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FIIRE FF HATAH

T2 foeett, 9 frawav, 2024

ar. &1, 554(s1).—T TeETe, FuHt Atar=ay, 2013 (2013 F7 18) Fit €T 469 F AT Ufsd
T 133 ZTT T&T IRRAT T YA F2d gu, e fasia RofésT srfesmor & wwmmel & a9 39 g il
TE et it S F T, FAA (A @ qeE) FE, 2015 # S degd w7 & oy
Referfed e aardT &, s -

1. (1) = =T #7 Sfera 918 SOt (AT J@T /TE) T q9areae FaE, 2024 7
(2) T TS F I T il TG & TG g

2. FAT (T wr@T g e, 2015 ) "Surae” §, g, 9T 9wt g (52 )" oftdw o erefie
AT o@T 79 (32 T0H) 116" , -

(i) T=== 102 % vard, FMeferiad saq=ee sta:eaiug B S, serd: -

"102%F YTEIH& qHIE & T, Ahar-Tga Ter-arad{l ¥ I00e TAR-ATIFRT ofeq 9% sq=as 29-35
ST TET-ATIHT F 3T UST-ATAE UY AqmE 36-46 FT AN FHAM Aqoes 36-46 T AT Fd

5779 GI/2024 @)
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T, FooraT-aga "uET-saTEl AT qEEe qgT- At & 39 ave ° [aiia wom & G-
TS I T TFd TR AR SAEHE F Faferd wra AT THAT 6l et ot e 7 7rerar
TEl TN TH SAT=58 T STIEATSH T TART FohdT TS T T a7d & (o0 JTferd T2i wear 4 a8
AR 46(F) BT SAUTET U Ug U1 IT SATAw T | Fa1aq Rl a1 I7 g0 0 A1 7
g o wrear 91
(i) TRfre T,
(F) T == & vaT, Fetaiad aq=ee siaeanfo fr s, sei-

"rie fet uE ger ATt 7 wer 2, sigeeE 12 Hanfad B T ud sqeeE 102% 9 120%
S 0| U FERAT IZET T HOUt A Ugel A9, 2024 FT AT TER THATT TEH g ATSAT
Fritrss R srafet & forg &y FHam”

(@) A== T2 F I T2 Aoforiad dq=ae dq:#a1d BT So, -

"2 AIEE T1-T20% AT STUEATH o TATSTA o (10 TTLIHE AR ol [ 12 39 AT AT
ST T TEFT AT FSaH TS =6 A19F F7 TIHAR T30 Fam gl"

(1) T20T AR & TATT, FEfaed dg=eg dq: e fFham STosm, ;-
"faf T wgT ATt § ggr-are

20T U fAHdT-TgaTe U faehl Ua Tg7 aTa6l § TgT-a74ed (36 ATz T1H) Fl TR TR
T A % TATT faehl T 98T aTIH] d|qadl 9% AT J@r J19F (3 TUH) 2 F 80 § 03
TAT & AR Ham”

(i) wfefere 7 % TeaTa, Mot TR s BT S, -
"gRfrE "

faeqa SeeTw

(78 TRIIT 91T 7T 717% (35 TGFT 116 & a1 G777 aT & @197 T8 3 AGT HI7T% FT 917
7T 81 T8 TRIIT 9RA1T @7 7177 (35 U0q) 116 F F& 957 # 87 Ieq7 #<al &, 13q T8 1%
[RFFATHF AT T F7 @ 177 AT 781 &1)
RIq FramT Ta IYH ISR 9TdT o qrer {966t 7 97 araet dded

(78 3RTEXT [@#aT-9271¢ UF #dT-T2T%dl # [0 91T @@T 717% (35 TU9) 116 % J7=57 99-
102 %1 9T % T g1 % IIIETT FE1T FIAT 1)

