








































































Steps Modification

100000 100000 100000

262431 Revised DiscountRate 71

i Decrease in lease liability 267301 2624317 4869

Journal

lease liability 4869 4869431216

To RouAsset 4869

Again

150000 150000 150000

393697 4 Discountrate Ft

i Increase in lease liability 4393647 2624317 131216

Townnal

Rouasset 131216

To lead liability 131216

Revised Cannying Amount

lease liability 393147
ROU Asset 368004 147201 4869 131216 347150



















































palette

501 Amount received 23000000

FainvalueofAsset Financing

2700000 2300000

Abm Sale Leaseback for 20years 22000001 a mentals

PY of lease payments 200000 X PUFA 127,20 year
1494000

Outof PYof 21494000payable Remaining E 1194000 payable for
300000 payable for Financing leasebackof Asset

Assetretained
1194000
2700000

100 94 22221

Assetsold 55.77781 1506000
836667

CA of Asset sold 1500000 X55.77781 836667

Net Consideration 92700000 11940007 1506000

i Gain on Disposal 669333


































































BSheet

heals like 1194000 3000007 1494000 Bank 42705000 3000007 3000000

Toan
Asset Denecognised

m

8366673
15000007

Gain Plc R fit 661177 Rou asset44.222217 663337

Townnot 2700000

Bank 3000000
1194000 1506000

ROU 663333
consideration

4422211 836667To lease liability 1494000
663333

To AssetDemecog 1500000 retained
inquon 3000000

m
To gain Cole 669313

A sale and leaseback involves the transfer of an asset by an entity fallen
lessee to another entity Buyer lesson and leaseback of the same asset by
seller lessee It means transfer of asset and then leaseback of same asset

Further Both sellerlessee and Boyer lesson Should apply findAs 115 todetermine

whether to account for saleand leaseback transaction as a saleand Purchase

of aglet Aspen End As 115 An Entity account for sale on Pennchase when Do

is satisfied by transferring control of the asset











































































LESSOR ACCOUNTING

At inception lesson shall clarify all least as FINANCE LEASE on OPERATING

LEASE

Finance lease operating lease

lease that transfers substantially all risks leasethatdo not transfer substantially

and reward all risks and reward

Ascot is Denewquised of commencementDate No Denecognition of Asset
and alet Investment in the lease is recognised

TritialRecognition No Initial recognition

Net investmentin the lease Dre subsequent recognition

to CA of Asset Cm 1 Bank Receivable

hDibb recognised in Pll on Revenue Cogsp to lease Income

Subsequent Recognition Rental Income recognised on 52mBasis

1 Net Investment in the lease on Another systematic Basis

To Interest Income Pll 2 Depreciation Impairment

Gil Bank To Asset PPE

To Net Investment in the lease 4Dept a pen Inda 16on38 Impairment

asper IndAe36











































































E9 Finance Lease

la of Asset 125000

Pv oflease Payment t pit of UGRI I 140000 Dv of ugh 5000

I Net Investment in the leak 140000 5000 145000

Initial Recognition

Non Manufacturer Non Dealer Manufacturer Dealers

Net truestment in the lead 145000 Net trvestment in the lead 145000

to CA of Asset 125000 Cogs4125000 50007 120000

To Pk 20000 to CA of Asset
125000

TO Rivera9145000 50007 140000

Subsequent Recognition

Net thvestment in the lease Met thvestment in the lease

To interest thcome To interest thcome

Bank Bank

ToNet Investment in the lease ToNet Investment in the lease

Note In caseof manufacturer Dealer InitialDirectCost changed directly to Pll

E.g operating rebel lesson

CA of Asset 125000 Useful life 109ms I D C 3000

Albee rent Cityn 2000 2ndyr 4000 Jordan 2h00

Tourinal Enfory

01ham Asset 3600

TO Bank 3000

II Dc incommed











































































1547 BankHe 2000 Deporiciation 13500
Receivable 800 ToAsset 13500

To lease Income 2800 912500 10007

2ndyr thankHe 4000 Depailiation 13500

To lease Income 2800 ToAsset 13500

To Receivable Reverse 800 912500410007

To Advance lease pertain 400

Bader Bank Nfc 2400 Deporiciation 13500

Advance lease pent hoo ToAsset 13500

To leak Income 2800 412500410007

Another Example

Now suppose at andante
pirating

lease is modified and lease team is
extended to 5years classified as operating lease

hall Rent GBridym 1800 41h47 3900 Mgm 22007

I lease Income Revised 400 t
18001340072200 2600

BMdyn hthyn 5ham

Bank all 1800 Bank 3400 Bank 2200

Adv learnt 400 ToleaseIncome 2600 Advleakment 400

Receivable Bbig 400 To Receivable 900 To lease Income 2600

To leak Income 2600 To Adv leasement hoo











































































Eg Lease Rentals 5000013years

GRI by lessee 18000 GRY by third Panty 20000

Residual valve 35000 caq.netSold 114118

i VGRV 35000 20000 15000 9128000 lofty
consFain valve 140000 CA 125000
giggooo 108817

