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Amendment TFRS 16

Leasing liability in the event of a sale and leaseback

¢

®* The obligation from the leaseback represents a leasing liability in

accordance with TFRS 16.

A
—
EI]] ®* The variable payments of the initial valuation are considered as fixed

for the subsequent valuation

®* No revaluation of variable payments

U * Deviations from expected payments are recognised in profit or loss

* In case of modifications, the expected payments including variable

payments must be recalculated



Agenda decision in June 2020

Sale and leaseback with variable lease payments

Facts

* Sale of fixed assets with
Lease back over five years with the extension option 2 years
( The company consider that it does not reasonably certain to o

exercise the option)

* Payments for use during the rental period also include
variable payments based on 1% of seller-lessee‘s revenue
reported during the last 12 months before the lease payment

1s due

questions:

- Valuation of the right of use at the time of the transaction?

- Determination of the profit/loss from the sale?



Agenda decision in June 2020

Leasing liability in case of sale and leaseback — example

Initial measurement at the transaction date

Facts

* Sale of building leased back over five years

* Purchase price (corresponds to fair value): CU 1,800,000

* Book value: CU 1,000,000

* The total payments for the lease are dependent on 1% of seller-

lessee‘s revenue

* Expected present value of the lease payments (including

variable payment that do not depend on an index or rate) : CU

450,000

Initial measurement

Bank 1,800,000
Right of use £50.000 X 1.000.000 250,000
00.000
Building 1,000,000
Lease liabilities 450,000
Gain on rights transferred / 600,000

(1,800,000 -1,000,000) x 75%




Planned amendment TFRS 16

Leasing liability in case of sale and leaseback — example

Subsequent measurement

Facts (continuation)

® Interest rate: 3%.
* Expected—payments for year 1: CU 95,902

¢ Actual payments in year 1: CU 97,500

Subsequent accounting in year 1

Interest expense

Note

L4
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Lease liabilities 13,500
Lease liabilities 95,902
Expenses 1,598

Bank 97,500
Depreciation - ROU 50,000

Accum. depreciation - ROU 50,000
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Amendment TFRS 16

Leasing liability in case of sale and leaseback — example

Subsequent measurement

(change in lease term)

Additional facts

® Change in the lease term at the end of first year of the lease to

exercise the extension option
®* Interest rate: 7% at the remeasurement date

¢ Total revised expected lease payment to seventh year: CU

559,031

* Expected present value of the lease payments after the
remeasurement (including variable payment that do not depend

on an index or rate) at the end of first year : CU 437,881

¢ The carrying amount of lease liabilities at the end of first year :

CU 367,598

Subsequent accounting in begining of year 2

Right of use 70,283

Lease liabilities 70,283
Depreciation - ROU 45,047

Accum. depreciation - ROU 45,047

(200,000+70,283) / 6y

*  aavmmamiidumudyanhlud Wasnniimsvenasazig
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Amendment TFRS 16

Leasing liability in case of sale and leaseback — example

Subsequent measurement

(change in lease consideration)

Additional fact

® The lease modified at the end of first year to change lease
consideration from 1% of seller-lessee‘s revenue to 0.5% of

seller-lessee‘s revenue (no change in lease term)
® Interest rate: 7.5% at the remeasurement date

* Total revised expected lease payment to fifth year: CU
388,014

® Expected present value of the lease payments after the
remeasurement (including variable payment that do not depend

on an index or rate) at the end of first year : CU 324,883

¢ The carrying amount of lease liabilities at the end of first year :

CU 367,598

Subsequent accounting in begining of year 2

Lease liabilities 42,715

Right of use 42,715
367,598 - 324,883

Depreciation - ROU 39,321
Accum. depreciation - ROU 39,321

Note
*  lilafimsenidnduanuhuediuvidenivae J9liasiidiuntuiingh PL [TFRS
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THANK YOU

'Y  https://www.tfac.or.th N3 @TFAC.FAMILY E tfac@tfac.or.th

n https://www.facebook.com/TFAC.FAMILY https:// waww.youtube.com/TFACFamily 02 685 2500

The information contained herein is of a general nature and is not intended to address the circumstances of any particular individual or entity.
Although we endeavor to provide accurate and timely information, there can be no guarantee that such information is accurate as of the date it is
received or that it will continue to be accurate in the future. No one should act upon such information without appropriate professional advice after

a thorough examination of the particular situation. Materials published may only be reproduced with the consent of TFAC.
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