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No. CWC/FD-Taxation/WA/2021-22    17th February, 2022 

Works Accounts (CO) –Advisory 3 

Sub: De-recognition of old road, roof and floor @ 11.06%, 5%, 5.06% of the cost of 

warehouse and godown respectively and Accounting  & capitalization of 

significant components i.e. Roof (Pre-coated Galvalume Steel Sheets or 

equivalent), Road (Cement concrete) and Floor (cement concrete) separately 

Ref: (i) Accounting Policy no. 9(h) on Property, Plant and Equipment and depreciation  

 (ii) Instructions issued vide letter No. CWC/FD-Comp./2018-29 dt. 14.02.2019 

 (iii) Note no. 2(b) of Schedule II (Fixed Assets) of Annual Accounts 

Sir, 

1. As per Accounting Policy No. 9(h) of the Corporation “Significant components of 

warehouse and godowns i.e. Significant components of warehouse & godowns i.e. Roof 

(Pre-coated Galvalume Steel Sheets or equivalent), Road (Cement concrete) and Floor 

(cement concrete) are capitalized and depreciated separately”.  Further, Corporation is 

also giving disclosure of the WDV of the assets de-recognized in financial accounts in 

note 2(b) – schedule II of financial Accounts. 

 

2. As per the above instructions in place, as and when new road, roof and floor are 

constructed, the WDV of old road, roof and floor is to be removed from the books.   

This is applicable for the assets of the Corporation prior to 1st April, 2018 i.e. the date 

from which the road, roof and floor are made separate components. 

3.  While reviewing the  books of  Accounts of Regional Offices of current year, it has 

been noticed as under: 

 

(a) Some ROs are not following the above instructions and are not de-recognizing old 

road, roof and floor as and when they are replaced.   

(b) Some  ROs are passing the accounting entry for all the components of road, roof 

and floor (even if only one component is getting replaced), instead of de-

capitalizing the component which is getting replaced. For example, if only roof is 

replaced, Regions are passing de-recognition entry for all the components i.e. road, 

roof and floor, which is incorrect. 

 

4. Based on above, it is advised as under; 

(i) For the decapitalization of old road, roof and floor, procedures/instructions as 

informed vide our letter dated 14/02/2019  referred above (copy again enclosed) 

are  to be followed.  
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(ii) It needs to be ensured that only the component which is getting replaced is de-

capitalized from the books of Accounts and the other remaining components be 

only decapitalized  as and when they are replaced at a later date. 

 

5. In case the decapitalization is not done in time, the Fixed Assets shall be overstated, the 

depreciation shall be understated and profit of the Corporation shall also be over stated 

which may invite audit comment. 

Compliance of above be ensured. 

 

 

(Amit Puri) 

General Manager (Tax & A/cs) 

Enc: As above. 

 

Distribution to: 

1. All Regional Managers of CWC 

2. All DGMs/AGMs/Managers/ (Sr.) Asstt.Managers /Accountants in Finance, 

Accounts & Internal Audit Wings of all ROs. 

Copy for information to: 

1. All DGMs/AGMs/Managers/(Sr.) Asstt.Managers /Accountants in Finance, 

Accounts & Internal Audit Cadre at CWC, Corporate Office, New Delhi 

2. Director(Fin.), CWC, CO, New Delhi 

3. GGM(F&A), CWC, Corporate Office, New Delhi 

4. PPS to GGM (systems), CWC, CO, New Delhi –with a request to place this Circular 

on CWC’s website. 

5. Manager (Rajbhasha), CWC, CO, New Delhi, with a request to arrange Hindi 

version of this circular. 
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