TF FIa97T ([[A#a-9271%) 9 1517 (#ar-1gr#ar) #1 20,00,000/- 74 %% § T 937 F9d7
gl 39 d9a7 % acwT §d, I8 947 10,00,000/- 77 #T TG T2 @37 77 &1 F91 T979, [@#ar-12a7

FAT-TZTFAT & GT 9a7 F1 18 T & [T JIIT -STGFIT F [T Sqarea #3ar & foes T7a1e ag (faaar-
72TT%) FAT-UZTFal B A% a9 % =7 § &7 1,20,000 F7F FT TTT FTI 39 G737 #1 97 TF (7947,

Od1 & 3 f@7aT 92317 ZRT 937 #7 Zeala¥vl (2TT%L) 91T d@T J1°9% (3¢ U0e) 115, 157 & a7

FTFT & TTTET F1 FTEATH I G FIAT & AT STHT TGT 9T #1 (@71 % &F 7 397 J10971 TG,
[FFAT-T27TT GF #aT-7g7%al @171 &1 39 a7 F7 A@T [@%1 AT T2T FTT41 % &F 7 7391
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f3#1 #1 aria #1, 977 #7 37 o7 18,00,000 97 51 Ti# 977 #1 @71 & 977 1T 937 1
ST o T8T & Hq: [@#ar-1gere Uq #a7 9grEal @9l g1 @@ T #F1 3ET §oF 9% 71T F a7
FHTIISTT F911 FIANT F@T 7I7% (38 TUF) 116 # s7=57 101(8) FT FI1T #37 g0, @741 #1797 #1
e Tfr 20,00,000 73 (20,00,000 -18,00,000 ¥7%) WW-WW%T—W#@UW
HTAF (3T G99 (FTEA1ET) F &7 & qr=gar & T

72 7 [T ST7-37T 4.5 1397 aT19% &, F1 [@#ar-72=77 77T JId [FE7<0 737 T &1 arfi+
YIATAI FT TAFIT JA (4.5 Fia9ra aifis a7 9ziFa 1,20,000 77 F 18 §rar) 14,569,200 9% & 5T
57H & 2,00,000/-57F Sfafs @7 qraor & datad & a@qi# 12,569,200 97 927 & 1T & - ST FH:
16,447 577 47 1,03,553 97 # 18 FT9% YIaT+1 3 FTETT &1
FAT-TZTFAT 997 & U2 F1 UF TRATTT 9% # &F § 9157 #al 51
fesRaT-agTeaTT

AT @l 719 (3T TUA) 116 & Ag=sg 100(F) FT IR Fd gU, Ahal-qgae Trise

TG & T 0 TET-ATTE & IcT A 6 TANT-SATEHL FHT JAIT FAT g ST o6 Ahar-9gae T
TTAeTRd TANTIEER & SaTed qad i Td ST 19 & Fqa1T | g 3 a8 6,99,555 a4 g1 faerar

TSR TH AT AT TUET 7 T FaTm g A4 10,00,000/- F9F (Fa= it swqofia af2r) x 12,59,200/-
0T (18 W o folT TR AT T agTeha Tl Sar)+18,00,000/- F4F (& & I=d o)1
fAoRaT-TgaTe et ATH T T HT &1 JAAT AT & ST 6T Gerahdi & 2,40,355/- 94 T T0(A %
&7 ¥ gearated fawrd & gafag g o Rafefea & & St et f 7€ 31 wa= i foefy o ey
8,00,000/- =77 % g(18,00,000/- =97 - 10,00,000/- =47 foraH # -
(F) TSI FIRT ATT&TRT TIRMTEFET waq & "atea e 5,59,645 #94 (8,00,000/- F9F x
12,59,200 #93+18,00,000/- #9%) g, UH
(@) eI ARy ¥ "4 2,40,355 ®9¥ (8,00,000/-FwF) X (18,00,000/- F-
12,59,200 ¥7%) + 18,00,000/- ¥77) 21

