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4.DEFINTTION OF LERSE.

LEASE: It i5 defrned 0 0 contract or @ part of contract
that conveys *right to control Lse OF
on erdentrfied Qsset
For 0 period ofF HmMe (leage term)
in-exchange Ror considerakon (lease Payment)

5. UNDERATANDING OFf TERMS:

5.1) IncepHon . Earlier of
Dote a) Dale oF lease Qqgreement
B) DOte ofF cemmitment by ParHes to
princpal terms & condrtions.
This dote 15 relevant for jgeptification
OF ease In Q contract.

8.2) (ommencement 2 [+ s the oate on which rgnt to
Date codtrol vse of asset tronsferred. o
Thrs aate 15 relevant for acouniing
Of lease IN O contrack. [

63) Lease 2 Colculotion of lease term
Teem 1. N : Non-cancellob’e period. .
2. € : Extention perioo. "
(If lessee 15 reasoNably certorn
to exercise the ophon)
8. T : Tecmy'noHoN periad. -
(1F lessee 15 reasonably certoin
NOT TO EXERCISE the OpHON)

LENSE TERM ¥y

NOTE:

CA RAHUL PANCHAL

1. lessec may enter intdo O leose Contrott For Nnon-consetulve period
2. legse term does Not (nclude conceliable period.

3. Terminahon Pperrod.

v
Rignt to terminate with
BOTH PARTIES.
J
Cancetiane Period
(rqnore for lease teem)

\"5.4) Reassessment oF *
leace Term

v
Rignhf +o terminote with

ONLY ONE y PPRTY.

i &
LES50R LESSEE
V
Consrder
for lease term
v v
certain to ©cectarn .
terminote NOT TO ferminote
!
Ignore onsrder

For Iease +erm For 1eage term

lessee should Qssess the 1@0se term

at the end of €och year.

Following Factors may offect lease

term.

1 I:1F lessee hos mode significont
Improvements in ledsenold property

2.M:IF lessee has corred srgnrficop
modificatiops in the underlying
Qs5ek .

& D:1IF lessee has take business decizion
that 15 drrecHy rerevont to lessees
Obility to exercse, or NOt exerclse,
an opton.

4. 531F Jessee has 4ub.-leased the |eased
0sset for beyond it5 Don-Concellable
per oq.

NOTE: LE%2OR (11 change hrs 1ease term
accordrng to lessee.

g



5.5) Lease 4 -
H |
1.k FPxed Rentals X
In-supstonce Fixed X
2. V:vorable Rentals which depends X
upon CPL| RATES.
3. G!Guaranteed reSiual payments. Y
4. E!Exercise price of purehgse opHon. X
S. Tt TermrpaHoN Penolty X
6. I I0centives by 1ess0r (%)

LEASE PAYMENTA (FOR LESIEE)X X

FixeD ReNTAL .0 It 5 the Fixed payment made by lessee to
lessor Q5 per lease controcs.

b ¥ may remaih Ficed during +he Qqgreed

Fxed amoun+-. ~
IN -SURSTANCE O IF +here Ore MLINpPle VOMObles e Controc
FIxeo then we should qo for thot vorioble which
Kems +o0 be real.
DIt 4here ore more than one realrshie Variobles
ten we ihould go For the vorigbie with
minrmum  I'ncregse (unavoradoble)

VARIABLE <0)If lease poyments Ore based Ob (ONSUMEr Price
LEASE (ndex CCPI) | rate OF Interest then following PoOIMs
PAVIMENTS shall bR censidered.
* 0N (ommencement cote, lease poyments shall
be computed on prevoiling rotes.
¢ If relevont Factors changes /o Forure then
legse payment shall be remeasured [N
reievont perrog.

CA RAHUL PANCHAL 4,

VARIABLE (D) IF lPase payment INCreas0s 1IN Fukure dJue +6
(EASE otber Factors (fe.z chonge 0 s0les | Profft)

PRYMENTS Hhen duch change shal!l be transkerred to PIL
in e asome perind. It will not affegt the
lease Paymenks.

EXERCISE Q)1+ 15 port of Iease payments only IF lessee I's

PRICE OF certarn to exercise purchQse OpHON.

