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FINANCE ACT 2018FINANCE ACT 2018FINANCE ACT 2018FINANCE ACT 2018
� Various provisions amended Various provisions amended Various provisions amended Various provisions amended w.r.e.fw.r.e.fw.r.e.fw.r.e.f. AY 2017. AY 2017. AY 2017. AY 2017----18181818

� S. 145A S. 145A S. 145A S. 145A ---- amendedamendedamendedamended

� ICDS 2 (Valuation of Inventories)ICDS 2 (Valuation of Inventories)ICDS 2 (Valuation of Inventories)ICDS 2 (Valuation of Inventories)

� ICDS 8 (Securities)ICDS 8 (Securities)ICDS 8 (Securities)ICDS 8 (Securities)

� S. 145B S. 145B S. 145B S. 145B ---- insertedinsertedinsertedinserted

� ICDS 4 (Revenue Recognition)ICDS 4 (Revenue Recognition)ICDS 4 (Revenue Recognition)ICDS 4 (Revenue Recognition)

� ICDS 7 (Government GrantsICDS 7 (Government GrantsICDS 7 (Government GrantsICDS 7 (Government Grants))))

� S. 36(xviiS. 36(xviiS. 36(xviiS. 36(xvii) ) ) ) inserted inserted inserted inserted ––––Mark to Market Loss Mark to Market Loss Mark to Market Loss Mark to Market Loss ––––ICDS1 ICDS1 ICDS1 ICDS1 

� S. 40A S. 40A S. 40A S. 40A amended amended amended amended ---- ICDS 1 (Accounting PoliciesICDS 1 (Accounting PoliciesICDS 1 (Accounting PoliciesICDS 1 (Accounting Policies))))

� S. 43AA S. 43AA S. 43AA S. 43AA inserted inserted inserted inserted ----ICDS 6(Foreign ICDS 6(Foreign ICDS 6(Foreign ICDS 6(Foreign Exchange Exchange Exchange Exchange Rate)Rate)Rate)Rate)

� S. 43CB inserted S. 43CB inserted S. 43CB inserted S. 43CB inserted ----ICDS ICDS ICDS ICDS 3 (3 (3 (3 (Cons. Cont.) Cons. Cont.) Cons. Cont.) Cons. Cont.) / ICDS 4/ ICDS 4/ ICDS 4/ ICDS 4
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FORM 3CD FORM 3CD FORM 3CD FORM 3CD ––––CLAUSE CLAUSE CLAUSE CLAUSE ---- 13131313

� (a) Method of accounting employed in (a) Method of accounting employed in (a) Method of accounting employed in (a) Method of accounting employed in 

previous year previous year previous year previous year –––– Mercantile / cashMercantile / cashMercantile / cashMercantile / cash

� (b) Change in method of accounting applied(b) Change in method of accounting applied(b) Change in method of accounting applied(b) Change in method of accounting applied

� (c) If, yes, effect thereof on profit / loss(c) If, yes, effect thereof on profit / loss(c) If, yes, effect thereof on profit / loss(c) If, yes, effect thereof on profit / loss

� (Old d) Deviation in method of accounting (Old d) Deviation in method of accounting (Old d) Deviation in method of accounting (Old d) Deviation in method of accounting 

from accounting standards prescribed u/s from accounting standards prescribed u/s from accounting standards prescribed u/s from accounting standards prescribed u/s 

145 and effect thereof on P/L145 and effect thereof on P/L145 and effect thereof on P/L145 and effect thereof on P/L

� ICDS reporting brought in ICDS reporting brought in ICDS reporting brought in ICDS reporting brought in w.e.fw.e.fw.e.fw.e.f. 1.4.2017. 1.4.2017. 1.4.2017. 1.4.2017
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FORM 3CD FORM 3CD FORM 3CD FORM 3CD ––––CLAUSE CLAUSE CLAUSE CLAUSE ---- 13131313
�((((d) d) d) d) –––– Whether any adjustment is required to Whether any adjustment is required to Whether any adjustment is required to Whether any adjustment is required to 

be made to the profits or loss for complying be made to the profits or loss for complying be made to the profits or loss for complying be made to the profits or loss for complying 

with the ICDS notified u/s 145(2)with the ICDS notified u/s 145(2)with the ICDS notified u/s 145(2)with the ICDS notified u/s 145(2)

� (e) (e) (e) (e) –––– Is, yes, give detailsIs, yes, give detailsIs, yes, give detailsIs, yes, give details

� (f) (f) (f) (f) –––– Disclosure as per ICDSDisclosure as per ICDSDisclosure as per ICDSDisclosure as per ICDS

�For 8 standardsFor 8 standardsFor 8 standardsFor 8 standards

�Two omitted as no disclosure required as per Two omitted as no disclosure required as per Two omitted as no disclosure required as per Two omitted as no disclosure required as per 

the standard:the standard:the standard:the standard:

�Changes in Foreign Exchange RatesChanges in Foreign Exchange RatesChanges in Foreign Exchange RatesChanges in Foreign Exchange Rates

�SecuritiesSecuritiesSecuritiesSecurities
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FORM 3CD FORM 3CD FORM 3CD FORM 3CD ––––CLAUSE CLAUSE CLAUSE CLAUSE –––– 13(E)13(E)13(E)13(E)
ICDICDICDICD

SSSS

Name of ICDSName of ICDSName of ICDSName of ICDS Increase Increase Increase Increase 

in Profitin Profitin Profitin Profit

Decrease Decrease Decrease Decrease 

in Profitin Profitin Profitin Profit

Net Net Net Net 

((((RsRsRsRs.).).).)

