
 

CA. JAI CHAWLA (FCA, M.COM, DISA, IFRS) (7887 7887 05)                                       Page | 5  
 

 

 

-

Step1:-Fair value Of Asset = 2500
.
000

#epa :- Pr Of MLP (MCP = DP+ Annual Rent +

Gav)

zi. AmHer
0 Do

I 500000 ALP 0 . 893 446500

2 11 1 I 0 .797 398500

3 II 11 0 .71↳
356000

Y If 11 0 .63 318000

5 1/ 19 0 .567 283500

5 500 , 000 GRV 0 .

57280

clusioniLen shallround thee a

9 Step 1 (FV) = 25,00.000

(2) b) Step2 (PV) = 23 ,
25

,
300
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JournalEntryatCommencemeof Lease :-

Leased Asset ak Dr. 2329300

To Bank all 300,000

To Lease List ap 20300ng of

ep3:- Calculation of Inferent (Finance charge)
Learg.E M pols

1 2029300 2435T0 (500,000) 1772816

21772816 212738(500000 1485554

31485554 178266 (500000) 1163820

41163848 139658 1500000) 803478

5803478 96522 1900000) O

(BIF)
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1 Pr of ALP & 12% For 5000 000 Pa =D
2) Prof GRv 2 12% For200000 I j

3) Die G

-

-

50000

⑫
13%865

-00000

ZumaI so

3 Goom ⑭ 100s90

y 70,o
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500000 - 1 . 13 = M+

400000 = = Ma

600000
I == M+

70,000 = = = M +

toos89

d
Asper As19 (Leas) ,

Under #L Lase shall recorded
The Asset & Lease Liability at lower of :-

a) Fair value at Inception
o

Prof Mininaum Lease Payments

Note : - MLP = DP + ALp + GRV

5tept !- Fair Value = 20 ,
00 ,
000

Stepsi- PV Of MLP at 15%

Heart
2 10 .7561
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3 10 . 6575

Y 750000 0 . 5718

-

18,55
,

850

-

&onclusion :- Hence Leave Liability shall be
recognised at 1855850/

tepachas a
I 185585

2 1509228236,384(625000) 11
,
10

,
612

3 11
,
10

, 612166592(635000) 652204

46,
52 ,
204 97796(750000 8
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Beginningof 4th year
:
-

&- Ownership is tureferred to Lesser

(GRV has to be paid)

&ear FakDr 97
LLak Dr. . 75000
To Bank 750,000

(No otherearly is required except bep)

Case2 :- Ownership is not Tureferred to
Lessee

(GRV is not required to be paid)
Asset Ak

Be963903j)D90463902- -

assoming life
u yes
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uth

↳anthat byButend

(Aup) I By FC 97796

To pal 125000

(BIF)
Neversal of

diating -

Da3 Life : syns -

utend For Depreciat

F
Asset (D) 371170

LL((V) 125000

LLak Dr . 125
,

000

#D24. Oe371770
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&Ex :-2 (when #v become lower)
-Frot Asset=0 ,00.000 =10

ALp = 500,000- ↓
<T = Gyrs.-

No use

Step1 = Fv = 20 ,
00

.
000
-

Steps => Pr = 21
,
77

,
630-

Conclusion = Henceet*value=,000

-

#ep3:-F

He200000 (Tra IForr

2 17 170000 (5) 13ForsoX31370000 137000(5) 10
,
07,000

Y 10 ,07
,
00 100700 (5) 607700

5607700 60770 (5) 168470

6 168470⑬530(s) O

This isWrongdulation
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Recalle The New Dis .
Rate
-

↓
Trial & ERROR

method

O12 % = 2055700
>G14% = 1944333

121.in200
⑬
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Books of Lessor Under #12

-
Ter

Asset Lease Receivable Finance

Deemed to be recognised
Incone

Seller
Will

be DeRecognised ↓
Kersa) & Dis . Rate

↓
& IRI

pTerms For Lessor :-

* ERv => Est .
Residual Value (200000

4) GRV = Guaranteed Rv (2180000)