PURCHASE

OPTION

TERMINATIONIA TN 1t 15 certoin that lessee wri1 pay pemalties
PENBLTLES o N\ gtie-to termi'nOton of leose +hen 1+ wi'tl Q30

v MUY Te inciuded (n jease poyments

|\ GlbeATEED 1OV rs 0D Qxﬁoum amount which 15 Payoble by
pervod or can Incregse over the H'me by o AN
3y LAY

"RESTDUAL lessee Ot end of the |ease period due
PRYMENTS t0 Oecredse IN Volwe OF Q%50
D). COMPURIHON
GuQronteed vaive ot 1he end of lease term :r-X
expected valye at the eno ofF lease term :} (X)
(only IF Posiive) Copslder 1IN lease poyment | X
LESS50R.

Qicuioton OF (€050 PAYMPNtS.

sme 04 lessee (except pornt 3) X
Quoaranieed valwe ar the end of lase term. —--x
(By lessee or 3 party)

XX

56 DISOUNT 20) Implras Rate of Return of LE4sOR (1RR)
RATE(Facor) B) Incremental borrowing rate OF (€35€€.



6.AccounTing IN THe BOOKS OF "LessEE” B

J

!
6.) INITIAL RECOGNITION ¢

(WN-1)4 Present Value of Legse Payments.

Yeors Lease Poyments DE® 7. Present Value.,
X x(Beglend) X X

(WN-2)¢ ROU asset (Right OF L3se assek)

_Portrculars _Amount
I. L:Present value OF lease payments.  x
2. 1'Ini40) Drfect COSt. X
(e.9. comission, s4omp duty etc.)
3. C'Poyment made before commencement. X

4. D Provision For brsmonl-on'ng &
festorotton cost.CDRO)
ROU 0%%et. _ XX

x

JOURNAL ENTRY !
At _commencement dote,

RPOU 0450k (14243 44) %
To lease Uobilrhy (1 x
To BONK (2+3) x
To Provisron For DRc (4) X
(Being Inrlal recognhition made)

'
6.2) SUBSEQUENT RECOGNITION :

(WN-3) ' Lease Ligoriity Teple

0) I1f lease renkals (AT END)

(WN-4) ROU 0sset:

1 X = (x) x

Years Opening Balonce — Depreciodon = CIosing Bolonce
b B X e (%) = b'e

opening  Interest (ease  _ Closing
Neors: Paiance T @ % T Payments —  Balance.
() + | B - (0 = o
(ax%.)
1 X ' (%) ¥
2 > b () X
D If lense vepkdis ( AT BEGINING)
opening (LP) openr Interost
faonce — lease = Bolonc + @ = Closrng
Years (Berore L) Paywent  (Aerer LP) % Balance.
() (B) (e (D) (E)
(A-B) (cx2)
- » (x) »* » e
T2 x tx) X X ) 4

NOURNAL ENTRIES:

4 Ipterost X
To Leoce Lrablirky x
(Being roterest occroed)

2) leose Lrabrirty x
To BoNK X
(Berng payment mooe)

3) DepreciaHon X
To ROV 03k X
(Being depreciokon chorged)
4) Proki+] 1635 X
To Interest X
To Depreciation X
(Being €xpenses transferred
to PIL)

Other pornts.

1. Depreyotion on ROU Q3%et Qb
per Ino R5t16 PPE.
(IF Queswion 4rient, 4LM metuod)

2. Period of Depreciohian:

0) Lessee I's certarn +0 exercise
Purcnase option “OR®

B Automotie Tronster of owneiship
o+ +he end of Llease term.
- - —%

VES NO

Deprouate over  Depreu'ate over

usefyl Irfe of  |eage

Asset term.




6.3) REMEASUREMENT:
FACTORS FOR REMEASUREMENT

cose N : srgnifrcont change {Revised Discount Rate)
) Change In decrsion of
+ Extension opHON.
* TerminoNDdN OPHON .
» Purcnose ophon.

co® 9 Ingorkicont cnonge (o1d discount Rote)
a) ¢hange 0 Guoronteed Residual
Poyment .
b) Change [0 lease rentals due
to CPI.

PCOUNTING FOR REMERASURENT.

(sTep1):carrying amount OF Lease Liabilrty

ON_remeasurement date.Original terms).
0) IniHal recognition
b) Subsequent recognition

(5TEP2):Present Volue OF Lease Lability
0n_remeasuremeM date (New terms)

Years Lease fawyments Dfey _P_v_

significont Chonge  Reufs ed \_J
Insrgnrficaot change  Old.