DescriptiDescriptiDescriptiDescripti

onononon

IIII Accounting PoliciesAccounting PoliciesAccounting PoliciesAccounting Policies 14 14 14 14 ChChChCh

IIIIIIII Valuation of InventoriesValuation of InventoriesValuation of InventoriesValuation of Inventories

IIIIIIIIIIII Construction ContractsConstruction ContractsConstruction ContractsConstruction Contracts

IVIVIVIV Revenue RecognitionRevenue RecognitionRevenue RecognitionRevenue Recognition

VVVV Tangible Fixed AssetsTangible Fixed AssetsTangible Fixed AssetsTangible Fixed Assets

VIVIVIVI Changes in Foreign Exchange RatesChanges in Foreign Exchange RatesChanges in Foreign Exchange RatesChanges in Foreign Exchange Rates

VIIVIIVIIVII Government GrantsGovernment GrantsGovernment GrantsGovernment Grants

VIIIVIIIVIIIVIII SecuritiesSecuritiesSecuritiesSecurities

IXIXIXIX Borrowing CostsBorrowing CostsBorrowing CostsBorrowing Costs

XXXX Provisions, Contingent Provisions, Contingent Provisions, Contingent Provisions, Contingent LiabLiabLiabLiab & Assets& Assets& Assets& Assets

TotalTotalTotalTotal
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FORM 3CD FORM 3CD FORM 3CD FORM 3CD ––––CLAUSE CLAUSE CLAUSE CLAUSE –––– 13(F)13(F)13(F)13(F)
ICDSICDSICDSICDS Name of ICDSName of ICDSName of ICDSName of ICDS DisclosuresDisclosuresDisclosuresDisclosures DescripDescripDescripDescrip....

IIII Accounting PoliciesAccounting PoliciesAccounting PoliciesAccounting Policies 500 500 500 500 

CharacterCharacterCharacterCharacter

IIIIIIII Valuation of InventoriesValuation of InventoriesValuation of InventoriesValuation of Inventories

IIIIIIIIIIII Construction ContractsConstruction ContractsConstruction ContractsConstruction Contracts

IVIVIVIV Revenue RecognitionRevenue RecognitionRevenue RecognitionRevenue Recognition

VVVV Tangible Fixed AssetsTangible Fixed AssetsTangible Fixed AssetsTangible Fixed Assets

VIIVIIVIIVII Government GrantsGovernment GrantsGovernment GrantsGovernment Grants

IXIXIXIX Borrowing CostsBorrowing CostsBorrowing CostsBorrowing Costs

XXXX Provisions, Contingent Provisions, Contingent Provisions, Contingent Provisions, Contingent LiabLiabLiabLiab & & & & 

AssetsAssetsAssetsAssets
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ITRITRITRITR
Schedule ICDS Effect of Income Computation Disclosure Standards on profit

Sl. No. ICDS Amount

(i) (ii) (iii)

I Accounting Policies

II Valuation of Inventories (other than the effect of change in method of valuation (other than the effect of change in method of valuation (other than the effect of change in method of valuation (other than the effect of change in method of valuation 

u/s 145A, if the same is separately reported at col. 4d or 4e of Part Au/s 145A, if the same is separately reported at col. 4d or 4e of Part Au/s 145A, if the same is separately reported at col. 4d or 4e of Part Au/s 145A, if the same is separately reported at col. 4d or 4e of Part A----OI)OI)OI)OI)

III Construction Contracts 200000

IV Revenue Recognition 300000

V Tangible Fixed Assets

VI Changes in Foreign Exchange Rates

VII Government Grants

VIII
Securities (other than the effect of change in method of valuation u/s 145A, (other than the effect of change in method of valuation u/s 145A, (other than the effect of change in method of valuation u/s 145A, (other than the effect of change in method of valuation u/s 145A, 

if the same is separately reported at col. 4d or 4e of Part Aif the same is separately reported at col. 4d or 4e of Part Aif the same is separately reported at col. 4d or 4e of Part Aif the same is separately reported at col. 4d or 4e of Part A----OI)OI)OI)OI)

IX Borrowing Costs 5000

X Provisions, Contingent Liabilities and Contingent Assets

11a
Total Effect of ICDS adjustments on Profits 

(I+II+III+IV+V+VI+VII+VIII+IX+X) (If Positive)
505000

11b
Total Effect of ICDS adjustments on Profits 

(I+II+III+IV+V+VI+VII+VIII+IX+X) (If Negative)
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ITR ITR ITR ITR –––– PART A PART A PART A PART A ---- OIOIOIOI

�3a 3a 3a 3a ---- Increase in Profit or decrease in loss Increase in Profit or decrease in loss Increase in Profit or decrease in loss Increase in Profit or decrease in loss 

because of deviation, if any as per ICDS because of deviation, if any as per ICDS because of deviation, if any as per ICDS because of deviation, if any as per ICDS 

notified u/s 145(2) [Column 11a(iii) of notified u/s 145(2) [Column 11a(iii) of notified u/s 145(2) [Column 11a(iii) of notified u/s 145(2) [Column 11a(iii) of 

Schedule ICDS]Schedule ICDS]Schedule ICDS]Schedule ICDS]

�3b 3b 3b 3b ---- Decrease in Profit or Increase in loss Decrease in Profit or Increase in loss Decrease in Profit or Increase in loss Decrease in Profit or Increase in loss 

because of deviation, if any as per ICDS because of deviation, if any as per ICDS because of deviation, if any as per ICDS because of deviation, if any as per ICDS 

notified u/s 145(2) [Column 11b(iii) of notified u/s 145(2) [Column 11b(iii) of notified u/s 145(2) [Column 11b(iii) of notified u/s 145(2) [Column 11b(iii) of 

Schedule ICDS]Schedule ICDS]Schedule ICDS]Schedule ICDS]

CA. Pramod Jain



ITR ITR ITR ITR –––– SCHEDULE SCHEDULE SCHEDULE SCHEDULE BPBPBPBP

�25. Increase in Profit or decrease in loss 25. Increase in Profit or decrease in loss 25. Increase in Profit or decrease in loss 25. Increase in Profit or decrease in loss 

on account of ICDS adjustments and on account of ICDS adjustments and on account of ICDS adjustments and on account of ICDS adjustments and 

deviation in method of valuation of stock  deviation in method of valuation of stock  deviation in method of valuation of stock  deviation in method of valuation of stock  