3) UGRV E Unguaranteed RV (20000)
to

ERV-GRV

4) G12 Gross Investment in Lease
↳ <12 = MLp + UGRv

=) DP+ ALP + GRV + UGRV
- to
↓

Yewald
itna of Parka

Bhi mil
milega Sakta

an per agreement Hai
an per

expectation
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5 Net Investment in Lear

↳

*N Sam
PrDisRinitial Fair value↳
Agan 3 Cert str Asseta
sale Karde Cash Itel

milna Chanie -> NIL = FV = PROFGIL

#entryby Lessor :- (F/L-Non Dealer Lesson

1) LeaseReceivable al Dr.-> NIL

To Asset al-Book value

(different in P2)

2) Bank al Dr.

To Lease Receivable ak

yearend= 3) L- Receivable Dr.
To Finance Income al

(Pau)
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Received 9) Banke of Dr.

To Lease Receivable

"No Dep - shall be charged by Lessor"

#y(pgno.books of Lesse
* MLP = 100,000 + (250000X5) + 80000 = 14300,00

2) GI) = MLP + UGRV => 1430000 + 70,000

3) UGRV = ERV-GRV => 150000 - 80000

= 70,000

4)of GIL ie Nis :-

9) DP =

-

00000250000
↓ Prof ALp & 9% For Jyrs = 972413

80000

4) Pr of GRv@ 9 % 1 . For 5thr .

= 51995

70000wasa
os

L
. Ral Dr.
To Asset
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6)receipt of DDi- 1000
To Lease Receivable

↳)elculation of Finance Encore :-

HearBalzest
after

deducting
DP

I loggos 25000 gisigy

2916194 82457 (255000) 748651

3 74865, 67379(250000 566030

4566030 50943 (250000) 366973

536697333027 #00 8

- ↓
250000
+ 150,000- assuming

it is

recovered-
Assume that Lesser could reaver only 100000

other that 5thr. Lease Rent of 2500000
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tar973O

↳ 1250000/B +
Por Dr .

Side

8) Calculate Unearned Finance Income

atCommence of Lease
!
-

G1L - NIL

1500000 - 1169903 = 330097

3 5

+-14I
⑬97 ↓

unearned
unearned 233806
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2202 - 412 = 43lam
=

2) Prov Gil = 28
,
30

,
920

Unearned = 1469 ,

080

FI

a us
2 368333

3 303583

4229121

je 143403 (BlIE)

zoy
&

Books of Cessee

Step 11- Fair value of Asset = 50
.
00 , 000

Step 2 !- Present value of MLP & 15%

MLP = (600000X4) + 300000 = 67
,
00

,
000

a) pr of 1600 ,000 for y years &15% = G2768
, 000

1600000 X2 . 855

of pr of 300,000 at 4thyr.& 15% = 171540

300 , 000 X 0 .5718

39.24
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Conclusion
,
the value of Lease Liability is

lower of in a) Fr i.e 50,
00

,
000

&

6) Prof Mp in 4739540

LiLiab= 47
,
39

.540

unearned Fantomother41 -m

9) (1) = MLP + USRV => 6700 , 000 + 150,000

=> 68
,

50
,
000

2) UGRU = ERV-GRV = 1500000

= POF412 (ive NL) & 15% -

(i) Pr of 1600 ,000 Pa Fo 4 years = 4568000
1600000 y 2 . 855

(ii) Pr of 300000 at 4thyr. = 171540

(iii) prof 1500 000 at 9th yo. = 85770
150000 X 0 . 578

NIL825310
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4) Unearned F1 = 6850
,
000 - 48 .