(BTEP 3): Re-mmeasure ment,

5TEP 2 X

ATEP | (x)

Liobrlty Increose | (Decreose) — %/(x)
ROU o<cet X . me Unbfli'w x .

Yo Lease Liobilrtqx | | ToRou osset x |

1\ shak e accounted

6.4)MODIFICATIONS
|

v

TRERTED AS SEPARATE C(ONTRACT.

We can consiger modrHcgHon a5

Q ®pPOrote NHroct on'y
Folowin
40HMsFred. (BOTH)

a) Modrficaton shovid be n

two Condikions are

FACTORS

L[

TREATED A5 MODIFICATION TO EXISTING CONTRACLTA.

y

I+

(rot at s+ondalone price)
Incregse (n lease ferm.

felation to (Ncreose rn SoPe 4

(eg.oreo) OofF leqgse.

b) lepse poyments For
50¢h Increqse should
be O+ rts Sondalone
price.

IF BOTH (ONAIHONA

50t1sHed  Hhen <« A

¥ No chonge In (7
exiaNng antrack—

2 Increase In Scope

Q% seporate
mnfi(](t.

Rou Asser (new)
To leage Liability X

(Bernq Initial fecognition mode|
For seporote Cootroct )

REMEAIUREMENT

(sTep1):corrying amoont OF (ease Liobrlrty
on_MODI FICATION dgte original terms).
0) Inial recognitron
b) Jubsequent recognition

(5TEP2):Present Volue OF Lease Lability

\ '_' on MODIFLCATION aate (new terms)

I Yeors lease Rwments Dfey Py,
significont Chonge  Revfsed

RSt 3'" f Em r _Q'Id'-

“TeP 3): MODIFICATION,

5TEP 2 X
ATEP | )
Liobility Increose | (Decrease) — %/(x)
RoOU oscet X lease Uabj'll'ﬂ, x

To Lease Liabilrty x ToRou osset x

MODIEICATION.

| Ehonges 1N leose Liability due

| to pre -exish'og condrtions.

changes i leose ll‘abr‘ll‘tg due to
new terms which were not eorer
N i,

in controct .

Increase 1n scope (areq).

' €hange 1N (ease poyments. |

ACCOUNTING FOR INCREASE

¥

Decrease 10 Scope (area)
Decregse N lease term

J

'ACCOUNTING FOR DECRERSE |

¢

(sTep1):corrying amoont OF Lease Liobrlrty
on MODI FICATION dqate (rginal terms).
0) 1lniHal recognition
b) Subsequent recognition

c) ﬂggng'of\Ofe geceegse [0 Carrying
ompo nt. (Decreqse entry )

lease Lobilrry x
PIL W
To Rou asset x

(5T€P2):Present Volue OF Lease Lrability
on MODIFILCATION dale (new terms)

Yeors |ense fwyments Dfey Py,

significont Chonge  Reufs ed
nsrgnitican—change —Oie—

“TeP 8): MODIFICATION.,

5TEP 2 X
ATEP | ()
Liobrltty -Increose | (Decleose) X/(x)
¥

ROU 0S®E  x

| lease Liobility x
To Lease Liabilrty x

ToRou osset |



ig

+) FINANCE LEASE:

I 15 o 1ease Inat tronsfers substontiolly all
Fsk ONd rewords Incidental to ownership OF
on underiying osset.

Following INDICATORs. $houtd be considered (p+ inception dot)

1. OWNERSHEP. & The lease transfers Ownership Of He Qsser

to the lessee at the end oOF Ieqse term.

2. OPTION 7o . The letsee hos the optiop to purchase 1he
PORCHASE asser at a price tha+ 15 expected +o be

sufhicrently lower Hhan Farr vaue.

3. LEAsE + lease term rs for major pork OF economic
TERM Itfe .

4. PV oF . Present value lease poymenks amounts 1o
MINIMUNM at least substontialy ail of the Fair
LEASE Value OF )eased Qsse).

PAY MENTS.
S. SPECIALISED : Leased aQsseks are of such Q 4peciolhsed

NRATORE no+ure. tnat only lessee can use T+

withouy Major mod ificaHons.