(Column 3a + 4d of Part A OI)(Column 3a + 4d of Part A OI)(Column 3a + 4d of Part A OI)(Column 3a + 4d of Part A OI)

�33. Decrease 33. Decrease 33. Decrease 33. Decrease in Profit or in Profit or in Profit or in Profit or Increase Increase Increase Increase in loss in loss in loss in loss 

on account of ICDS adjustments and on account of ICDS adjustments and on account of ICDS adjustments and on account of ICDS adjustments and 

deviation in method of valuation of stock  deviation in method of valuation of stock  deviation in method of valuation of stock  deviation in method of valuation of stock  

(Column (Column (Column (Column 3b 3b 3b 3b + + + + 4e 4e 4e 4e of Part A OI)of Part A OI)of Part A OI)of Part A OI)
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ACCOUNTING POLICIESACCOUNTING POLICIESACCOUNTING POLICIESACCOUNTING POLICIES

If books / FS as If books / FS as If books / FS as If books / FS as 
per AS / per AS / per AS / per AS / IndIndIndInd ASASASAS

Effect and Effect and Effect and Effect and 
disclosure in disclosure in disclosure in disclosure in 
Form 3CD Form 3CD Form 3CD Form 3CD 

CA. Pramod Jain

If books / FS If books / FS If books / FS If books / FS 
as per ICDSas per ICDSas per ICDSas per ICDS

Qualify in Qualify in Qualify in Qualify in 
Audit ReportAudit ReportAudit ReportAudit Report

Disclosure in Disclosure in Disclosure in Disclosure in 
Form 3CD Form 3CD Form 3CD Form 3CD 



WHAT TO DO WHAT TO DO WHAT TO DO WHAT TO DO –––– PRACTICAL APPROACH PRACTICAL APPROACH PRACTICAL APPROACH PRACTICAL APPROACH 

Get the FS Get the FS Get the FS Get the FS 
prepared prepared prepared prepared 

complying AS complying AS complying AS complying AS 
/ / / / IndIndIndInd ASASASAS

Check & List Check & List Check & List Check & List 
out  the out  the out  the out  the 

applicable applicable applicable applicable 
ICDSICDSICDSICDS

Note Differences Note Differences Note Differences Note Differences 
in accounting in accounting in accounting in accounting 

method as per AS method as per AS method as per AS method as per AS 
in books & ICDSin books & ICDSin books & ICDSin books & ICDS

If different, is the If different, is the If different, is the If different, is the 
adjustment adjustment adjustment adjustment 

effected directly effected directly effected directly effected directly 
in ITR through in ITR through in ITR through in ITR through 
specific sectionspecific sectionspecific sectionspecific section

If, yes If, yes If, yes If, yes –––– disclose disclose disclose disclose 
amount effect in amount effect in amount effect in amount effect in 

ITR and ITR and ITR and ITR and 
disclosure in disclosure in disclosure in disclosure in 
Form 3CDForm 3CDForm 3CDForm 3CD

If No, disclose the If No, disclose the If No, disclose the If No, disclose the 
amount effect in amount effect in amount effect in amount effect in 
ITR as well as in ITR as well as in ITR as well as in ITR as well as in 

Form 3CDForm 3CDForm 3CDForm 3CD

If, ICDS If, ICDS If, ICDS If, ICDS 
applicable, 13(f) applicable, 13(f) applicable, 13(f) applicable, 13(f) 
to be filled even if to be filled even if to be filled even if to be filled even if 
no amount effectno amount effectno amount effectno amount effect

Verify related Verify related Verify related Verify related 
ICDS amount ICDS amount ICDS amount ICDS amount 
& disclosures & disclosures & disclosures & disclosures 
in Form 3CDin Form 3CDin Form 3CDin Form 3CD

Fill ICDS Fill ICDS Fill ICDS Fill ICDS 
amount effect amount effect amount effect amount effect 
details in ITRdetails in ITRdetails in ITRdetails in ITR
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IX IX IX IX –––– BORROWING COSTSBORROWING COSTSBORROWING COSTSBORROWING COSTS
CA. Pramod Jain



ICDS IX ICDS IX ICDS IX ICDS IX –––– BORROWING COSTSBORROWING COSTSBORROWING COSTSBORROWING COSTS

QUALIFYING QUALIFYING QUALIFYING QUALIFYING 
ASSETSASSETSASSETSASSETS

AS 16AS 16AS 16AS 16

Asset that necessary Asset that necessary Asset that necessary Asset that necessary 
takes substantial takes substantial takes substantial takes substantial 

period to get ready for period to get ready for period to get ready for period to get ready for 
intended use or sale intended use or sale intended use or sale intended use or sale 
which generally is 12 which generally is 12 which generally is 12 which generally is 12 

monthsmonthsmonthsmonths

ICDSICDSICDSICDS

Tangible / Tangible / Tangible / Tangible / 
Intangible Assets Intangible Assets Intangible Assets Intangible Assets 

Inventories that Inventories that Inventories that Inventories that 
require 12 months require 12 months require 12 months require 12 months 
or more to bring to or more to bring to or more to bring to or more to bring to 
saleable conditionsaleable conditionsaleable conditionsaleable condition
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ICDS IX ICDS IX ICDS IX ICDS IX –––– BORROWING COSTSBORROWING COSTSBORROWING COSTSBORROWING COSTS
� ICDS does not include exchange ICDS does not include exchange ICDS does not include exchange ICDS does not include exchange 

differences arising from foreign currency differences arising from foreign currency differences arising from foreign currency differences arising from foreign currency 

borrowings to the extent that they are borrowings to the extent that they are borrowings to the extent that they are borrowings to the extent that they are 

regarded as an adjustment to interest cost regarded as an adjustment to interest cost regarded as an adjustment to interest cost regarded as an adjustment to interest cost 

as a borrowing costas a borrowing costas a borrowing costas a borrowing cost

�FAQ FAQ FAQ FAQ –––– Q 21 Q 21 Q 21 Q 21 –––– bill discounting charges are bill discounting charges are bill discounting charges are bill discounting charges are 

borrowing borrowing borrowing borrowing costscostscostscosts
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ICDS IX ICDS IX ICDS IX ICDS IX –––– BORROWING COSTSBORROWING COSTSBORROWING COSTSBORROWING COSTS