25
.
310

= 20
,
24

, 6901-

Ex :- Investment =Ocurrent- 50000
7

↑

EOutflow
Delivery
-

I 15000 0
-

2

3 InFlow

5

:3Y 1 -

o
-

misRossaAssume14 % is Rob -> 514962

⑭
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⑮256 % Roz

Investment = 1250000
& ↑

now Nate?300000

40000 #1388771
50000

600000

The Rate at which Sum of Pr of Future

is
my⑳
j 15%

Infow is equal toCurrent Investment

15% -> 1235137
↓

14 .5% -> 1249280
0 .
025

.
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145-0 .025 = 14 .475 %f

⑮
⑮

14 . 475

-

of Fr + Id =⑳⑳000 to = Golan

2) GIL =Y MLP + UGRV = 25
,
50

,
000 lan

.

IR1= It is a rate at which Prof S12 should be

equal to FutIDC
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Her
I 450000

11

Xu samsg

7
7% + 1 . 015% = 8 . 015%

IRI

(Discounting Rate)

GlL

⑭GILedis.

-
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-
IRI =W GRv/vaRv=

Fr-000 Annual
=x

Lease Reut

ame
legual)

I x X0 . 909

3⑭
-

⑭ 3 . 169x = 1200000

x=200069
= 378668-
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IRI= Profil ALp =?

G
legual)

FV= 2500000
GRV= 400,000

IDC = 200 ,000 UGR= 200000

⑳m= Syra .

I ↳

3 se

2
x 3Sumofpr@ 12% = 27

Y x lacs .

5x

5 400 , 000 + 200,000

3 .6052 + (600000 X0 .567 = 2700000(
3 . 605x = 2700,000- 340200

x = 657591
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G
↳

Puftr
I

I x 0 . 893
2 x 0 .797

x 0 .723

Y x 0 . 636

4 125000 0 . 636

100000 + 23.037xx) + 79500 = 1500000

x = 434804

Given Information !
-

&TeaseTerm = Byrs .

I Fu = Cost = 1700
,

000

3) UGRV = 133500

4) IRI = 10 %

5) Annual d
. Reut = a



 

CA. JAI CHAWLA (FCA, M.COM, DISA, IFRS) (7887 7887 05)                                       Page | 28  
 

 

 

culationof Annual Lease Reut :

-

Her0.909
2 0 . 826

3 x 0 .751

3 133500 0 . 751
-

2 . 486x + 100259
-

At 10%, 24862 + 100259 should be equal to
1700000
-

Hence = 2 = 643500 = Annual 1 . Rent

↳elculationof unearnedFna
[643500x3)+ 133500] - 1700000 = 364000
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xamquestion(majay

Aspen As 19 leave ,
a lease will be treated a

Finance Lease when Pr of MLP substantiallyCovers the Initial Fair value of Asset.

For this purpose ,

Annual Lease payment is not

given . Assuming it is Rs
. Se per annum.

#though
,
IRR of 12% is given .

It is a rate

at which Sum of PV Of MLP + UGRV

should be equal to Fairvalue + IDC

Considering above IRR of 12%, Annual Lear

Rent can be calculated as under :-

Prof MyP + USRV = Fair Value

Pr of Annual Lear Payment (iex) = 2 . 40182

& 12%

(t) Pr Of VaRv (200000 X 0 .

718)
O

O
2. 4018x + 142360 = 1800000

x = 6
,90,
1661-

Annual Lease payment = 690166-
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To cheek is it a /L or not
,

the prof
Annual Lease payment should be equal
to or loven atleast 90% of Fair value

Pr of 690166 For Jyr :

= 16 , 57,
641

& 12: 1.

(690160 x 2 . 4018)

Fair Value = 1800000

↑ of LP Covers more than 90% Of the Fir
Value Hence it is a #12.

sin.earned
O

+ 2070498 - 1800000 = 470458/-
- 0

2000
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ExampleFor FIL :- Broffset(Lessu)= Zolan .

