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IFRS IN BRIEF 

IAS 23 Borrowing Costs 

 

SCOPE  

Borrowing costs that are directly 
attributable to the acquisition or 
construction of qualifying assets are 
capitalised as part of the cost of that asset.   

Other borrowing costs are recognised as 
expenses when accrued.  

Capitalisation of borrowing costs on 
qualifying assets is not optional.  
 

 

DEFINITIONS 

Borrowing costs 
Interest and other costs associated with 
borrowing funds and would have been 
avoided if the expenditure on the 
qualifying asset hadn’t occurred.  This 
may include: 

• Interest calculated using the effective 
interest rate (IFRS 9) 

• Interest on lease liabilities (IFRS 16) 

• Exchange rate differences arising on 
funding borrowed, to the extent that 
they are considered an adjustment to 
borrowing costs 

Borrowing costs can arise from two 
different sources: 

• Specific borrowings that are directly 
associated with the acquisition of the 
qualifying assets 

• General borrowings, that a proportion 
of them are used for the acquisition 
of the qualifying assets.  A proportion 
of such borrowing cost can be 
capitalised using the weighted 
average of such borrowing costs 
 

 

Qualifying Asset 
A qualifying asset is any asset that 
necessarily takes a substantial period of 

time to get ready for intended use.  This 
requires construction, or otherwise 
production of the asset.  This may include: 

• Property, plant, and equipment 

• Inventory 

• Investment properties 

• Bearer plants  

• Intangible assets 

A substantial period of time is not defined.    

Activities that may be included in preparing 
the qualifying asset include both construction 
and technical and administrative work 
required before construction commences. 

 

CAPITALISATION  

Commencement 
Capitalisation commences when the 
entity first 

• Incurs expenditure on the qualifying 
asset 

• Incurs borrowing costs 

• Undertakes activities to prepare the 
qualifying asset 
 

Suspension 
Capitalisation is suspended during 
extended periods when no active 
development is being undertaken. 
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Cessation 
Capitalisation ceases when substantially 
all the activities required to prepare the 
qualifying asset for its intended use or 
sale are complete. 

DISCLOSURES  

Entities are required to disclose the 
amount of borrowing costs capitalised 
during the period and the associated 
interest rate. 
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MOORE IFRS in Brief is prepared by Moore Global Network Limited (“Moore Global”) and is intended for general guidance 
only. The use of this document is no substitute for reading the requirements in the IFRS® Accounting Standards issued by 
the International Accounting Standards Board (IASB). This document reflects requirements applicable as at the date of 
publication, any amendments applicable after the date of issuance, to the IFRS® Accounting Standards have not been 
reflected.  Professional advice should be taken before applying the content of this publication to your particular 
circumstances. While Moore Global endeavors to ensure that the information in this publication is correct, no responsibility 
for loss to any person acting or refraining from action as a result of using any such information can be accepted Moore 
Global. 
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