�Capitalization:Capitalization:Capitalization:Capitalization:

�Specific BorrowingSpecific BorrowingSpecific BorrowingSpecific Borrowing

�General BorrowingGeneral BorrowingGeneral BorrowingGeneral Borrowing

�Specific Borrowing:Specific Borrowing:Specific Borrowing:Specific Borrowing:

�Actual borrowing costs incurred during period Actual borrowing costs incurred during period Actual borrowing costs incurred during period Actual borrowing costs incurred during period 

on  funds so borrowed from the date funds on  funds so borrowed from the date funds on  funds so borrowed from the date funds on  funds so borrowed from the date funds 

borrowed borrowed borrowed borrowed 
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ICDS IX ICDS IX ICDS IX ICDS IX –––– BORROWING COSTSBORROWING COSTSBORROWING COSTSBORROWING COSTS
�Other than specific borrowing:Other than specific borrowing:Other than specific borrowing:Other than specific borrowing:

�Capitalization of general borrowing costs as Capitalization of general borrowing costs as Capitalization of general borrowing costs as Capitalization of general borrowing costs as 

per para 6 of ICDS IX formula to be done on per para 6 of ICDS IX formula to be done on per para 6 of ICDS IX formula to be done on per para 6 of ICDS IX formula to be done on 

assetassetassetasset----bybybyby----asset basis. FAQ asset basis. FAQ asset basis. FAQ asset basis. FAQ –––– Q 22Q 22Q 22Q 22

�Formulae BasedFormulae BasedFormulae BasedFormulae Based

� A A A A X B / CX B / CX B / CX B / C

�A A A A = borrowing costs incurred except on = borrowing costs incurred except on = borrowing costs incurred except on = borrowing costs incurred except on 

specific borrowings specific borrowings specific borrowings specific borrowings 
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ICDS IX ICDS IX ICDS IX ICDS IX –––– BORROWING COSTSBORROWING COSTSBORROWING COSTSBORROWING COSTS
� B = (excluding directly funded by specific borrowing)B = (excluding directly funded by specific borrowing)B = (excluding directly funded by specific borrowing)B = (excluding directly funded by specific borrowing)

�average of costs of qualifying asset as appearing in B/S of average of costs of qualifying asset as appearing in B/S of average of costs of qualifying asset as appearing in B/S of average of costs of qualifying asset as appearing in B/S of 

a person on a person on a person on a person on 1st 1st 1st 1st day & last day of PY; day & last day of PY; day & last day of PY; day & last day of PY; 

� in case the qualifying asset does not appear in the B/S of in case the qualifying asset does not appear in the B/S of in case the qualifying asset does not appear in the B/S of in case the qualifying asset does not appear in the B/S of 

a person a person a person a person on on on on 1st day, half of the cost of qualifying asset; or 1st day, half of the cost of qualifying asset; or 1st day, half of the cost of qualifying asset; or 1st day, half of the cost of qualifying asset; or 

� in case the qualifying asset does not appear in the B/S of in case the qualifying asset does not appear in the B/S of in case the qualifying asset does not appear in the B/S of in case the qualifying asset does not appear in the B/S of 

a person a person a person a person on on on on last day of last day of last day of last day of PY, PY, PY, PY, average of average of average of average of costs costs costs costs of qualifying of qualifying of qualifying of qualifying 

asset as appearing in asset as appearing in asset as appearing in asset as appearing in B/S B/S B/S B/S of a person on of a person on of a person on of a person on 1st 1st 1st 1st day of day of day of day of PY PY PY PY 

and on and on and on and on date date date date of put to use or completion, of put to use or completion, of put to use or completion, of put to use or completion, as as as as case may be case may be case may be case may be 

� C = average of amount of total assets as appearing in C = average of amount of total assets as appearing in C = average of amount of total assets as appearing in C = average of amount of total assets as appearing in B/S B/S B/S B/S of of of of 

a person a person a person a person on on on on 1st day & last day 1st day & last day 1st day & last day 1st day & last day of of of of PY, other than assets to the PY, other than assets to the PY, other than assets to the PY, other than assets to the 

extent they are directly funded out of specific borrowings extent they are directly funded out of specific borrowings extent they are directly funded out of specific borrowings extent they are directly funded out of specific borrowings 
� For this formulae qualifying asset For this formulae qualifying asset For this formulae qualifying asset For this formulae qualifying asset ---- if if if if it requires 12 months or it requires 12 months or it requires 12 months or it requires 12 months or 

more for acquisition or construction or productionmore for acquisition or construction or productionmore for acquisition or construction or productionmore for acquisition or construction or production) ) ) ) 

� If less than 12 months… no capitalization?If less than 12 months… no capitalization?If less than 12 months… no capitalization?If less than 12 months… no capitalization?
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ICDS IX ICDS IX ICDS IX ICDS IX –––– CESSATIONCESSATIONCESSATIONCESSATION

� Cessation of borrowing costs: Cessation of borrowing costs: Cessation of borrowing costs: Cessation of borrowing costs: ----

� In case of tangible fixed asset and intangible asset In case of tangible fixed asset and intangible asset In case of tangible fixed asset and intangible asset In case of tangible fixed asset and intangible asset 

when when when when first put to usefirst put to usefirst put to usefirst put to use; and; and; and; and