196118

2200
Initial Direct cost incurred by lesson 7000

Manufacturer Deaden Accounting Non manufacture Dealer Accounting

Sol's Nominatoetfth 1st and 3rd
Fainvalve 140000 50000 50000 50000

I DC 7000 f 20000 GRY

147000 15000 UGM

882 Implicit rate of Interest 11.29 f
Cfrial and Enron

1 Nonmanufacturer NonDealer

Net Investment in the lease 147000 Net Investment in the lease

to CAof Asset 125000 Initialvalve Interest receipt closing

To gainon Disposal Pfe 22000 147000 16596 500007 113596
4136118 1141187 113596 12825 500007 76421

76421 8627 150000 35000
Residual

2 Manufacturer Dealey Accounting value

Initial Direct cost changed to Pll
I D c Pk 7000

TO Bank 7000

there is no concept of Interest mate implicit in manufacturer oeden

Accounting and market mate of interest to be considered











































































g

0th 1st and 2nd

Tointon 50000 50000 50000

Pax 145003 4 20000

thatPilloflease Payments 134324 15000

marketmateofInterest 124

1 1094 125000 2 Net Inv in the least 145000

To Inventory 125000 To Revenue 145000

And Gon unsold Portion of 215000 of UGRI statementofPll
Revenue 145000

3 Revenue 10676
cogs 1400

TO Cogs 10676 20000

Onesingle Entry for Exam ICAI

net Investment in the lease 145000

Cogs 4125000 106767 114324

To Revenue 4145000 106767 114324

To Inventories 125000

Note
selling profit on 1053

FainHave on PY ofleaseReceivables
whichever is lower y

less CA ofAsset pivofugry
H

A 125000 10676
lowerof 145000 and 134324

114324i e 134324

i Selling profit 134324 114324 20000










































marketed

0th it and gold lothyn

91860 15000 15000 15000 15000

11484 3000091

7656 20000 GRU

100781
111000

Prof all lease Payments 91860411484 103344
I

934of Fair value











































































4th condition is satisfied Therefore it is a Finance lease

Net Investment in the lease 111000

Cogs 4100000 76567 92344

To Revenue 4111000 76567 103344

TO CAof Asset 100000

Wet Investment in the lease

Initial valve Interest 10.0781 Receipt closingvalue

1st 111000 11187 15000 107187

2nd 107187 10802 15000 102989

2nd 102989 10379 15000 98368

4th 98368 9914 15000 93281

5th 93281 Continued till lothyn

10thy 5953 15000 50000

Mean 1

Net Investment in the lease 11187

To Interest Income 11187

Bank 15000

To Net Investment in the lease 15000











































































sub lease

Original Lesson
Head tale

original lessee

Original lessee Tutenmediatelesson sub lease sublessee

Intermediate lesson should classify sublease as Finance operating using the

classification criteria but it should be with reference to Bouassetand not

Underlying Asset

E9 ABCad sealed a building to Xyzud pom 5yrs Economic life is hoyrs
492 Sub lead building to The ud pom hyears

ForABC Itd 7 lease classified as operating lease 25outof hoyears
FonXyz and 9 lease classified as Finance lease 44outof 5years

Intermediate lesson Accounting

If Sub lease classified as Finance lease If sub lease classified as operating lease

DDenecognise Rou asset it continue to Account bom Rouassetand
2 Recognise Net Investment in the lease lease liability
3 Continue to Account for lease liability 2 16Remaining ca of Rou asset exceeds

anticipated sublease Income ImpairRouAsse











































































What is a lease

At inception of Contract An Entity shall assess whether contract is
On contains a lease A lease is contract that conveys

lil Right to control the use fillof an Identified Asset
iill for a periodoftime in in Exchange for consideration

