








































































suppose aced has taken machinery on lease from Bad fam 5years
leasemental's Ph 250000 Discount Mate 101 Carryingamount 200000

Lessee Aud lesson Bud

Roo asset should classify lease as either

7 Lease liability Finance lease on operating lease

If Short term lease Exemption on lease if classified as Financecease seu

oflowvalue exemption not taken then net Inv in the lease 189539

RouAsset Dr 189539 PIL 10461

To lease liability 189539 To Machinery 200000

BSheet IndAs16PPE

hearseliability 189539 RouAslef 189539 16 Classified as operating lease Rent

Antexpenselistn 18954 less Depteveryyear continue to recognise machinery at CA

GPayment 500007 oxen leaseteam on useful No Initial recognition

leaseliability1st 158493 life whichever is lowen

LESSEE ACCOUNTING

Tagati etd enters into 5years property lease Ammangements with 1cal ltd
lease Payrolls every year 50000 Pa

Implicit mate of interest lot Suggest accounting treatment

IND AS 116 - LEASES
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11 2nd and it sh
50000 50000 50000 50000 50000

Pix 189540
109

he

ICAC
189500

Rou asset 189540

To lead liability 189540

Lease liabilities Roundedoff by Kal

Year InitialValve InterestExp Payment Closing

I 189500 18950 50000 158450

2 158450 15845 1500001 124295

3 124295 12429 500001 86724

g 86724 8672 500001 45396

5 45396 4604 500001
Rotundoff

ROUASSET

Year InitialValue Dep Closingvalue

I 189500 37900 151600

I 151600 37900 113700

3 113700 37900 75800

4 75800 37900 37900

5 37900 37900











































































BSheet

Lease Liability 189500 Rou asset 189500

InterestExpenses Me 18950 a Deptistan Pla 379001

4 Payments cash 500007 151600

158450 adept andya Pll 37900

InterestExpenses My 15845 113700

a Payments cash 500007 to becontinued

124295

to becontinued

0thyou

Roo asset 989500

To lease liability 189500

StymAnd

D Interest Expense 18950 Combined Entry Icai

To leaseliability 18950 Interest Expenses 18950

H lethe liability 50000 leaseliability 31050

To Bank 50000 To Bank 50000

3 Depaiciation 37900

to RouAsset 37900

Continue same 3 Entries in yeen 2 yeah3 yeahh Gean5

Cave

RooAsset ToRouasset IntenestExp
To lease

And leaselief
To leaseliability ToBank











































































Determining lease term

Ag Non Cancellable Period 5years Extension option Byears

At commencementdate lessee is reasonably certain to exercise extension option
i leaseteam 5 3 8years

If At commencement date lessee is reasonably certain not to exercise extension

option then least term will be 5years

Eg Non cancellable Period 5years
Termination option to cancel lease after B years

If At commencement date lessee is reasonably certain to exercise termination

option then lease team 3years otherwise lease term 5years

Leaseteam Reassessment of lease team
Ef Non Cancellable period 5years lease payment 50000Pa

Discountnote lot Renewal Period ofanother 3years at lessee's option
0th 1st 2nd grid 4th 5h qtr you gin

Atcommencementdate 50000 50000 50000 50000 50000 50000 50000 50000

lesseereasonablycertain

notto exerciseextensionoption lot
Presentvalue 189540

Rio asset 189540

To lead liability 189540











































































At andynand steps

CAof lease liability 189540 18954 50000 15849 50000
É

ca of Rouasset 189540 37908 37908 113724

Suppose of 2ndyr End lessee incurred significant cost on leasehold improvement

which now indicates that lessee is reasonably certain to exercise renewal

option

I Total lease team 5 3 years 8years
Remaining lease team of 2ndynand 6years

2ndgmand

gi
Md 4th 5h 6th Im gon

50000 50000 50000 50000 50000 50000

Pax 217763
Revised Discountrate some 107

i Increase in liability 217763 124343 93420

x

RooAsset 93420

To leaselief 93420

Revised CA of lease liability 217763 4129343 934207

m a Rou Asset 207144 1113724 7934207

BSheet

lease liability 217763 Roo Asset 207144

InterestExpense Pll 21776 14Dept every year oxen 6years
e Payment cash 50000











































































Reassessment of Purchase option

Noncancellable period 5years lease rentals 50000 P.a
Discountmate lot Purchase option of fthynend for E 90000