� In case of inventory when substantial activities In case of inventory when substantial activities In case of inventory when substantial activities In case of inventory when substantial activities 

necessary to prepare such inventory for its intended necessary to prepare such inventory for its intended necessary to prepare such inventory for its intended necessary to prepare such inventory for its intended 

sale are completesale are completesale are completesale are complete

� ICDS ICDS ICDS ICDS ---- silent on suspension of capitalization silent on suspension of capitalization silent on suspension of capitalization silent on suspension of capitalization 

during extended periods in which active during extended periods in which active during extended periods in which active during extended periods in which active 

development is interrupted.development is interrupted.development is interrupted.development is interrupted.
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ICDS IX ICDS IX ICDS IX ICDS IX –––– CESSATIONCESSATIONCESSATIONCESSATION
� ICDS ICDS ICDS ICDS –––– 1111stststst put to useput to useput to useput to use

�AS AS AS AS 16 16 16 16 –––– Cessation  when substantially all Cessation  when substantially all Cessation  when substantially all Cessation  when substantially all 

the activities necessary to prepare the the activities necessary to prepare the the activities necessary to prepare the the activities necessary to prepare the 

qualifying asset for its qualifying asset for its qualifying asset for its qualifying asset for its intended use intended use intended use intended use or sale or sale or sale or sale 

are complete, i.e. when the asset is are complete, i.e. when the asset is are complete, i.e. when the asset is are complete, i.e. when the asset is ready ready ready ready 

to be put to useto be put to useto be put to useto be put to use

�Difference between ready to be put to use Difference between ready to be put to use Difference between ready to be put to use Difference between ready to be put to use 

and put to use is important… and put to use is important… and put to use is important… and put to use is important… 

�Loan for vehicle. Interest between loan Loan for vehicle. Interest between loan Loan for vehicle. Interest between loan Loan for vehicle. Interest between loan 

taken and vehicle on road… capitalisetaken and vehicle on road… capitalisetaken and vehicle on road… capitalisetaken and vehicle on road… capitalise
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ICDS IX ICDS IX ICDS IX ICDS IX –––– CAPITALIZATIONCAPITALIZATIONCAPITALIZATIONCAPITALIZATION
CA. Pramod Jain

Date of Date of Date of Date of 
borrowingborrowingborrowingborrowing

Asset Asset Asset Asset 
purchasedpurchasedpurchasedpurchased

Asset Asset Asset Asset 
ready to ready to ready to ready to 
useuseuseuse

Asset Put Asset Put Asset Put Asset Put 
to useto useto useto use

ICDSICDSICDSICDS

Specific Specific Specific Specific 

borrowingsborrowingsborrowingsborrowings

General General General General 

borrowingsborrowingsborrowingsborrowingsASASASAS----16161616
Capitalization Capitalization Capitalization Capitalization 

PeriodPeriodPeriodPeriod



ICDS IX ICDS IX ICDS IX ICDS IX –––– S. 36(1)(III)S. 36(1)(III)S. 36(1)(III)S. 36(1)(III)
� Finance Finance Finance Finance Act, 2015 Act, 2015 Act, 2015 Act, 2015 already amended Proviso already amended Proviso already amended Proviso already amended Proviso to to to to Section Section Section Section 

36(36(36(36(iiii)(iii) that the interest expenses incurred for )(iii) that the interest expenses incurred for )(iii) that the interest expenses incurred for )(iii) that the interest expenses incurred for 

acquisition of capital asset acquisition of capital asset acquisition of capital asset acquisition of capital asset uptouptouptoupto put to use shall not be put to use shall not be put to use shall not be put to use shall not be 

deductible.deductible.deductible.deductible.

� Provided Provided Provided Provided that any amount of the interest paid, in that any amount of the interest paid, in that any amount of the interest paid, in that any amount of the interest paid, in 

respect of capital borrowed for acquisition of respect of capital borrowed for acquisition of respect of capital borrowed for acquisition of respect of capital borrowed for acquisition of an asset an asset an asset an asset 

for the for the for the for the [[[[extension of existing business or professionextension of existing business or professionextension of existing business or professionextension of existing business or profession]]]]

(whether capitalized in the books of accounts or not), (whether capitalized in the books of accounts or not), (whether capitalized in the books of accounts or not), (whether capitalized in the books of accounts or not), 

for any period beginning from the date on which the for any period beginning from the date on which the for any period beginning from the date on which the for any period beginning from the date on which the 

capital was borrowed for acquisition of the assets till capital was borrowed for acquisition of the assets till capital was borrowed for acquisition of the assets till capital was borrowed for acquisition of the assets till 

the date on which the date on which the date on which the date on which such asset was first put to usesuch asset was first put to usesuch asset was first put to usesuch asset was first put to use, , , , shall shall shall shall 

not be allowed as deductionnot be allowed as deductionnot be allowed as deductionnot be allowed as deduction....
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ICDS IX ICDS IX ICDS IX ICDS IX –––– BORROWING COSTSBORROWING COSTSBORROWING COSTSBORROWING COSTS
� AS 16 AS 16 AS 16 AS 16 –––– Income earned on temporary Income earned on temporary Income earned on temporary Income earned on temporary 

investment of borrowings is to be deducted from investment of borrowings is to be deducted from investment of borrowings is to be deducted from investment of borrowings is to be deducted from 

borrowing costs.borrowing costs.borrowing costs.borrowing costs.

�No similar provision in ICDS?No similar provision in ICDS?No similar provision in ICDS?No similar provision in ICDS?

�Would be taxed as incomeWould be taxed as incomeWould be taxed as incomeWould be taxed as income
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ICDS IX ICDS IX ICDS IX ICDS IX –––– DISCLOSUREDISCLOSUREDISCLOSUREDISCLOSURE
�Accounting Accounting Accounting Accounting policy adopted for borrowing policy adopted for borrowing policy adopted for borrowing policy adopted for borrowing 

costscostscostscosts

�Amount Amount Amount Amount of borrowing costs capitalised of borrowing costs capitalised of borrowing costs capitalised of borrowing costs capitalised 

during the previous year. during the previous year. during the previous year. during the previous year. 

