg ¢odi loaic .
of Finance, the Department of Infrastructure is aware borrowings comprise | il jalooll lg) Wy gy ¢4lg wdegiio jaloo o aul anyigoll Jlgodl Ul.] aljo
various sources, but has no visibility of how the Department of Finance sources | (pliid Ul Ladlail anpall huwgiall Jg Jlgodll 0am le lgio ddloll 6jljg ciloo
the funds, nor of the weighted average borrowing costs the Department of .adlall 6ljg 02uAl (sall
Finance incurs.

IE9.  In determining the borrowing costs eligible for inclusion in the cost of the road | 6)ljg um:)j Gl dau dalai (6 granill dagall pls Ul cadlas 3yaaj aic .
network, the Department of Infrastructure includes only those borrowing costs | ¢d Ithiq lgiau4i 16 lguiai o2 GUl Pl Ul cedlai - bao — duaill dyiyll
which it itself has incurred. Because the loan is at market terms, the Department | dypuu polic 20gi U ail &l aindl adddl é)ljg (plad W§audl bapiy ga (poyall
of Infrastructure concludes there are no concessionary elements and determines | [3liwl @pbJl 41 4al47 6 gronil) dlegall BIjis Ul Laylas 1anig ojall (0
borrowing costs eligible for inclusion in the cost of the road network are based 289l 6 alde (paniall diall 3 2l 6ailall Ja=o L]
on the interest rate of 3 percent stated in the contract.

General Borrowing - Weighted Average Cost of Borrowing Pl Ul dalal) ooyoll baugioll - plel (plpis Ul

IE10. State Government T has begun construction of a new airport. The cost of this | 500 2lway jlbwdl dalai dijlgo tuanicl .2ya9 jlbwo cbudl j @ dgll dogho il .10
airport is budgeted to be CU500 million. State Government T manages its own | 23 20q :lgila lguwail Jlgodll (pljisl j aylgll d4go (Jqii dlac 630q guo
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Illustrative Examples

borrowings; however, it does not borrow for specific projects. In determining its
borrowing needs, State Government T budgets its cash shortfall over a given

period and ensures borrowings will cover its liquidity needs.

j dylgll dogan jasi (pliis Ul o lgibblisl 2yaai aic 63300 2yjlial 8T

@bl bt Pl of 6o §8T1g kw0 6 530 e losal 2aill ac
gl o

IE11. Over the construction period, State Government T held three instruments that
were open for the entire construction period:
- State Bonds — CU1 billion, yielding an annual rate of 5 percent;
- Loan with Financial Institution A — CU300 million, with an annual interest rate
of 7 percent; and
- Loan with Financial Institution B — CU600 million, with an annual interest rate

of 9 percent.

8yia) dngiao cuils cilgal dilliy j &gl doghn Cibhainl el Ul 66 (g0 e 11
lglash cLivl
g @il 5 0j26 (Sgiw Jaeos (doc 820q gaus T - &gl Wladw -
SGiw 6306 Jaea .dlac 620g ggudo 300 - I aloll duwdoll g0 BB -
g @l 7 0j2b
(S9iw 625l6 Jazay dlac 8209 ggrlo 600 — w1 édlall dwwdall go Py6 -
.diall 9 0)26

IE12. In determining the amount of borrowing costs eligible for inclusion in the cost of

the airport, State Government T calculates the weighted average of the borrowing

ing jlboll @aldi 6 gronill dlagall plEsll Lelds glo 3aai aic .12
Pgo 2100 Gle @bl Gl plis Ul cedlbl aopall buugiall j &gl dogan

costs applicable to all borrowings of the entity outstanding during the period. o)l JUs aadlall agall
A B o D=BxC 2Xw=2 2 = f
Principal Interest Proportion of Weighted 220l Buugiall ol go duudll  8aflall Jaso ool $hall
) 6209 ggilo 1,000 . )
Rate Debt Average 2.63 1,900 /1,000 ol 5 toc &gl Claw
State Bonds CU1,000 million 5 percent 1,000/ 1,900 2.63 ™ 1,900/ 300 aiall 7 &lac 620q yaulo 300 T@}éﬂl
Loan A CU300 million 7 percent 300/ 1,900 1.1 2.84 1,900/ 600 &sall 9 dlac 620g ggulo 600 w ol
illi 224l | bugioll
Loan B CU600 million 9 percent 600/ 1,900 2.84 atall, 6.58 dJ 200l - ng
sa5lall
Weighted Average Interest Rate 6.58
percent