At commencement date lessee reasonably certain not to exercise purchase option

0th 1st 2nd Bnd 4th the

50000 50000 50000 50000 50000

Pill 189540 90000
Idf

Rou asset 189540

To lead liability 189540

At andynand

CAof lease liability 189540 18954 50000 415849 50000 124343

ca of Rouasset 189540 37908 37908 113724

At andyn and lessee reasonably certain to exercise purchase option

andgrad
q

B'd 4th gm

50000 50000 50000

90000Pv 191961

Revised Discountrate some a lot

i Increase in liability 191961 124343 67618

Journal
Rou Asset 67618

To lead liability 67618

BSheet

lease liability 191961 Roo Asset 11372h 67618 181742

IntenestExpense Pla 14Dept every year oxen 6years
Payment cash











































































In substance Fixed lease payments

E9 Truck taken on lease for 5years
Consideration 2 10perch on 75000Pia whichever is higher

It is expected that more than 10000km will be driven every year
0th 1st and 2nd him she

75000 75000 75000 75000 75000

1.11 284309 lot

BSheet

least liability 284309 Rou Asset 284309

T Antenest Exp Iestyn 28431

14 Payments estyn 75000

237739

suppose at Istyn End Actual Ken driven is 12000km and Payment
I 120000 412000 10 km

Joanna estyn

1 Interest Expenses 28431

To lease liability 28931

2 Lease liability 75000 hall lid 75000

leaseExpense Plo 45000 ToBanh 75000

To thank 120000 LeaseExpert 95000

3 Dept 56862 Today 9500

To Rou Asset 56862











































































Eg Termination Penalties

leaseRentals 50000 P.a lease term 5years
lessee can terminate term after 3years paying penalty of E 10000

At commencement date lessee reasonably certain to terminate after3years

0th 1st 2nd 3rd 4th 5m

50000 56000 50000 X X

PH 131855 10000

Rou asset 131855
To lease liability 131855

Cruxof cease Payments

It includes At 2ndyr leaseIncentive receipt

Fixed lease payments lemon lesson 210000

t In Substance Fixed lease Payments oh 1st and 2nd

f 1 Incentive 50000 50000 50000

I Exercise price of Purchase option 1100007

G Termination Penalties 40000

t Guaranteed Residual Valve

Variable lease payments that depends on Index on mate

How to calculate Rouassets

lease liabilities i e Presentvalue ofall leasepayments
Any CashAmount Paid

4 Initial Direct cost

Directly Attributable cost











































































fl Any Incentive Ignore it already adjusted in lease payments
4 Paesent value of Dismantling

fig Machinery taken on lease ban 5years
leasemental's P h 50000p.a cash paid at ohyay 30000