�AS AS AS AS ---- SimilarSimilarSimilarSimilar
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ICDS IX ICDS IX ICDS IX ICDS IX –––– PRACTICAL IMPLICATIONSPRACTICAL IMPLICATIONSPRACTICAL IMPLICATIONSPRACTICAL IMPLICATIONS
�Disclosure … same as per ASDisclosure … same as per ASDisclosure … same as per ASDisclosure … same as per AS

�Capitalize Interest if charged to revenue:Capitalize Interest if charged to revenue:Capitalize Interest if charged to revenue:Capitalize Interest if charged to revenue:

�For Qualifying assets as per AS For Qualifying assets as per AS For Qualifying assets as per AS For Qualifying assets as per AS asasasas well as well as well as well as 

ICDSICDSICDSICDS

�From date of ready to be put to use and put to useFrom date of ready to be put to use and put to useFrom date of ready to be put to use and put to useFrom date of ready to be put to use and put to use

�For For For For Qualifying Qualifying Qualifying Qualifying asset as per asset as per asset as per asset as per ICDS but not a  ICDS but not a  ICDS but not a  ICDS but not a  

Qualifying assets as per Qualifying assets as per Qualifying assets as per Qualifying assets as per AS: AS: AS: AS: 

�Interest charged to revenue as per books to be Interest charged to revenue as per books to be Interest charged to revenue as per books to be Interest charged to revenue as per books to be 

capitalized capitalized capitalized capitalized uptouptouptoupto the date of put of use the date of put of use the date of put of use the date of put of use including including including including 

for loan taken for vehicles from date of loan taken for loan taken for vehicles from date of loan taken for loan taken for vehicles from date of loan taken for loan taken for vehicles from date of loan taken 

till put on roadtill put on roadtill put on roadtill put on road
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ICDS IX ICDS IX ICDS IX ICDS IX –––– PRACTICAL IMPLICATIONSPRACTICAL IMPLICATIONSPRACTICAL IMPLICATIONSPRACTICAL IMPLICATIONS
�Exchange differences arising from foreign Exchange differences arising from foreign Exchange differences arising from foreign Exchange differences arising from foreign 

currency borrowings to the extent currency borrowings to the extent currency borrowings to the extent currency borrowings to the extent .. .. .. .. interest interest interest interest 

costcostcostcost

� In books revenueIn books revenueIn books revenueIn books revenue

� In computationIn computationIn computationIn computation

�If related to s. 43A If related to s. 43A If related to s. 43A If related to s. 43A –––– capitalizecapitalizecapitalizecapitalize

�If related to revenue If related to revenue If related to revenue If related to revenue –––– not borrowing but not borrowing but not borrowing but not borrowing but 

exchange differenceexchange differenceexchange differenceexchange difference
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FORM 3CD FORM 3CD FORM 3CD FORM 3CD ––––CLAUSE CLAUSE CLAUSE CLAUSE –––– 13(E)13(E)13(E)13(E)
ICDICDICDICD

SSSS

Name of Name of Name of Name of 

ICDSICDSICDSICDS

Increase Increase Increase Increase 

in Profitin Profitin Profitin Profit

Decrease Decrease Decrease Decrease 

in Profitin Profitin Profitin Profit

Net (Net (Net (Net (RsRsRsRs.).).).) DescriptionDescriptionDescriptionDescription

IXIXIXIX BorrowinBorrowinBorrowinBorrowin

g Costsg Costsg Costsg Costs

10000100001000010000 10000100001000010000 • Qualifying assets as Qualifying assets as Qualifying assets as Qualifying assets as 

per AS & ICDS per AS & ICDS per AS & ICDS per AS & ICDS –––– inttinttinttintt

from date of ready for from date of ready for from date of ready for from date of ready for 

use touse touse touse to date of put to date of put to date of put to date of put to 

use use use use ---- 2000200020002000

• Qualifying assets as Qualifying assets as Qualifying assets as Qualifying assets as 

per ICDS but not as per ICDS but not as per ICDS but not as per ICDS but not as 

per AS per AS per AS per AS uptouptouptoupto put to use put to use put to use put to use 

----3000300030003000

• Exchange Fluctuation Exchange Fluctuation Exchange Fluctuation Exchange Fluctuation 

loss being borrowing loss being borrowing loss being borrowing loss being borrowing 

cost as per AS 16 cost as per AS 16 cost as per AS 16 cost as per AS 16 ----

5000500050005000

TotalTotalTotalTotal 10000100001000010000
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FORM 3CD FORM 3CD FORM 3CD FORM 3CD ––––CLAUSE CLAUSE CLAUSE CLAUSE –––– 13(F)13(F)13(F)13(F)

ICDSICDSICDSICDS Name of ICDSName of ICDSName of ICDSName of ICDS DisclosuresDisclosuresDisclosuresDisclosures

IXIXIXIX Borrowing CostsBorrowing CostsBorrowing CostsBorrowing Costs • Refer to the Refer to the Refer to the Refer to the 

significant significant significant significant 

accounting policies accounting policies accounting policies accounting policies 

mentioned at Note mentioned at Note mentioned at Note mentioned at Note 

No. _ toNo. _ toNo. _ toNo. _ to the Financial the Financial the Financial the Financial 

StatementsStatementsStatementsStatements
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V V V V –––– TANGIBLE FIXED ASSETSTANGIBLE FIXED ASSETSTANGIBLE FIXED ASSETSTANGIBLE FIXED ASSETS
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ICDS V ICDS V ICDS V ICDS V –––– TANGIBLE FIXED ASSETSTANGIBLE FIXED ASSETSTANGIBLE FIXED ASSETSTANGIBLE FIXED ASSETS
� AS 10 AS 10 AS 10 AS 10 ---- SSSSpare parts, standpare parts, standpare parts, standpare parts, stand----by equipment and servicing by equipment and servicing by equipment and servicing by equipment and servicing 

equipment are recognised in accordance with this equipment are recognised in accordance with this equipment are recognised in accordance with this equipment are recognised in accordance with this 

Standard when they meet the definition of property, Standard when they meet the definition of property, Standard when they meet the definition of property, Standard when they meet the definition of property, 

plant and equipment. Otherwise, such items are plant and equipment. Otherwise, such items are plant and equipment. Otherwise, such items are plant and equipment. Otherwise, such items are 

classified as inventoryclassified as inventoryclassified as inventoryclassified as inventory

� ICDS :ICDS :ICDS :ICDS :

� StandStandStandStand----by equipment /servicing equipment are to be by equipment /servicing equipment are to be by equipment /servicing equipment are to be by equipment /servicing equipment are to be 

capitalised. capitalised. capitalised. capitalised. 