AlsoIncludesNonconsecutiveperiods

it Right to control the use

aRightto direct the use of herIdentified 57 Right to obtain Substantially all

asset thoroughout periodof use theeconomicbenefits

x x

Righttodimeet nowand forwhatpurposeassetis ie Having exclusiveuseofassetthroughout

usedfire it can change nowandForwhat purposetheperiodofuse

asset is used while evaluatingthis thebows Acustomer canobtain Economicbenefits

should be on whether customer has decision byusing holding on subleasing

making nights that will mosteffect economic Economic Benefits includes

benefits derived from useofasset y asset'sprimary products990095services

Tohaverightto direct the customer does notCiiBy Products9RenewableEnergyCredits
need the right to operate the asset Gillsub leasing

if decisionaboutHowandForwhatpurposeaeset Arightthatsolelyprotectsupplier's
isused are predeterminedeitherbyContractual interestfromEg limit onNo ofmild
obligation ondesignoftheAsset customer can drive supplier'svehicle

In suchcase customercontrols the asset if doll not preventcustomer and one

lil customer has night to operatethe asset not considered whileassessingwhether

lil customer has designed the asset customers has right to obtain
substantially all economic benefits































































A supplier's protective might do not prevent customers from having right

to direct the use of an Identified asset as it protect's supplier's interest

In obtaining substantially all economic benefits

CilOf an Identified Asset

lil IdentifiedAssetmust bephysicallydistinct Sentimeasseton Portionof Asat
Eh Building onFloors Within Building if Floom can be used independently

Acapacity an other portion of an Asset4th Fibreopticcable on oil pipeline is

not an Identified assetunless it represents substantially all ofthecapacityof the

assetand provides customer with right to obtain Substantially all EconomicBenefits

it substantive substitution RightsCareyonIdentified Meet

A customer does nothaveright to use an Identified asset if at inceptionof
contract Supplier has substantive rights to substituteassetsthroughoutperiod

Of use A supplier's right is substantive when bothconditions are met

If supplier has right to substitute only on on after either a particular
date on the Occurrence of a specified event the supplier's substitution right
is not substantive

In many cases it is clear that supplier will not benefitfrom substitution right
because of the costs associated with substituting her asset
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SEPARATION OFLEASE AND NON LEASE COMPONENTS

Sometimes there are contracts that contain right to use multiple assets

E.g a building and an Equipment Excavators and its attachments

the right to use such asset is considered separate only if bothconditions

are met

truck Excayn

Master Example

A lesser enters into a lease of Various Assets Goods and services

LEASERENTAY PA StandAlone Price Consideration

it officeBuilding II Asset 5000000 3000000

ii tailoredUac system in OfficeBuildingCIasset 1500000 2000000

Iii Thick Censer 1200000 1800000

Iv Excavator iAsset 500000 650000

U Excavator AttachmentsCIAsset 200000 120000

ve common yea Maintenance Goods services tooooo 80000

Uil Administrative tasks Neither IAsset Non 4157 50000 50000

Vill InsunanchNeither IAssetNon 4157 20000 15000

7915000

5017

separate lease components Identifiedasset

Office Building withHVACSystem 7915000 x
6500000
8500000 6052647

7915000 x
1200000Ii Truck 8500000 1117412





































































iii Excavator Excavation attachments 7915000 789 800 651824

non lease Components Goods services

7915000 x
100000

icy common Areamaintenance ggooooo
93117

7915000

Male property taxes Insurance Administrative tasks etc are neither I Asset

non goods are beanies and therefore proportionately to Lease Non lease

components promata on their respective standalone price

Such Practical Expedientdoes not allow lessee to account for MULTIPLE lease

components of a contract as a single leasecomponents

hessee that do not opt Exemption shall allocate consideration on a Relative STAND

ALONE PRICE BASIS

Inception and commencementof cease
InceptionDate is earlier of it Date of lease Agreement
Assesswhether contractis on Iiit Dateof Commitmentby panties to Principal
containson lease

teams had condition of lease

Commencement Date Date on which lesson makes underlying Asset available

Dateof Accounting
beenuld by lessee

lessee lesson Financelease
RouAsset Net Inv in theteeth
To healLiat To c A of Asset

DibbAdjusted in Pll NonDealer on
Revenuecogs Deater











































































I 1

LEASETERM

lease team is Summation of
Assessment done on

a Non cancellable period commencementDate

6 Periods covered by Extension option Lessee ReasonablyCertain to Exercise

c Periods coveredby termination optionLessee Reasonably certain notto Exercise

the lease team starts when lesson makes Underlying Asset available for use by
lessee and includes any rent free period provided hie at commencement Date