ADDITIONAL INDICATORS &

1. If lessee can canced the (ease . Hhe les50rs 10sies
assodoted with cancelioHon are borhe by LESSEE .

2. lessee has the abilihy to contrnue lease for a
secondory perfod o+ o rent +hak s JubstanHally
Lower that marcer rae

AccounTINg IN THe Book's OF "LEssoR” (5)

ACCOUNTING For Frmance lease.
(A+ (ommecerent dale)

INITIPL RECOGNITION:

4UB5EQUENT RECOGNITION:

(wn-1) @ Present vaiue OFf Gross invest ment

|
i
I
|
|
|
|
|
|
Years Porkculars  DF@y. Presept Vatlue : (WN-2) ' lease feceivadle
i Llease Poyment  x l I _ [
2. Unguoranteed  x X (a-b) : Openrng Ioterest lease  Closing
Resrdua) Vdlue Upeorned | years  Balance ® . Payments Raionce. |
(@)3RoA5 INVEATMENT -—(b)NE" INVEATMENT = anﬂﬂce : ()] + (®) - (0 = (»
Income ! (Ax%)
JOURNAL ENTRY:! : * x x > x
At commencement daile. AN \* x X x
lease receivabie (et invesoen) x ~\Ary
Profi+ [ 1045 x /% P A\ : JOURNRL ENTRIES!
To Asser | sale LI @ 4 . \1D |
(Beurg Initot_remgniton mage) | )\, . L. lease receivaple X
) € Rl ™ Integstlincome) x

(Being Interest accrued)

12 opeg-npohense

2. Bank X
MEANING : If any lease 15 Not classified as To lease recefyable X
Froonce +hen 1t 15 operating lease. (Berng lease payment feceived)
CINITIAL & ¢ Lessor fecognises collechon From lewse 3. Pnterest (Income) X
SUBSEQUENT @4 RENTAL INCOME ID PIL 0N ALM basis. To Profit/ 1055 X
RECOGNITION If actual coltecHon differs From 4LM (E,emq Torerest Income kronskerred e PIL)
rent then offference will be recognised as b |
advonce rent | oustanding rent. MODIFICATIONS!
- MODIEICATION 5§ IF modikicadon i5 made ID oporoh'ng lease receiyvable 4 0 Fnoncial assed &

lease contradt #hen ik will considered

0s new contrack From such date &
5LM rote will be rerised From such dale.

thereforR, any modification (n lease contrac
5holl be accounted 04 Per Ind PS 10G



OVERVIEW:

& Q &)

= HEAD LEASE A SuB-LERSE A

8. AcCOUNTING FOR Aub-LEASE.
¥

AccounH'ng For sub-legse ONtrOcHs T be
based on nNature of head-lease contracks

]
v

origroal original | Iplermediote Sub
lessor lessee | Llessor lessee .
(Sub-le¢sor)
v

NATURE OF HEAD LeAsE 3 EXPEPTED LEASE

\

' AUB- LERSE 4hall be considered as

NATURE OFf

308- LERSE OPERATING LEASE.

ACCOUNTING ¢ Rentals From sub-lease shall be
recognised on SLM bOsIz.

NoTE :0)Tre origina!l lessee (Intermediate

lessor) Wil POy fentrols Fot
Head lease and will collect
fenptals in 4ub-lease Controck.

B we can nor off- set lease rentals
under Origrnol CONtNOCH % Sub-ease
controct in ¥he booki of ongfnal
lessee (Intermediate 1€550¢).

NATURE OF HEAD LEASE : NOT BXPEPTED LEASE. —>

v

L. B

On'q nal lessee

ROV 045e} X
To Llegse Unbany X

'NATURE OF sUB-LEASE ¢ O) Mnonce | operatng lease.
b & aepends upon Facks (D
dub-lease contracts.

v
- OPERATING LERSE.

NATURE OF
5UB- LERSE

RecountINg  sRentals From sub-lease shall be
recogmced on SLM bOSIE.

Do'not derecogmse RoU asset
recorded under head legse.

v

NATURE OF : FINANCE (EASE.
4UR- LEASE

ACCOUNTING < De-recognised RoU asset &
fecognise Net investment

05 follows.