�Machinery spares to be charged to revenue as and Machinery spares to be charged to revenue as and Machinery spares to be charged to revenue as and Machinery spares to be charged to revenue as and 

when consumed. When such spares can be used only when consumed. When such spares can be used only when consumed. When such spares can be used only when consumed. When such spares can be used only 

in connection with an item of tangible FA & their use in connection with an item of tangible FA & their use in connection with an item of tangible FA & their use in connection with an item of tangible FA & their use 

is expected to be irregular, they shall be capitalisedis expected to be irregular, they shall be capitalisedis expected to be irregular, they shall be capitalisedis expected to be irregular, they shall be capitalised
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ICDS V ICDS V ICDS V ICDS V –––– TANGIBLE FIXED ASSETSTANGIBLE FIXED ASSETSTANGIBLE FIXED ASSETSTANGIBLE FIXED ASSETS
� Time Time Time Time uptouptouptoupto which to be capitalized:which to be capitalized:which to be capitalized:which to be capitalized:

� EEEExpenditure xpenditure xpenditure xpenditure incurred on startincurred on startincurred on startincurred on start----up and commissioning up and commissioning up and commissioning up and commissioning 

of the project, including the expenditure incurred on of the project, including the expenditure incurred on of the project, including the expenditure incurred on of the project, including the expenditure incurred on 

test runs and experimental production, shall be test runs and experimental production, shall be test runs and experimental production, shall be test runs and experimental production, shall be 

capitalised. capitalised. capitalised. capitalised. AS 10AS 10AS 10AS 10---- Initial cost to include testing costs Initial cost to include testing costs Initial cost to include testing costs Initial cost to include testing costs 

� EEEExpenditure xpenditure xpenditure xpenditure incurred after the plant has begun incurred after the plant has begun incurred after the plant has begun incurred after the plant has begun 

commercial production, that is, production intended commercial production, that is, production intended commercial production, that is, production intended commercial production, that is, production intended 

for sale or captive consumption, shall be treated as for sale or captive consumption, shall be treated as for sale or captive consumption, shall be treated as for sale or captive consumption, shall be treated as 

revenue expenditure. revenue expenditure. revenue expenditure. revenue expenditure. 

� Exp. Exp. Exp. Exp. incurred till plant has begun commercial incurred till plant has begun commercial incurred till plant has begun commercial incurred till plant has begun commercial 

production intended for sale or captive production intended for sale or captive production intended for sale or captive production intended for sale or captive 

consumption to be capitalised. FAQ consumption to be capitalised. FAQ consumption to be capitalised. FAQ consumption to be capitalised. FAQ –––– Q 15Q 15Q 15Q 15
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ICDS V ICDS V ICDS V ICDS V –––– TANGIBLE FIXED ASSETSTANGIBLE FIXED ASSETSTANGIBLE FIXED ASSETSTANGIBLE FIXED ASSETS
� AS 10 AS 10 AS 10 AS 10 ---- Provides for recognizing & derecognizing costs Provides for recognizing & derecognizing costs Provides for recognizing & derecognizing costs Provides for recognizing & derecognizing costs 

of replacement of:of replacement of:of replacement of:of replacement of:

�Parts (other than small parts)Parts (other than small parts)Parts (other than small parts)Parts (other than small parts)

�Major inspection costsMajor inspection costsMajor inspection costsMajor inspection costs

� ICDS ICDS ICDS ICDS ---- An An An An Expenditure that increases the future benefits Expenditure that increases the future benefits Expenditure that increases the future benefits Expenditure that increases the future benefits 

from the existing asset beyond its previously assessed from the existing asset beyond its previously assessed from the existing asset beyond its previously assessed from the existing asset beyond its previously assessed 

standard of performance is added to the actual cost standard of performance is added to the actual cost standard of performance is added to the actual cost standard of performance is added to the actual cost 

� If against shares If against shares If against shares If against shares –––– FV of asset acquired to be actual FV of asset acquired to be actual FV of asset acquired to be actual FV of asset acquired to be actual 

cost. In AS same but with various conditionscost. In AS same but with various conditionscost. In AS same but with various conditionscost. In AS same but with various conditions

� RevaluationRevaluationRevaluationRevaluation

� Depreciation as per IT ActDepreciation as per IT ActDepreciation as per IT ActDepreciation as per IT Act

� Income on transfer as per IT ActIncome on transfer as per IT ActIncome on transfer as per IT ActIncome on transfer as per IT Act
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ICDS V ICDS V ICDS V ICDS V –––– DISCLOSURES DISCLOSURES DISCLOSURES DISCLOSURES –––– CLAUSE 18 FORM 3CDCLAUSE 18 FORM 3CDCLAUSE 18 FORM 3CDCLAUSE 18 FORM 3CD

� Description Description Description Description of asset or block of assets; of asset or block of assets; of asset or block of assets; of asset or block of assets; 

� Rate Rate Rate Rate of depreciation; of depreciation; of depreciation; of depreciation; 

� Actual Actual Actual Actual cost or cost or cost or cost or WDV, WDV, WDV, WDV, as the case may be; as the case may be; as the case may be; as the case may be; 