T TR 9%, fAdaT-0gaTe AFad &1 @l 38 THE FIdl a:-

THT 20,00,000 &7

TANTTTEERTE e 6,99,555 ¥
CEE] 10,00,000 &7
Tt AT 12,59,200 &7
[ERIREIPIC] 2,00,000 &3
FEATT ATAFT T ATH 2,40,355 w3

AAT-TETRA

T TG 9T, FAT-TSThA T A HT @l =7 TR HdT o

I 18,00,000 =9
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[ERIREEIE] 2,00,000 (4.5 ITTerd ATy 2% 9% Tg15d 16,447
T % 18 SFIaT)

GETS 20,00,000 =93

T AT & TETd, Hal-qgThdl 98T T @l 98T qIal & &9 § 1,20,000/- F0F F AT(0H GOarr
F 1,03,553/- T4 % ®T H FAT | Ahar-Tga< & ITF AT qIAr hf AT A0 16,447 TG4 AT @1
(%) 2,00,000/- ¥ ¥ Fo=<fi=r feq & Mae™ & 9T A & &9 ¥, 7 (@) AT T & €T H HLdm
El

TRadashier agr At afga, ST e ar a1 ax ik 98 w3 §, S ue agraret aue |
TANT-SATAHTT TH 9T A T TATAAT ATT

(TRATTAIT 92T YIrarl qigad @41 0d qgrarad] dqa, S [Fd] qa#i# a7 a7 9¢ [F97 78] #7a7 &,
WX FGT 7177 (35 U0F) 116 F =57 102% UF Jq=ea1 29-46 #1 9113l #1 T FI7 FT IITETT
§EIT 7T )

UF JI3917 ([3%aT-9231%) TF 997 692 G517 (Fa71-921%d1) #1 797 18 1@ &94 § F=a7 51 (4771 #1
ARG FT Tg 9T7 T FHT o 8)| 3T @727 F THT qd, 937 F1 JIvid arra 10 1@ &7 &1 31
TFHT, [@FAT-T271C FAT-92T%dT & a9 997 #1 779 T4 # [0 JI-T9F7 # &FT § &7 a7 F7 TF
HTTHF F AAT 51 FITF SATETT TT G2 FT GIATT 79T T T TRATTINT T & T F Fag & a1 131
TAHIF 7 77 T AETRT 751 51

TH oFad il ad 9 [MEgT g UH 2 6 Adar-aga g7 9ad 1 Z&dia20l AR [ Jdl /9 (32 T0H)
115, TTgHI & a9 LT & TTeq H1 ATATAN Hl T FIA g1 THHT A@T A 6l a0 6 &9 § FFar
STTURTT| AR, fAHaT-TgaTe 38 dFad &1 @l U {6l 7 Tgr-araet & 9 § FdT 2|

72 H [ART 757 &7 T &7 & [RE0 TT 757 51 [FFar 9277 #1 T T Flgdiear &7 3 gl
FIroF &1

YICHAIT FGT 7T7% (35 TUw) 116 # = 100(%F) FT F9NT #3d g0, [@F#ar-12a1T FAr-9g1#dl
EEATANRT T & TFITT H [FEIRT F2aT1 & T JIGETRT TIT-I14F1¢ 25 gfasra (%) # &7 &
T &1 TRUTHEAET, JI9F TRIG 9T [@#AT-92717 d79a FT T@T 3¢ THT FIAT 5.

