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Department of Finance

» for most Commonwealth entities, effective on 1 July 2019 (2019-20 FY)

>
>

replace AASB 117 Leases and related interpretations

remove the distinction between Operating and Finance Leases for
lessees, and require recognition of right-of-use (ROU) asset and lease
liability on the balance sheet for most leasing arrangements

Lessees face major changes, requirements for lessors are substantially
unchanged




AASB 16 Leases — Decision Tree to ldentify a Lease

AASB 16 defines a lease as ‘a contract, or part of a contract, that conveys the right to use an
asset (the underlying asset) for a period of time in exchange for consideration’.

Contract is or

Lessee has right to Lessee has

Identified y obtain economic R bt trol . Value > R Lease term contains a lease,
- es es right to control es 5 es o .
asset? benefits of the asset? B $10,0007? = 12 mths? which Eleeds to
comply with AASB 16
No No No No No
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Contract does not contain a lease R —
but may exempt from AASB 16




AASB 16 Leases - What will change?

Old treatment for
lessees (AASB 117)

. Operating leases off
Balance Sheet

 Finance leases on
Balance Sheet

—~

4
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* All leases on Balance
Sheet, except for

* Short-term leases (<12
months) & low-value
asset leases
(<AU$10,000)

R\




AASB 16 Leases — Lessee Accounting Presentation

| |
Balance Sheet ‘ Income Statement

* Asset * Lease Expense* =
= ROU asset Depreciation of leased assets
» Liability + Interest expense for lease
= Obligation to make lease liabilities

(* Generally front loaded expense for an
payments individual lease)




AASB 16 Leases — Lessee Accounting Recognition & Measurement

Subsequent

Ve ROU Asset

! Measure ROU asset - Depreciate ROU asset
T under AASB 16, or use
V and lease liability at alternative measurement
present value of lease basis under AASB 16 and
payments AASB 140 Investment
Property.

Lease Liability + Initial Direct Costs ‘
+ Prepaid Lease Payments - Lease

Incentives Received Liabil Ity

* Accrete liability based on
interest method, using a
discount rate determined
at lease commencement;

Present Value of Unpaid Lease * Reduce the liability by
Payments payments made.

DR ROU Asset

CR Lease Liability



Recap: Finance Positions on Implementation Options for AASB 16

Entities shall apply modified
model, and not re-assess
previous leases contracts

NFP entity lessees shall elect
AASB 116 revaluation model
for their ROU Assets that
relate to a class of PPE, if
they already applied this
model to the PPE

Lessees may measure ROU
assets on either methods
specified in para C8 of AASB
16, for their existing
operating leases

Entities may rely on their
previous assessment on
whether a lease in onerous,
rather than performing an
Impairment review

Entities shall apply a single
discount rate to a portfolio of
leases

Lessees shall select ‘no
adjustment on transition’ for
leases of low-value assets or
previously accounted for as
Investment property under
AASB 140

Entities may apply the ‘short-
term’ transition option for
leases with terms ending

within 12 months of the DIA

costé fro RO
the DIA

Entities may’ Use the
Rindsight eption
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