� Additions Additions Additions Additions or deductions during the or deductions during the or deductions during the or deductions during the yryryryr with dates; in the with dates; in the with dates; in the with dates; in the 

case of any addition of an asset, date put to use; case of any addition of an asset, date put to use; case of any addition of an asset, date put to use; case of any addition of an asset, date put to use; 

including adjustments on account ofincluding adjustments on account ofincluding adjustments on account ofincluding adjustments on account of————

� CENVAT credit CENVAT credit CENVAT credit CENVAT credit claimed and allowed under claimed and allowed under claimed and allowed under claimed and allowed under CENVAT CENVAT CENVAT CENVAT Credit Credit Credit Credit 

Rules, 2004; Rules, 2004; Rules, 2004; Rules, 2004; 

� Change Change Change Change in rate of exchange of currency; in rate of exchange of currency; in rate of exchange of currency; in rate of exchange of currency; 

� Subsidy Subsidy Subsidy Subsidy or grant or reimbursement, by whatever name called; or grant or reimbursement, by whatever name called; or grant or reimbursement, by whatever name called; or grant or reimbursement, by whatever name called; 

� Depreciation Depreciation Depreciation Depreciation Allowable; and Allowable; and Allowable; and Allowable; and 

� Written Written Written Written down value at the end of year. down value at the end of year. down value at the end of year. down value at the end of year. 
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ICDS V ICDS V ICDS V ICDS V –––– PRACTICAL IMPLICATIONSPRACTICAL IMPLICATIONSPRACTICAL IMPLICATIONSPRACTICAL IMPLICATIONS
� Disclosure Disclosure Disclosure Disclosure ---- Clause Clause Clause Clause 18 of Form 3CD. Mention 18 of Form 3CD. Mention 18 of Form 3CD. Mention 18 of Form 3CD. Mention 

same in description as well as disclosuresame in description as well as disclosuresame in description as well as disclosuresame in description as well as disclosure

� If cost varies due to borrowing costs, what to If cost varies due to borrowing costs, what to If cost varies due to borrowing costs, what to If cost varies due to borrowing costs, what to 

do…? No specific column in Para 18. Addition do…? No specific column in Para 18. Addition do…? No specific column in Para 18. Addition do…? No specific column in Para 18. Addition 

would tally with FS too?would tally with FS too?would tally with FS too?would tally with FS too?
� Add in actual cost in Para 18 and give details in additionsAdd in actual cost in Para 18 and give details in additionsAdd in actual cost in Para 18 and give details in additionsAdd in actual cost in Para 18 and give details in additions

� Would Depreciation adjustment for companies Would Depreciation adjustment for companies Would Depreciation adjustment for companies Would Depreciation adjustment for companies 

etcetcetcetc to be disclosed in ICDS?to be disclosed in ICDS?to be disclosed in ICDS?to be disclosed in ICDS?

� Would gain / loss on sale of asset be disclosed Would gain / loss on sale of asset be disclosed Would gain / loss on sale of asset be disclosed Would gain / loss on sale of asset be disclosed 

in ICDS?in ICDS?in ICDS?in ICDS?

� Machinery Spares / Stand by Machinery Spares / Stand by Machinery Spares / Stand by Machinery Spares / Stand by equipmentsequipmentsequipmentsequipments, , , , etcetcetcetc
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FORM 3CD FORM 3CD FORM 3CD FORM 3CD ––––CLAUSE CLAUSE CLAUSE CLAUSE –––– 13(E)13(E)13(E)13(E)
ICDICDICDICD

SSSS

Name of ICDSName of ICDSName of ICDSName of ICDS Increase Increase Increase Increase 

in Profitin Profitin Profitin Profit

Decrease Decrease Decrease Decrease 

in Profitin Profitin Profitin Profit

Net (Net (Net (Net (RsRsRsRs.).).).) DescriptionDescriptionDescriptionDescription

VVVV Tangible Fixed Tangible Fixed Tangible Fixed Tangible Fixed 

AssetsAssetsAssetsAssets

5000500050005000 ----5000500050005000 • Profit on sale Profit on sale Profit on sale Profit on sale 

of assetsof assetsof assetsof assets

5000500050005000 taken taken taken taken 

on block of on block of on block of on block of 

asset asset asset asset 

methodmethodmethodmethod

TotalTotalTotalTotal ----10000100001000010000
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FORM 3CD FORM 3CD FORM 3CD FORM 3CD ––––CLAUSE CLAUSE CLAUSE CLAUSE –––– 13(F)13(F)13(F)13(F)

ICDSICDSICDSICDS Name of ICDSName of ICDSName of ICDSName of ICDS DisclosuresDisclosuresDisclosuresDisclosures

VVVV Tangible Fixed Tangible Fixed Tangible Fixed Tangible Fixed 

AssetsAssetsAssetsAssets

• For DisclosuresFor DisclosuresFor DisclosuresFor Disclosures Refer to Refer to Refer to Refer to 

the clausethe clausethe clausethe clause 18 of Form 18 of Form 18 of Form 18 of Form 

3CD3CD3CD3CD

• Depreciation effect due Depreciation effect due Depreciation effect due Depreciation effect due 

to change in rates as per to change in rates as per to change in rates as per to change in rates as per 

books and IT Act is to be books and IT Act is to be books and IT Act is to be books and IT Act is to be 

taken as per s. 32 in taken as per s. 32 in taken as per s. 32 in taken as per s. 32 in 

computation of income computation of income computation of income computation of income 

hence not disclosed inhence not disclosed inhence not disclosed inhence not disclosed in

ICDSICDSICDSICDS
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TAKE CARETAKE CARETAKE CARETAKE CARE

Certificate of ICDS Certificate of ICDS Certificate of ICDS Certificate of ICDS is is is is 

through through through through Form 3CDForm 3CDForm 3CDForm 3CD
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This Presentation would be available This Presentation would be available This Presentation would be available This Presentation would be available 
onononon
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Also may download free mobile app Also may download free mobile app Also may download free mobile app Also may download free mobile app 
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