The 18,00,000/- &7

TINT-31EF 72T 2,50,000/- =77

(10,00,000/- 7% x 25 F13917)
TTT 10,00,000 &7%
7T T 4,50,000 =7
EEATAIRT SATEFIIT TT ATH 450000 =77

(18,00,000 - 77 10,00,000 ¥77) x 75 F179Ia)

[3%aT - T2=TT T5 ST FGT & 13 a8 TZT-Tale # 0T Sfed & JIN-A19%1C & 9141 e ardr #i7
TFHIT &F G JTIIT FU0T1 3 TFT, T8 TAN-ATGFIT SeqT & ToAgTT FT G@T S2A3T SATENT 97 &1
T
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AT <@l A9 (3T TUH) 116 % Aqoeal 36-46 FT TN Fd gU, TgT a4 & d17 & o, fEomar-
TEETT TET AT &l FeTd Fe & o us Ut sarifa et wam & a8 sfagtia -
o Haterd Rt wrg i T i grear qgi e aifRfaat o AT #wa gu ((Red feear-ugar g
TEIT HT TAN-ATLA T J@T 719 (3T T0H) 116 F g2 100(F) FT TIRT - TANT-ATIRTT AT % 71T
FT Ry g gEfF ariE #1 d9ed 9% 9190 AT qEAteT 8) 7 ar greswr 1 31 5 gissmr 2
A=E 102 FT STAeATH T T F ThaT 2

ZIEHIT 1- TR AT &1 TATNT TST-3RTa

ARG @7 719 (3T TUA) 116 F =g 102F T TN Fd g, [ahdl-Tgae IRiFs aid &
STATIAT T AL 0 Z(97T F o o7 =6 T Faiia #2ar g o9+ gigefie SamT 3 &1 T30 FT
TSI FT T 39 ATLG T TST QA T ST 7127 450000 =937 BT g

TET-ATTHT & I AN ATHT AT U TST-21AcT 26 TH 8-

AP THNT-ATIFTT efed
EL] EIEED EE 3% =q7er | AW AW | YTEIEE TATRE | sifaw 9w
T AT S aT JHATL
% 13 % %, % % 13

1 450,000 (95,902) 13,500 367,598 250,000 (50,000) 200,000

2 367,598 (98,124) 11,028 280,502 200,000 (50,000) 150,000

3 280,502 (99,243) 8,415 189,674 150,000 (50,000) 100,000

4 189,674 (100,101) 5,690 95,263 100,000 (50,000) | 50,000

5 95,263 (98,121) 2,858 0| 50,000 (50,000) 0

AT <T@l A9 (3T TUHA) 116 F T=a2 102F ¥ sA=eg 38(F) FT TAN FLd gu, faerdr-agare ar+
T BT F 9T o forw fohT 70 [arame i< 98T ST, ST 98T ST1Aed 1 SRIviia iy &l 77 FT ad 8, &
T AT FT AIAT <AqT gl IO, T(S Bhar-Iga™ a7 a¥ § 9a+ & TIRT & o 99,321 797 &7
AT HLAT g AT q ATH AT 31 | 1197 0 (99,321 0 - 98,124 T &I AT=IAT a7 &l

gIEIT 2- gt srafy F A qgT & FHIA SFa
AT @l A9F (3T TUH) 116 F =g 102F T TART F¢d g0, frar-aga ot swafer & e
AT FHE AT &l Sfdfaad Fd & (o 97 qaarHr w1 [ =6 ge e &7ar § & agga

Fegefter I 3T FT TINT FIA T ATLIHF ATE T TGT I ahl St 1ier 4,50,000 w92 FM
TET ATTHT | ITT UST I T TANT-STTAHTT A 67 T &

AP TINT-ATIFIT AT
Fg | TRHE aT EE 3% saTST | ATOH AW | IRINE QU | geargE | dfaw aw
AT v v THTL
ST
2RI
= .3 13 13 13 % 13
1 450,000 (98,260) 13,500 365,240 250,000 (50,000) 200,000
2 365,240 (98,260) 10,957 277,937 200,000 (50,000) 150,000
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3 277,937 (98,260) | 8,338 | 188,015 | 150,000 | (50,000) | 100,000
4 188,015 (98,260) | 5,640 | 95395 | 100,000 | (50,000) | 50,000
5 95,395 (98,260) | 2,865 0 50,000 | (50,000) 0