Incentive to be received at 2ndyr End 15000

Initial Direct cost incurred by lessee 4000

Dismantling cost to be incurred atshy and 25000

DiscountMotl I 101 50000 35000 50000 50000500

I
501 BSheet

Rou Asset 189539

leaselief 50000XPYIFAC.IM54ns 189539 4 Incentive 12397

f Incentive 415000xpu1F 10112dm 123977 41CashPaid 30000

177142 II DC 4000

4 PNof Dismantling 15523

Provision born Dismantling 15523 226665

4250091.10157

Cash430000 40007 34000

when to use original Discountmate and Revised Discount rates

Revised Discountmate control Original Discount mate Inocontrol

1 Reassessment of lease term 1 Index onmate Eg CPI cibonetc

2 Reassessment of Purchase option 2 Residual Value Guarantee

3 Modification 3 Variability resolved and Insubstance

Fixed Payments determined




























































gratingPractice

Yean Beginning leaseRentals PillFaeton Presentvalue

1st 0th 500000 I 500000

2nd 1st 3150004515000 2000007 917
2nd 2nd 5304504515000 347 841

4th 3rd 5463639570450 317 771
Sm 4th 562754 707

6th 5M 579637 649

FM 6th 597026 595

8th GM 614937 546

9m SM 633385 500

10m 19th 652386 459

11th 40th 3000000 421

i Present value d all leasementds 50,001000 Roundoff

ceaseliability

InitialValue Payments menest g.qy closingvalue

1st 5000000 5000007 406800 4906800

2nd 4906800 315000 415099 5006899

3rd 5006899 5304507 404671 4881120

4th to be continued till lothynand



















































Rod Asset

Year Initialvalue Dep
m

closingvalue

I 5000000 1250001 4875000

I 4875000 1250007 4750000

3 4750000 1250007 4625000

to be continued till 40years

Touring Entries

01h47 Rov Asset 5000000 stun leaseliability 500000

To leal liability 5000000 ToBank 500000

Interest Exp 406800

To leaseliability 406800

Depreciation 125000

TO ROUAsset 125000

patinepredice

4 ASSUME BEGINNING











































































Non cancellable period 5th Renewal period
81h4m

l l 02 f f07 1.170

At Commencement Date No significant economic incentive to exercise renewal

Therefore lease team 5 years Assumeleasepayments at Beginning

athyn in 1st 2nd and 4th 5h

100000 100000 100000 100000 100000 900000

354595

PX 454595
Discountmate 51

Rou Asset 454595

To real liability 454595

lease liability

Initialvalue Payments interest closing Balance

454595111.017 1000001 17730 372325

37232511 1.02 1000007 13616 285491

285491 1.1.03 1000007 9297 195238

195238 1.1.04

RodAsset

Initial value Depticiation ClosingBalance

454595 90919 363676

363676 90919 272757

272757 90919 181838

181838111047

Remeasurement Date t t on

CPI Before 120 CPI today 125

i Increase in CPI 5 increase in Cp t 720 100 4.1671











































































I

2ndynand I 4thynand 5minEnd ComynEnd 7 ynEnd SteynEnd

100000 100000 110000 110000 110000 X

X41671 X41671 X41671 X41671 X41671

104167 104167 114583 113583 119583

387216 Revised Discounthate 61
491383

Increase in lease liability 491383 195238 296145

Rou Asset 296145

to cease liability 296145

How to calculate Discountmates

lesson Interest mate implicit in the lease is calculated and

used as Discountmates Noconceptof Incremental Borrowingmate

lessee Interest mate implicit in the lease is calculated from

the point of view of lesson and used as Discountmates

If Impracticable then Incremental Bonnowing mate is used

Eg

Tagatiold lesson enters into contact with Yash lessee to lease assets

Changing AmountofAssets a 100000 In thebooks of lesson
FainValueof Assets 120000

lease Payments I 50000Pa ten B years
Residual value expected at the end of Indy 35000











































































Residual valve guaranteed by lessee yah 25000

i Unguaranteed Residual value 435000 250007 10000

Initial Direct cost incurred by lesson toenter into lease 4000Comyn

Initial Directcost incanned by lessee toenter into lease 2000 X

calculate Interest mate implicit in the lease

5017

Interest mate implicit in the lease is calculated from the Point

of view of lesson only

Oh 111 2nd 2nd

FainHave 120000 50000 50000 50000

HI IDC 4000 25000 GRY
124000 10000 UGRY

i Interestmate implicit 20744
trialandEnron

At 201 125578

if
1578

12h00 2,2
9921254 Rate pay n

n It Rafe 1,251 T

At 214 123453 a 15781 Rate 12125 1578

744 P

1 InterestnoteImplicit 20 t 74 20.747











































































Leases denominated in Foreign currency

Tagati ltd Lessee Fc 27 entered into lease arrangements with
Elonmusk F c lease team 3years leasemental 10000 Pa

Discount mate India 157 DiscountmateCusenvironment 127
0th 1st 2nd Bnd

10000 10000 10000

Pit 24018 4 121
Suppose spot 214 50

i 2Valve 24018 50 1200900

Rou asset 1200900

To lease liability 1200900

estynAnd Interest Installments

Average note 1214 52 Closing rate Elk 53

BSheet

Rou Asset 1200900

Lease liability 24018 50 1200900 HDep 12 Pll 4003001

Ant 121on 290184 2882 52 149870 CA at 1styrand 800600

Paymentof 10000 10000 53 5300001

16900 820770

ExchLoss Pll Bbig 74930

Closing liability
169004 57 895700











































































Remeasurement

A change in reasonably centainity
Extension option Purchase option termination option Revised Discountmate