IE13. State Government T calculates the weighted average of the borrowing costs
applicable to all borrowings of the entity outstanding during the period to be 6.58

percent.

aiall 6.58 ail e iall Jus daflall agall (dgys

Specific Borrowing — Borrowing for Part of Qualifying Asset's Amount

Jagall Jo il 2lio 4o ejo ol go Plis Ul - yado Joll loyns sl
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Illustrative Examples

IE14. State Government C began construction of a new road network on January 1, | &jlgo caaicl .20XT yly 1 0 63420 @Gpb 5w clid] o @ Ugll dogdo il 14
20X1. The cost of this road network is budgeted to be CU750 million. State | |a® o &1gll dog4s Jagai .dlac 62059 gaulo 750 sy 0as (§ibll @4 dalAi
Government C funds this project with amounts received on January 1, 20X1 from ‘)ano g0 20X7 pliy 1 6 daliuwo 2llhay cgpuall
two sources: g 'dlac 6309 ygdo 500 2l dlljaud daio e

. Federal grant in the amount of CU500 million; and 0J26 6230 Jaeay dlac 6209 glo 250 2las dllo & GO o PO e
. Loan from a financial institution of CU250 million, with an annual interest &all 5
rate of 5 percent. _— ) ) ) ’ .
i gl o &dgll dogdn o Whbio glb .adljauell dainll Lle Janall Jol o
In order to receive the federal grant, State Government C was required to show it c ; ) ) c .
unai o) ol @ o @lgll doghs dwlw ¢l .digaill yol le 8)3l8 Lgil
was able to secure financing. It is State Government C's policy to allocate . R oL . R .
626 Ja=o o & lgll dogio cuwisi . gl Jagall Jodl il dnyiscall Jlgodl
borrowed funds to the construction of the qualifying asset first. State Government e . . . e
anile anpiso ollo all cusgall jlaitwll e dioll 3 0j28
C earns a rate of interest of 3 percent on the temporary investment of any excess
borrowings.

IE15. As at December 31, 20X1, State Government C has incurred outlays of CU200 | 6209 ggilo 200 2lioy wilsai & dgll dogan 1245 . 20XT pouwys 31 6 s .15
million as part of the construction of the asset. These outlays were transferred in LQJT Gle 630lg @265 ilsaill 03 Jygai @i Jodl clil] 3o <o ail le dac
one lump sum payment to the construction company at the commencement of | J| @olo by .20XT pliy T 6 el eay aic cbwill d5p0 ] eghdo 2lo
construction on January 1, 20X1. In addition to the outlays of CU200 million, State | 6399 gauo 11 o & Ugll dogin Jmupg dlac 6309 ggdo 200 dallll calsaill
Government C capitalizes CUT1 million ([CU250 million x 5 percent] - [CU50 | (4o ([dlolb 3 x dloc 630g ¢gulo 50] - [dlall b x dlac 6309 ygulo 250]) dlac
million x 3 percent]) in borrowing costs, against the qualifying asset. Jagall Jolll dal4i oo (plisdl cadlai

IE16. Because State Government C borrowed CU250 million for the purposes of | (sle Jgoall pledl dac 6309 ggulo 250 cupyisl o algll dogdn ol i .16
obtaining the road network, but has only incurred outlays related to that | 200 2lwy Jagall Jodl déleio wiléa — bhao — iau4i lgidlg (bl a4
qualifying asset in the amount of CU200 million, State Government C was able to | Jlgoll (e 825l6 alyl wlwisl o @ Ugll dogan Ciclbiwle dlac 630g ggulo
earn interest revenue on the excess funds borrowed. State Government C | &jiall JU5 6auaiall (plipsdl coldlai o &gl dogin Cilauw) .anjlall anyidall
capitalized borrowing costs incurred during the period of CU12.5 million less the | dlac é35q ggqo 1.5 2l jlaiiwll 53 Insl dloc 630q oo 12.5 dslll
investment income of CU1.5 million on the temporary investment of those Aaoyisoll Jlgodl el cisgall jladiwl (o
borrowings.
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