AT AT A9 (32 T0H) 116 F A= 102F ¥ Aq=ez 38(F) FT TINT FLd gu, farerdr-agame ams
7 g & 98T & o1 98T Al S 9gT-aTiaed i S U9 il FF FT ad &, 6 a9 & oea< &l
AT 3T g1 S0y, ATS FEordT-9ga™ a1 a9 § 9a9 & TART & o7 99,321 &9 FT qIaTT H3al ¢
AT a8 FTH 21 & 1061 T (99,321 T - 98,260 FI) FT HT=IAT 24T 21

(F) ATEATT @ q9F (3T TUH) 116 F =8 100(F) FT TINT Fd g, fAhar-agare war-agraham &
EATARA AT & 39 AqITT HI FLTd FLamr g ST TEIHE TG Fl qAATeHT® &9 F Fiaemd
TN ATEHRR & G & S TGO AT o TTATIdT o6 AIeH § FART FATAHTT HT Jfqemiid Far
2l A== 100(F) 39 Fqara & Heaior % forw w12 A f[Afe Feifa 7@ F2ar )

(@) WA @ 79F (3T T0H) 116 &1 A== 102F Ua dg=ea 36(F) & TIN Fd gu, fEenar-
TgRTT TET-aTided i AT T T IT TE-HIAT 6 q1 FF FIAT § S TRI0E Jra Fi
STERTere TATTONT TET ST 67 Sfafaterd F2d 21 ¥ UgT e S a5 (0 Sd & a7 39 aE
T TH ST a1 i srvfia Tfer 4,50,000 F9 greit 21

(1) A @l AT (32 T0H) 116 % T =2 102F Ud Tz 36(F) FT TIN Fd gu, Ewmar-1gaw
ugT FTR it Fuofia T § FiE FT a1 € S Fhashier a3 F T FIT gU Il a1 a7
SATST & FTAtaterd Hear gl

() ATTAT ET AT (3T TUA) 116 F T=a8 102F UF =8 36(F) FT TINT Fd g0, fawmar-1gar
TETETIC il STV IO I 3T T&T AT 6 9T FH HLdl § ST TgT At & T Araresh
T SFTATAL 1 STt {6 d Fd & 3T Trg ST AgThd (AT SITaT & af TS I &l 98T arfae
#T sryofia wfar 4,50,000 =97 Bt 217

[T, &. 01/01/2009-1T=-V/ (97T XII)]
TATS qTISY, {97 q=a

feoqur : o fFem wa % T, s, 9 1, @ 3, SuEs(i) § g anani. 111(3), an
16 ®Za<t, 2015, ATSF=AT Hei® AL, 242(37), arE 31 979, 2023 g1 THiiaq o 1w
J Y =T "qeaid anEL|. 492(3), I 21 R, 2024 FTRT I A a1 dentad
ERIRRIR

MINISTRY OF CORPORATE AFFAIRS
NOTIFICATION
New Delhi, the 9th September, 2024

G.S.R. 554(E).—In exercise of the powers conferred by section 133 read with section 469 of the Companies
Act, 2013 (18 of 2013), the Central Government, in consultation with and after examination of the recommendations
made by the National Financial Reporting Authority, hereby makes the following rules further to amend the
Companies (Indian Accounting Standards) Rules, 2015, namely:-

1. (1) These rules may be called the Companies (Indian Accounting Standards) Second Amendment Rules, 2024.
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(2) They shall come into force with effect from the date of their publication in the official gazette.