Reassessmentofleaseteam and Purchase option from lessee

After lease commencement lesseeshould reassess lease term upon occurrence of
either a significant event on a significant change in Circumstances within

lessee's control

E l Ii Constructing significant leasehold improvements

ii making significant customisation on modification to Asset

iii subleasing Asset for period beyond exercise dateofoption
in making business decisions

heale Incentives

For lessee lease Incentives that here paid on payable by lesson to lessee are

Deductible from lease payments

fit Reduce Initial measurement of RouAsset

Variable lease payments that do not depend on index on mate are not

in substance Fixed payments and not included in lease payments











































































IEg Paymentbased on performance on usage of underlying asset

Hofsales toofunitsProduced
such payments recognised in Pk on included in CA of Another asset

Initial Direct Cost

Incremental costof obtaining a lease that would not have been incurred if
lease have not been obtained

Examples oflost included in I D.c Examples oflostExcluded in I D.c

commission e Employee salaries

2 legalbees for Execution of lease 2 Advertising

3 Document Preparation Costoften execution 3 legal fees for services rendered

of a lease before execution of lease

4certainpayments toExistingtenants tomoveout 4 negotiating lease femme Conditions

Consideration Paid for Guaranteeof Residual 5 Dep Amortization

Assetby third party

Colt of Interest Rate Implicit

FairValueof Asset t I Die Pv of lease payments vary













































lessee Accounting

Initial Recognition SubsequentRecognition

lil Rou asset Rou assetmeasured at costmodel on

to lease liability Revaluation model Dep Changed everyyear

to cash on Rou Asset9DefoRou asset
toProv forDismantling LeaseLiability

Rou asset initiallymeasured at cost IntenestExp Pll cease liability
as per Ind as16 To lease liability To Bank

In caseof Remeasurement

Increase in Liability
Rou asset
TO lease liability

Decrease in viability
Leaseliability
To RouAsset

Depreciation of Rou Asset

If leasetransfer ownership by end of lease otherwise Rou asset should be Dept

team oncostofRouassetreflects that lessee a From commencementdate to End

will exercisepurchase option of useful life on

b From commencementdate to End

DeporiciationPeriod From Commencement date of lease term

to Endof useful life of underlyingasset 9whichever is Earlier

note Rou asset also subject to Impairment as per Ind as 36

y lately



Inda 17 IndAl 116

O
00

1.4.2017

Presentvalueof lease liability 200000 X PUFA 121.134ns

480366

i Rouasset 480366

lease lief 480366

Lease liability

Year Initial Valve Interest Payment Closingvalue
I 48036611.417 57644 200000 338010
2 33801011418 40561 200000 178571

3 178571 1.4.19 21429 200000

Rounsset

Year Initialvalue Dept closing value
I 48036611.417 160122 320234
2 320234114187 160122 160122

3 16012211.419 160122



e Full Retrospective Approach
1.4.2018 2018 19Cry 2019 20 Cy

OpIndAhBIS Joanna Joanna

Rouasset 320244 InterestExpenses 40561 InterestExpenses 21429
RetainedEarnings 17766 To leaseliability 40561 To leaseliability 21929

To leaseliability 338010 lease liability 200000 lease liability 200000

TOBank 200000 TOBank 200000

Dep 160122 Dep 160122

To RouAsset 160122 To RouAsset 160122

2Modified Retrospective Approach Iraheta
Alternative I

1.4.2017

Presentvalueof lease liability 200000 X PUFA 107 Byeong

497370

i Rouasset 497370
lease lief 497370

Lease liability

Year Initial Valve Interest Payment Closingvalue
I

497370 1.417 49737 347107

3

200000

2 347107 1418 34711 200000 181818

181818 1.4.19 18182 200000



Rouasset

Year Initialvalue Dept closing value
I

497370 1.417 165790 331580
2 331580 14.18 165790 165790

3 165790 1.4.19 165790

1.4.2019 2019 20 Coy

Journal

RouAsset 165790 InterestExpenses 18182
RetainedEarnings 16028 To leaseliability 18182

To leaseliability 181818 lease liability 200000

TOBank 200000

Dept 165790

To RouAsset 165790

Alternative 2

1192011 0th Stan

200000

181818 C 107newircontrate

14 ll Rou asset 181818

TO tease tiff 181818

313 2020

InterestExp 18182

To lead liability 18182



lease lief 200000

TO Bank 200000

Depot 181818

To Rou asset 181818