Lease recervable(net investment) x

3

<
HEAD LERSE Q 408 LERSE
Q L4 L
s ongrnat | Intermediote Subessen]
il lessee | lessor
EXPEPTED AlLoys opora-ﬂ'nq lease
Rental Expense 0N SLM) Rental Income on SLM

SUMMARY
To ROD Q550 x
HEAD LERSE L
2 % 408 LERSE el
’ ongrnat Intermediote
lessee lessor
NOT EXPEPTED oy x-- operating lease Finonce lease.
TolL ¥ | Rental Income on SLm Lease Rec (Nernwl)
Rl g b s 5 e s e o To ROU 0ssed




9. PccOUNTING FOR 5RLE & LEA4SE BACK.

&

i
laPPLY IND RS 115 .|
i

TRANSACTION 'SALE
{control Tﬂ:nSFen‘Qd]

+
| sALE & Morket terms |

carnfing amount  : 80
Forrvae T 100
seling Price ‘100
PV of 1ease foyment: 60
{ ! —3
| 4ELLERI LESSEE | [ BUVER | LE450R |
GAIN-D :Calculolon oF PY of Lease Liability(Rov)
Years Legse Poyments DFB/ PV
1 x x o R4set 100
Present vawue of lease LUobitty 60 To Bane 100

(H-)-OFF morket Qg justment
Fair Vaiue

(Berng asset purchased)

o
© Selirng Pnice . Woo) | nNo
Leose Lobilrty (Rou) 60

(WN-2):Calculaton of Profit|(oss on Sale.
areying amt.

<20
(60) >
32

Partrculgrs  Forr Valne
Totol [o]o)
-)Rekained(ROU)
Tronsferred, 40

ProFit = (40-32) - 8

Journal EDH‘L’ :

L

SALE & OFF Market terms.

Accounting For Qsset
grven on legse wiil

depend upan e

Fact whether leace

5 operaNng or
Hnancng leage.

Baok 100 '
ROU Q55¢} 48

To RAsset g0

To Proft on Sole 8

fo lease Lobiirry 60

(Being Sale & lease back fecord ed)

v
IRERER NEXT PAGE. |

i

TRANSACTION' NOT SALE
(Control not tronsherred]

v

| sELLER | LESCEE |

Bonk Ll
To loan Poyable  *

(Being loan token)

[BUYER] LES5OR |

loan Recer'vable
To BANK
(Being loon given)

> (o0

SALE Z\s
LEASE BACK

( euyer)

(lessor)




[SALE = OFf Morket Ferms.

4
|6FILES ! BELOW MARKET TERMS

4
carnfing omount  : 80
Forr Vawe T 100
selivng Price * Q¢

PV of 1ease fayment: SS

| sELER] LESSEE |
Years Leose Payments  DEBL PV
x » b

1

Present vawue of lease Liobity S€
djustment
Farr Vvaiue oo
 Selirng Pnce . (95) &5

y

Legse Liobility (RoU) 60

*H-)

-2): ) 1= lg.
Particulgra  Fotr Valne

Totol 100 20
GRetarned(rov)  (60) >< ®O4ag)

Tronsferred, 40 32

ProFit+= (40-82) - 8

) dal Kl

)
BUVER | LESSOR

R4se} 100

To Bank Qs
To lease Pre.-recd €

(Being acset purchased)

Accounting For Osset
given on keose oIl
depend upan e
Fact whetner leace
15 operaNng or
Hnancing leage.

o1\

Lease Prepoyment < N

Bank Iy 2P
ROU Q55¢) 48 : N
To Asset &0
To Profit on Sole 8
o lease Uobility 60

(Berng sale, ‘ease bock &
lease pre payment recorded)

[o)

1
RBOVE MPARKET TERMS |

| 3ALES ¢
carrying amount @ 80
Foirvolue 100
5elivng Price 104
PV oF 1ease fayment: 64

+
| 4ELLER] LESSEE |

Years leoce Poyments  DEBS PV
1 x b >
Present vaiue of lease Liobitty 64
(H-) - OFF morket adjustment
Fair Vawue oo
 Selfrng Pnce . (104) { (4)
Leose Liobilrty (RoU) 60

~2): ' F_Profit o le.
Partrculgrs  Foir Valge Corrgt'nq ant.
Totol 100 ¥O
-Retained(rou) (60 - 9(4=)
Tronsferred, 40 32

Profit= (40-82) - 8

Jouinag) EDtry

Bank o4

ROU Q45e) 48
To Ajsset &0
To Profit on Sole 8
To lease LUobiliry 60
To Additonal Lrability 4

(Being saie, leage bock and
additonal Liability recorded)

L
BUVER | LESSOR

Leon assel 4

R4sel} 0o
To Bank 104

(Being asset purdhosed)

RAccounting For Qsset
given on lease wil
depend upan he
Fact whether lease
15 operahng or
Hnancing leage.