2. In the Companies (Indian Accounting Standards) Rules, 2015, in the ‘Annexure’, under heading “B. Indian
Accounting Standards (Ind AS)”, in “Indian Accounting Standard (Ind AS) 1167, -

(i) after paragraph 102, the following paragraph shall be inserted, namely: -

“102A After the commencement date, the seller-lessee shall apply paragraphs 29-35 to the right-of-use asset
arising from the leaseback and paragraphs 36-46 to the lease liability arising from the leaseback. In
applying paragraphs 36-46, the seller-lessece shall determine ‘lease payments’ or ‘revised lease
payments’ in a way that the seller-lessee would not recognise any amount of the gain or loss that
relates to the right of use retained by the seller-lessee. Applying the requirements in this paragraph
does not prevent the seller-lessee from recognising in profit or loss any gain or loss relating to the
partial or full termination of a lease as required by paragraph 46(a).”;

(ii)in Appendix C,
(a) after paragraph C1C, the following paragraph shall be inserted, namely:-

“C1D Lease Liability in a Sale and Leaseback, amended paragraph C2 and added paragraphs 102A and
C20E. A seller-lessee shall apply these amendments for annual reporting periods beginning on or after
1 April 2024."

(b) for paragraph C2, the following paragraph shall be substituted, namely:-

“C2 For the purposes of the requirements in paragraphs C1— C20E, the date of initial application is the
beginning of the annual reporting period in which an entity first applies this Standard.”

(c) after paragraph C20D, the following paragraph shall be inserted, namely:-
“Lease liability in a sale and leaseback

C20E A seller-lessee shall apply Lease Liability in a Sale and Leaseback (see paragraph C1D)
retrospectively in accordance with Ind AS 8 to sale and leaseback transactions entered into after the
date of initial application.”;

(iii) after Appendix C, the following Appendix shall be inserted, namely:-
“Appendix D
Ilustrative Examples

(These examples accompany, but are not part of Ind AS 116. They illustrate aspects of Ind AS 116, but are
not intended to provide any interpretative guidance)

Sale and leaseback transaction with fixed payments and above-market terms

(The example illustrates the application of requirements in paragraph 99-102 of Ind AS 116 for a seller-
lessee and a buyer-lessor).

An entity (Seller-lessee) sells a building to another entity (Buyer-lessor) for cash of €2,000,000. Immediately
before the transaction, the building is carried at a cost of ¥ 1,000,000. At the same time, Seller-lessee enters
into a contract with Buyer-lessor for the right to use the building for 18 years, with annual payments of
Z120,000 payable at the end of each year. The terms and conditions of the transaction are such that the
transfer of the building by Seller-lessee satisfies the requirements of Ind AS 115, Revenue from Contracts
with Customers, to be accounted for as a sale of the building. Accordingly, Seller-lessee and Buyer-lessor
account for the transaction as a sale and leaseback.

The fair value of the building at the date of sale is <1,800,000. Because the consideration for the sale of the
building is not at fair value, Seller-lessee and Buyer-lessor make adjustments to measure the sale proceeds at
fair value. Applying paragraph 101(b) of Ind AS 116, the amount of the excess sale price of <200,000
(22,000,000 — <1,800,000) is recognised as additional financing provided by Buyer-lessor to Seller-lessee.

The interest rate implicit in the lease is 4.5 per cent per annum, which is readily determinable by Seller-
lessee. The present value of the annual payments (18 payments of ¢120,000, discounted at 4.5 per cent per
annum) is 1,459,200, of which <200,000 relates to the additional financing and 1,259,200 relates to the
lease—corresponding to 18 annual payments of ¥16,447 and ¥103,553, respectively.

Buyer-lessor classifies the lease of the building as an operating lease.
Seller-lessee

Applying paragraph 100(a) of Ind AS 116, at the commencement date, Seller-lessee measures the right-of-
use asset arising from the leaseback of the building at the proportion of the previous carrying amount of the
building that relates to the right of use retained by Seller-lessee, which is ¥699,555. Seller-lessee calculates
this amount as: 1,000,000 (the carrying amount of the building) x 1,259,200 (the discounted lease
payments for the 18-year right-of-use asset) + 1,800,000 (the fair value of the building).
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Seller-lessee recognises only the amount of the gain that relates to the rights transferred to Buyer-lessor of
¥240,355 calculated as follows. The gain on sale of the building amounts to ¥800,000 (¥1,800,000 —
21,000,000), of which:

(a) 559,645 (800,000 x 1,259,200 + ¥1,800,000) relates to the right to use the building retained by Seller-
lessee; and

(b) 240,355 (¥800,000 x (¥1,800,000 — ¥1,259,200) + <1,800,000) relates to the rights transferred to
Buyer-lessor.