LeaseTerm = 5yrs ,

Dr=0
,

0

Annual Lease Rent = 500,000

GRv = 300 ,000 ,
ERv = 450000

IRI = 10% IDC by Lessee = 50000

IDC by lessar = 60
0000Fair value = 2500 , 000

Required :-1) Show A For Lessee

also calculate Fe

2) Show A For Lessor

② Calculate FI

sol) :-
Bookeof Lessee

Step 11- Fair Value = 2500 , 000

Step 2 : - Sum of Pr of MLP &10%

a) Pr Of Annual 1 . Payment For Jyrs . = 1895500

500000 X3 .791

b) Pr of GRv at 5thyr. = 186300
300000 X 0 . 621

GDP 500
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Conclusion :-Lessee shall heard Asset on Learn

at lower ofFr & PV of MLP

ie 2331
,8001-

IDC incurred by Lessee shall be Capitalised
to Asset.

TournaleuryatBe Dr . (381800

To Banka 300 ,000

To Lease Liab . Up 2081800

Financecost every year

FCC10 % MLP Clos . Bal .yearpal--
-

1 2081800 208180 600000) 1789,
980

2 1789980 178998 (500000) 1468978

31468978146898(500000) 11
,
15

,
876

4 11
,
15

.
876 1

,
11

,

588 1500000 727,
464

5727
,
464 800000 8#2,536 &

-8200
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konnens
DP = 250000

ALP = 2500000

GRV = 3000,00
USR = 1

,50 ,
000

-

32
,
00

,
000

-

Pre10%↓
-

ALP 100 00

3
-

D
264,808

InalentryatBegiv. DP-IDC

Lease Receivable Dr .

2174808]2364808
To Asset ap 20

,
00 , 000

To Gain (Pal) al 364 ,

808
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Calculationof FI :-

YearBal200. Mo
1 Caysoo C1zys (500000) 1892389

2 1892289 189229(500000) 15815T8
31581598 158152 (500000) 1239670

Y 1239670123967(5000000 863637

58636378633950
O



 

CA. JAI CHAWLA (FCA, M.COM, DISA, IFRS) (7887 7887 05)                                       Page | 35  
 

 

 

D Inventory

2) BankROI
To Bank

·3) Saleto Trading4) C Inve
5 Tradi

coas %6
4) Inventory Yunit
To Trading

umsales
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-

G-
-

- -

--

- -

#epplculationof NIL :-

&ear
2

11

3
11

& 15000 0
-

-, 80,466

Lease Receivable Dr. 1480466

Cous Dr . 1342434 (BF)
To sale alc 1443900~

Fr 1500000
To Inventory 1380000

Pr 1442900
OFMLP
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Life loys.

iesclation

1500000

2550000

30
-

3
Sim = 551667

1st 2 . Reut 55T667 (P2)
To Bank 50000 0

ToLea equilization 51667

and L . Reut 55667 (pan)
To Lease equ . 1667
To Bank 55,0000
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zad L . Rentof Dr . 55666
↳ . equil . Of Dr . 53334

To Bank Gosto

Sateand Lease Back

A B

&
sale to >

Machine (Buyer)
Lessee&

Lease Back
(oper · (a) Fli

Szoper . Leave

1 Sp = selling price (actual)
2) CA = Carrying Art (BV)

Gamloss = SP-CA

3) FV = Fair value (Market price)
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Los--> PE

C = 1000 Bank 90

Fr = 95000 I
Loss 10 (Pal)
To Asset 100

actual Loss = 10000 por

ue-2 Profit
2 P- CA
↑ ↓

-
profit profit
upto Over 2 above

F FrO↓ ↓
Par D& A

CA = 10000 0 Pe20000
Sp = 120 ,000 -V

2000

Fr = 118000 18000
DaA

par
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CA = 100 ,000 Profit 12
SP = 1/2000

Fr = 105
,

000 Bank 112000

To Asset 100000

To Gan(p21) 500
To Dethan Forw

#le-3 It applies only when
Impairement CAJ Fr

Loss

CA = 100000 actual = 8000

E90000guo I
Empair . Loss = CA-FA = 10,000

Pa
PEDr . 10000

To Asset 10000

Revised CA =000

Rule
DGA
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CA = 500,000

Fv = 47500

Sp = 490,000

Emp-loss = 25000 Pol
Toas s

Revised Ass. 475000 Bank 49 0

Sp

provt9 I To Ass. 475Daa Toder 15
Gam