2 Change in Index on mate Cpl MBor Original Discountnotes

3 Change in Expected amount payable in Residual Value Guarantee same

4 Variability is resolved and becomes to substance Fixed Payments

LEASE MODIFICATION

change in scope of the lease on consideration of the lease 4change in T e

Increase in Scope Decrease inscope Disposal

it Adding Rou Asset9100059bratspace i terminating Rou asset flooosq ft space
increased to 1500sq ft7 reduced to 700sq ft

Ii Extending contractual lease term til shortening contractual lease team

N te

Increase inscope on change inConsideration Decrease in scope 4Disposal7

1ststep lot c a of Rouasset lease 1ststep lot cA of Rouasset lease

liability at the dateofmodification viability at the dateofmodification
andstep Remeasure heese liability ring andstept.CAofRouasset cease liar ismedal
revisedleaserentalsand revised discount proportionately and differencerecognised inPK

3rdstep Remeasure heese liability usingrevised

andstep Any increase decrease in lease leaserentalsand revised discountnotes

liability is adjusted with Rou asset himstep Any increase decrease in lease

liability is adjusted with Rou asset




























































0th 11 2nd Bnd lothynand

100000 100000 100000 100000

Px 736008 h Discountnote 61

Rou Asset 736008

To leaseliability 736008

Lease liability

year Initial Valve Interest Payment Closingvalue
I 736008 44160 11000001 680168

2 680168 40810 1000001 620978

3 620978 37259 11000001 558237

4 558237 33494 1000001 491731

5 491731 29504 1000001 421235

6 421235 25274 1000001 346509

7 346509

RouAsset

Initial fave Dept Guns ClosingValue 7thy Begg

736008 4416047 294404




























































Modification at Athyn Beginning

6thynAnd
i 7th 8th 9th 10th 11th 12th 13th 14th

100000 100000 100000 100000 100000 100000 100000 100000

597130 4
Revised Discountmate 7

Increase in lease liability 4597130 3465097 250621

Rou asset 250621
To leaseliability 250621

BSheet

leaseliability 346509 2506217 597130 ROUAsset

9299904 250621
545025

InterestExp 71 41799

A Payment 1000007 Depteveryyear 545025
89ns

lease liability at IstynEnd 53894

Continued tin 8979

Decrease inscope

0th 11 2nd Bnd lothynand

50000 50000 50000 50000

PX 368004 h Discountnote 61

Rou Asset 368004

To leaseliability 368004











































































Lease liability

year Initial Valve Interest Payment Closingvalue
I 368004 22080 1500007 340084

2 340084 20405 500001 310489

3 310489 18629 1500007 279118

4 279118 16747 500007 245865

5 245865 14752 500001 210617

6 210617
4501
105308

RouAsset

Initial fave Dept tyeans Closingvalue4thy Begg
368004 184002 184002

x501 92001

Step cast ca of Rouasset and lease liability of modification date

Steph Cat selling profiton loss hit Decrease in scope
CA of lease liability reduced 105308

CAof Rouasset reduced 92001

Gain Pfe 13307

Journal lease liability Dr 105308

To RouAsset 92001 CAoffeallid 105707

To Gainon sale
13367 CANRouault 92001

Steps Cal Revised ca of lease liability dueto modification using revised

discount mates













































fthynand 6th 7th fkn 9th pom

i 30000 30000 30000 30000 30000

129884 4 57

i Increase in lease liability 4129884 1053087 24576

Rou asset 24576
To lease liability 24576

Mahabharat 3 htinespreet

0th 11 2nd Bnd lothynand

100000 100000 100000 100000

PY 736008 h Discountnote 61

Rou Asset 736008

To leaseliability 736008 71cal taken 735900 using
3 decimals











































































Lease liability

year Initial Valve Interest Payment Closingvalue
I 736008 44160 11000001 680168

2 680168 40810 1000001 620978

3 620978 37259 11000001 558237

4 558237 33494 1000001 491731

5 491731 29504 1000001 421235

6 421235

RouAsset

Initial fave Dept sneers ClosingValue 61hmBegg

736008 13680047 368004

thot
147207

Steph cat of selling profit on toes

5h97 6th 7th ft 9th pom

100000 100000 100000 100000 100000

Pit 267301 of

I Decreasein lease liability 4421235 2673017 153934
ROU Asset 4368004 2157 147201

i Selling Profit 6733

Joanna

lease liability Dr 153934 caofleeselia 267301

To RouAsset 147201 CanRouMeet 220803

To Gainon Sale 6733


