
sale & Leaseback : finance lease 133

O O

& f
C A

Sale : - CA : 300000 Sp= 1000000
-

Y1 :Dep = 30000 -Defer & recognise over the lease

Y : Dep = 30
%

000
&

w 1

term in proportion to deple
leaseback : PV of

(new (A)

Y, Dep = 100,000 1970000 Dr.) P= 70000 Cr. -> effect nullify-

Y2 Depn= 100000 (170000 1 P= 70000 Cr .Dr. ) ↑
-> effect nullify

Y3 : Depu = 1000000 (170000 Dr.) P: 70000 16- - effect nullity& ↑

Sale & Leaseback : Operating lease

O Sale= 101 O

& M

7 k
C A

Leaseback

Operating lease

CA= 300000 SP= 1000000
--

P= 700,000

-S! Asset- AmrudI Deput II

THUMB RULE

1. compare Carrying Amount with Fair Value .

100 E 150 - nothing to be done
200 7 155

-

Recognise loss and calculate RCA.

2 . Compare Revised Carrying with selling Price.

RCA = 150 FX= 15] Sp = 250



133

calculate profit/loss on sale.

Recognise profit /loss immediately except when SPTFY Or SP(FY.

In such a case defer the profit/loss over lease term-

CASE I : - CASE III : CASE #I :

1. Compare Ca with FV

CA = 50 FV = 58

CA = 50 FX = 50 CH = 50 FV = 55 NO loss

R(A = 50

No loss recognised- No loss RCA = SO Sp = 45

RCA = 58 RCA= So 1= 5
(FV=50)

~eithert
2/

2. Compare RLA with Sp Imm. recog Defer & amort

RCA = Sj Sp =S3 to POL . ↓i

RCA : 50 SP = So P= 5
(FV: 50] If going ahead the

di lease rents are charged at a
lower rate than the market

No P/L Defer &amortise over lease term.
rate-

CASE It : CASEI : CASE 11 : -

1. Compare CA with FV . CA = 55 FV = 58

CA = 55- FI= So
L= 5 (PCLDr]

CA = 55 Fl = 50 loss = 5 (P& LDU .) RCA= 58

Loss = 5 (PCCDU) RCA = 50 RCA = ST SP= 45

RLA =-58 1= 5 (FV=50)

RCA= 58 Sp =55 ~eithert2/
2.Compare RLA with Sp . P= 5 (FV= 50) Imm. recog Defer & amort

↓ to POL . ↓i

RCA= 50 SP = 5] Defer & amortise over lease term.
If going ahead the

lease rents are charged at aNO P/L lower rate than the market
rate-

CASE EX :-

CASE III : - CASE#:

CA = 45 FX=58

1 Compare CA with FV . CA = 25 Fl=5 1= 0

RCA = 25

CA = 45 Fl = 50 NO Loss RCA = 45 Sp= 45

No loss RCA = 45 1=j

RCA= 45. -So-
-RCA =45 Sp =55

2. Compare RCA with Sp P= 10 (F: 50)

RCA= 45 SP= 50 -Y
P= 5 (fV= 50) P= 5 P= 5

↓ II, ↓
C

Immediately recogn . (PCL (v
.)

Imm. recog Defer
POLIr. amortise



F1) go SP=55

int14 Dr ,
1 (r.

14 Dr
, 16.

↑ Dr.

14 Dr.



Question 10 : Indicator of finance lease 133

111I
PV of MLP almost = fair value at the inception

652198 almost = 700000
- -

calculation of PV Of MLP

At inception ; fair Value = Net Investment in lease

Net Investment in lease - PV of MLP + PV OF UGRY

700008 = 2 + (70000 x0 . 683)
700000 2 R ↓ 47818

F

652198 = x

since the PV Of MLP is almost equal to the fair value at the
inception of lease

,
the lease constitutes finance lease

Calculation of Unearned finance Income
= Gross Investment in lease - Net Investment in lease
- 893212 - 100000

- -

- 193212
11

Calculation of Gross Investment in lease

=> lease Rent -> 823212
-
1

Guaranteed Residual Value - o - because instalments

unguaranteedResidual vause -> 70000 are equal
293212

DR= 10% -1

D A N" Y, Y2 Y3 "y
I I A I

-
3.169 4

652190 [
· -

&

x = 65219041
30169

x = 223212
S



Question 15 : - 132

L LR = 500000 X 3.3522 I 1676100
-

RV 200000 X 0 . 4972

all: nik=
I,

&

Lesson↳sor- UF1 = 924460
---

HoS Lessor

-

S2x (Y,F + y2r + Yz0)
↳
-

Lessee books -> PVOP ML 3 lower -> Amount : Recog.
133

-
- -

↑

1 PVMLP -> lease Rent - 500000 X 3.3522 = 1676100
- -

I

2) FX =

GRV -> 100000 X 0- 4972 =

u
lost of asset in Lessee books + 1725

,

820.

Lessee Books -> Asset record

Depreciation S-morrows ass
Lease Rental
Interest

↳ calculation table-

In the books of lessee

Journal Entry : Cash Price Method
Year 1

BeginningAssessor
Du 1725820

- &

1725820
-

End Depreciation Dr. 25To. Asset 582



Interest Do 258813 133

To
,
Lessor 258873

&
&

lessor Dr. 500000

To
,

Bank 500000
-

PCI Du . 431455
To Interest 258813

S

To
,
Depreciation 172

:

582
&

opening ols Interest = Total ols-Installment : closing o

1984693- = 14846931725820~ t 258813 & 500000
- - ↑

1484693 t 222704 I 1781397 - 500000 = 1207397
- 1 -

1207397 t 181118 I 1386507 - 500000 = 886507
1 -- - -

888507 t 133276 I 1021783 - 500000 = 521783
- S

& -- - -

521783 & 78217 - 600, 000 - 600000 I O
F

&

(balo)
-

↑ -

274180
--

Journal Entries by Interest Suspense Method

Yo Asset Dr. 1725820
&

= To
,
lesson 1725820

#
M

Interest Suspense presentation
Yo Interest Suspense Dr. . 874180 B1S - Y

-

=
To

,
Lessor 274180

-

Lessor 1725820

YI Interest DU . 258813 zi4i88
- -

-

To. Interest Suspense 252873 - Intsus · (615307)
-- -

1984
.

693

Y Lessor DU. 500000
.

To
,
Bank 500000

-

--

I Depreciation Du . 172582

To
,
Asset 172582

# PCL Do. 431455
S -

To
.

Interest 258813
-

To
. Depreciation 172522

& Y