At the commencement date, Seller-lessee accounts for the transaction as follows.

Cash %20,00,000

Right-of-use asset T6,99,555
Building ¥10,00,000
Lease Liability <12,59,200
Financial Liability 32,00,000
Gain on rights transferred 32,40,355

Buyer-lessor
At the commencement date, Buyer-lessor accounts for the transaction as follows.

Building <18,00,000
Financial Asset Z2,00,000 (18 payments of <16,447, discounted at 4.5
per cent per annum)
Cash <20,00,000

After the commencement date, Buyer-lessor accounts for the lease by treating <103,553 of the annual
payments of 120,000 as lease payments. The remaining <16,447 of annual payments received from Seller-
lessee are accounted for as (a) payments received to settle the financial asset of 200,000 and (b) interest
revenue.

Subsequent measurement of a right-of-use asset and lease liability in a sale and leaseback transaction
with variable lease payments that do not depend on an index or rate

(The example illustrates the application of the requirements in paragraph 102A and paragraphs 29-46 of Ind
AS 116 in a sale and leaseback transaction with variable lease payments that do not depend on an index or
rate).

An entity (Seller-lessee) sells a building to another entity (Buyer-lessor) for cash of ¥1,800,000 (the fair
value of the building at the date of sale). Immediately before the transaction, the building is carried at a cost
of ¥1,000,000. At the same time, Seller-lessee enters into a contract with Buyer-lessor for the right to use the
building for five years. Lease payments—payable annually—comprise fixed payments and variable payments
that do not depend on an index or rate.

The terms and conditions of the transaction are such that the transfer of the building by Seller-lessee satisfies
the requirements of Ind AS 115, Revenue from Contracts with Customers to be accounted for as a sale of the
building. Accordingly, Seller-lessee accounts for the transaction as a sale and leaseback.

The interest rate implicit in the lease cannot be readily determined. Seller-lessee’s incremental borrowing
rate is 3 per cent per annum.

Applying paragraph 100(a) of Ind AS 116, Seller-lessee determines the proportion of the building transferred
to Buyer-lessor that relates to the right of use it retains as 25 per cent.®) Consequently, at the commencement
date Seller-lessee accounts for the transaction as follows.

Cash Z18,00,000

Right-of-use asset (31,000,000 x 25 per cent) 32,50,000
Building 210,00,000
Lease Liability 34,50,000
Gain on rights transferred (31,800,000 — Z1,000,000) x 75 <6,00,000

per cent)
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Seller-lessee expects to consume the right-of-use asset’s future economic benefits evenly over the lease term
and, thus, depreciates the right-of-use asset on a straight-line basis.

In measuring the lease liability applying paragraphs 36-46 of Ind AS 116, Seller-lessee develops an
accounting policy for determining ‘lease payments’ in a way that it would not recognise any amount of the
gain that relates to the right of use it retains. Depending on the circumstances (including the method Seller-
lessee used—applying paragraph 100(a) of Ind AS 116—for determining the measurement of the right-of-use
asset and the gain recognised on the transaction at the commencement date), either Approach 1 or Approach
2 could meet the requirements in paragraph 102A.

Approach 1—Expected lease payments at the commencement date

Applying paragraph 102A of Ind AS 116, Seller-lessee determines ‘lease payments’ to reflect the expected
lease payments at the commencement date that, when discounted using its incremental borrowing rate, result
in the carrying amount of the lease liability at that date of <450,000.

