
1 Initial accounting
 - Measurement of Lease liabillity
 - Measurement of ROU asset

2 Subsequent measurement
 - Lease liability
 - Lease amortisation schedule (Payments at end of year or at beg of year)
 - ROU asset

3 Basic terms
 - Meaning of future lease payments
 - Meaning of lease term
 - Meaning of discount rate

4 Lease remeasurement
 - Change of estimates (index, GRV, etc.)
 - Change of reasonable certainty of exercising option (PO/ RO/ TO)

5 Lease modification
 - Case A: Increase in scope with increase of rentals in line with market rent
 - Case B: Decrease of scope
 - Case C: Any others
 - What if decrease of lease term?

6 Leases in foreign currency

7 Classification of operating lease or finance lease
8 Financial lease accounting
9 Financial lease accounting - Mfr or dealor

10 Operating lease accounting

9 Recognition exemption
10 Sublease

 - in the books of ultimate lessor
 - in the books of ultimate lessee
 - in the books of intermediate lessor

11 Sale and leaseback
 - Sales price = Fair value
 - Sales price > Fair value
 - Sales price < Fair value

12 Identification of lease contract
13 Separating lease and non lease components
14 Separating multiple lease components
15 Treatment of initial direct costs

Part 3: Lease accounting in lessee books

LEASES
Part 1: Meaning of Leases
Part 2: Lease inception date and Lease commencement date - meaning and relevance

Part 4: Lease accounting in LESSOR books

Part 5: Others
































































Ind AS 116

Priority of identifying
arrear adv

specified in on
Hint
Arrears






Ind AS 116 Leases

Lessor lessee
Provides Insideration obtains

Rightof Use rightof
Use

17 Lease contract
that conveys Right ofuse
Identified asset
specified period of time
in exch of consideration

2



Lease

Lessee Lessor
I

single lease operating
Finance

accounting lease lease

model

Recognise
ROV Asset Dr Rent
To Lease liability income

in PL

over

IT

Lease Rec Dr

To Asset
To Gain loss on FL



LEASE TERM

1
LID Lcp Non cancellableperiod

RO EO if lessee is RC
To if Lessee is RC not to

terminate
Rc



34 Lease accounting
in LESSEE's books

Initial
accounting

CD subsequent
Measurement

ROV Asset Dr

To Lease liability

Lease liability ROV Asset

PV of FLP Lease liab

upfront LP
Fixed CP 4 Initial direct costs

4 Insubstance fixed P F P DRRC

5 Variable LP linked to
index or a rate

4 Guaranteed Residual value
5 Penalties if to is RC

Purchase price if POexists RC



ᵗ

Rov Asset Dr

To LL

To Bank upLP IDLY
TO PIDRRC



Note

Variable lease
payments

PL
ii Variable component of as and

in substance fixed LP when
incurred on
actual basis

Discount rate Rent enp

Priority Implicit rate of interest
Priority

2 Incremental
Borrowing

rate of
Lessee

In exam use whichever is given If Both
given use implicit rate of interest

Note
Rate at which OF IF Lessor point of view

FV of asset
Initial direct costs PV of FLP VaR

includes GRV



00

I 1 I
100000 100000 100000

01ST
248685

ROV Dr 248685 depreciate over 3years
To LL 248685 amortise over 3years

Actual LP LP in LL variable
71 100000 100000

72 113000 100000 13000

73 180000 100000 80000

PI



ROU

1
82895 82895 82895

248685 165790 82895

41 42 73

Dopy enp Dr 82895 82895 82895

To ROV Asset

LL

FC 24868 FC 17355 9097

298685 100000 100000 100000

173553 90909 NIL

Finance costs Dr 24868 17355 909

To Lease liability

Lease liability Dr 00000 00000 oooo

To Bank



4 Subsequent Measurement

teddTTfffy
PL

LL Dr

To Bank

Note Be careful and check if Lease

payments are made at

End of Year or

Beginning of Year
Mistake
If Paid at end of Year Arrears

Op LL F Costs on LP d 22

OP LL

If Paid at beg of year
Op LL LP FC on U LL

op LP



I

FC OPLL

I
LP
ALL

FC op if
I

ALL

ED



5 LEASE REMEASUREMENT

Change of estimates

Calculate CA of LL and ROU Asset
Calculate Revised LL

Revised lease payments
Applicable discount rate

change in lease liability
Make a

corresponding change
to ROV Asset

change of index change of

change of GRU Reasonable
etc certainty of

PO RO TO

Use Original
discount rate Is Use Revised

discount rate
Note If both the above changes

Use Revised discount rate



6 LEASE MODIFICATION

A B C

Increase in Decrease All

scope in scope others
and

Increased Decrease

Rentals in intTI same

line with as lease

market Redshrate
CA of LL SROU

Separate Remeasure LL

contract
using
Renied LP and
Revised rate

Tnc inscope LP

Markoff
change in

11

Inc of LT corresponding chang
the Doe ofCP to Rov



Mkt rent
3rd Rent 90000 100000

90000 95000 Sep leas

of



B Decrease in scope

CA of LL and ROV on date of mod
Decrease LL and ROV proportionately
Impact goes

to PL

JE LL Dr Decrease
To ROV Asset in scope
To PL orig's pe

Remeasure LL using Revised LP
Revised discountrate

calculate
change of lease liability

Make a
corresponding change

to ROU
JE ROV Asset Dr

To LL



c Decrease in lease term

CA of LL and ROV on date of mod
Decrease

I

ROV Asset Lease liability
proportionately Remeasure

gndyff
Original discount

JE rate

To ROV AssetImpact goes pto PL

Remeasure LL using Revised LP
Revised discountrate

calculate change of lease liability
Make a

corresponding change
to ROU

JE ROV Asset Dr

To LL



7 heases in foreign currency



i



I I
Asset in 12 12
CA 200000

pv 101
248685

IE LR Dn 248685
To Arset 200000

To PIL PL imm

UEFI Gross inv Net inv
3L 248685

517156

1
FI
248681 9091

1
F 17355

248085
a 5 I



FL

Gain on FL 48685

Mfr Dealer

Revenue 248685

cos 1200000



upto 12M T NOPO

PL Rent enp
1 variable LP actual
1 variable comp of in subs fixedLP actual
3 Revog enemp

PL SLM basis

Rent
41 5 10
42 10 10



A

contro

I

FEET

way





Tail lease
A B Z

sublease LT foms sig part of
HL CT FL

else 02



Identification of LEASE
and and

Identified Asset Right to Right to
economic direct the

Explicit Implicit benefits USE

No SSR to lessor from USE
Practical ability substantially How Purpose

Benefits all fromUSE and

Physically distinct Direct where when

subs cap indirect
lie more than I

Predetermined901

Right todirect
the Use exists if

customercustomer has

right to operate or designed the

the asset asset

Note PROTECTIVE RIGHTS doesn't impact classif

of contract as lease contract



septtNoted



incremental cost to obtain
more leaf

0

FV ofasset IDC PV FLP OUR

Use ofdiso rates hesse

d
Lease Remeas hease mod
d t t

GRU Index RC of New dise Dec in

old disc PO TO RO rate LT

rate New for calc
dise dee of LL
rate use old

disc rate
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