The lease liability and the right-of-use asset arising from the leaseback are:

Lease Liability Right-of-use asset
Year Beginning Lease 3 per cent | Ending Beginning Depreciation | Ending
balance payments® interest balance balance charge balance
expense®
4 4 4 4 4 4 4

1 450,000 (95,902) 13,500 367,598 250,000 (50,000) 200,000
2 367,598 (98,124) 11,028 280,502 200,000 (50,000) 150,000
3 280,502 (99,243) 8,415 189,674 150,000 (50,000) | 100,000
4 189,674 (100,101) 5,690 95,263 100,000 (50,000) 50,000
5 95,263 (98,121) 2,858 0 50,000 (50,000) 0

In applying paragraph 102A and paragraph 38(b) of Ind AS 116, Seller-lessee recognises in profit or loss the
difference between the payments made for the lease and the lease payments that reduce the carrying amount
of the lease liability. For example, if Seller-lessee pays <99,321 for the use of the building in Year 2, it
recognises <1,197 (99,321 — 98,124) in profit or loss.

Approach 2—Equal lease payments over the lease term

Applying paragraph 102A of Ind AS 116, Seller-lessee determines ‘lease payments’ to reflect equal periodic
payments over the lease term that, when discounted using its incremental borrowing rate, result in the
carrying amount of the lease liability at the commencement date of ¥450,000.

The lease liability and the right-of-use asset arising from the leaseback are:

Lease Liability Right-of-use asset
Year | Beginning Lease 3 per cent | Ending Beginning Depreciation Ending
balance payments'® interest balance balance charge balance
expense®
4 4 4 4 4 4 4

1 450,000 (98,260) 13,500 365,240 250,000 (50,000) | 200,000
2 365,240 (98,260) 10,957 277,937 200,000 (50,000) | 150,000
3 277,937 (98,260) 8,338 188,015 150,000 (50,000) | 100,000
4 188,015 (98,260) 5,640 95,395 100,000 (50,000) 50,000
5 95,395 (98,260) 2,865 0 50,000 (50,000) 0

In applying paragraph 102A and paragraph 38(b) of Ind AS 116, Seller-lessee recognises in profit or loss the
difference between the payments made for the lease and the lease payments that reduce the carrying amount
of the lease liability. For example, if Seller-lessee pays <99,321 for the use of the building in Year 2, it
recognises <1,061 (99,321 — 98,260) in profit or loss.

(&) Applying paragraph 100(a) of Ind AS 116, Seller-lessee determines the proportion of the building
transferred to Buyer-lessor that relates to the right of use retained by comparing, at the
commencement date, the right of use it retains via the leaseback to the rights comprising the entire
building. Paragraph 100(a) does not prescribe a particular method for determining that proportion.
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(b) Applying paragraph 102A and paragraph 36(b) of Ind AS 116, Seller-lessee reduces the carrying
amount of the lease liability with ‘lease payments’ that reflect the expected lease payments
estimated at the commencement date and, when discounted, result in the carrying amount of the
lease liability at that date of <450,000.

(c) Applying paragraph 102A and paragraph 36(a) of Ind AS 116, Seller-lessee increases the carrying
amount of the lease liability to reflect interest on the lease liability using its incremental borrowing
rate.

(d) Applying paragraph 102A and paragraph 36(b) of Ind AS 116, Seller-lessee reduces the carrying
amount of the lease liability with ‘lease payments’ that reflect equal periodic payments over the
lease term that, when discounted, result in the carrying amount of the lease liability at the
commencement date of ¥450,000.”

[F. No. 01/01/2009-CL-V (Part. XI1)]
MANOJ PANDEY, Addl. Secy.

Note.- The principal rules were published in the Gazette of India, Extraordinary, Part 11, Section 3, Sub-section (i),
vide number G.S.R. 111(E), dated the 16th February, 2015, vide notification number G.S.R. 242(E), dated the
31st March, 2023 and last amended, vide notification number G.S.R. 492(E), dated the 21st August, 2024.
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