ix
TABLE OF CONTENTS

B LoV 4 L= XU 1 o) POV PP PSPPSR PSP ORI PP v
D=6 K Tr=5 Lo s WSO OO PSSP PP PSPPI PTS PP OPP P vi
=1 2 T < OO P s o vii
Abbreviations of Referred Standards, Laws and Some TermS ......ovvceeeeeeiiiiiinisinniisssnssrmes e st sseesnse s Xix
Chapter 1: A Comprehensive Review of IFRS 15 Revenue from Contracts with CuUStOMErS c..wweees 1
1.1 T RO o vommscrstocsinne s bums srsmves soobvei s e o 0 S5 L S PRIV T R S 1
1.1.1 T TS TR Y oncuomaumsovaos v omessas s /s i s s G 00 S S ST R 1

1.1.2  Rationale for the New Model.......ooooimiiiic e 1

1.1.3  The Significant Changes Made ..., ‘o Ny 2

1.2 The NEW IMOAEL....civiiiiiirereereeeeeeetsecreste s ciessinressesreeneesnsessenss somlgse e sensranerasersestasabsaasesssasansssesssssies 3
1.3 SCOPe OF TFRS 15 et e 3
1.4 RECOZMITION ... oveevesunsnssrmnssrnssrsrnsnsrnssmssnsasonssnmensssssorsin i NGIND N T B PR A T <
1.4.1 Identifying the Contract .........ccceeiivninn N b i e R s 4

1432  Combingtion of COmEABIS s gl NI eris v s a5 asswn 10 0 oS drsaivasssaas s s o sy saiisiss <

1.43  Contract Modifications.............. LN s €S SRR R SR e 5

1.5 Identifying Performance OblIZations. ..l 5. e i st s s 7
1 R ./ Ty v 12 [: FRRURMUESD W, . OO, 8

1.5:2  Licensing:......u\) pe A OO 9

1.5.3  Incidental and SALESINCEMTIVES ..oeoeeiircrie it iisrese st ss e sns s 11

1.54  Customer Loyaly PrOGIAINITIEN. ..cocoverreriiririrreroeseeemeeeetese et essssssesnsse e et b s 12

1.6 Measurement — Determining the Transaction PTICE ... 14
6.1  Variable ConSTUETaIONG , »memeemnmrepss ms st od i S e e e o T TR ey Fri sy o T o 15

1.6.2  Constraining Estimates of Variable Considerations..........ccc.cooeiiiininiinmii s 16

[.6.3  The Existence of Significant Financing Component..........ccccovviinenincininn, l6

1.6.4  Contingent CONSIAETALION. ........ccoiiimimiimiioesrisis ittt e s 17

165  Not-Bash Com iR A M a cevsssmssvamwnsiossssmas smsnsiceimss s sios o o300 0 s v i SO DS At s 58 18

1660  Consideration Payableto aCuStOmIEr .. mmsmisms mivserssnssmisynssress soesibsassasmass i ymarss 18

| Allocating the Transaction Price to Performance Oblgations ... 19
1.7.1 ALLOCAHON METHOUS . vivieeeiereeeiee et e re e sm e ea s she s 19

172 Allocating DISCOUNL ...ooouoviiiiiieeiciiiairssirs sttt 20

1.7.3  Allocating Variable Consideration ...........c.coceeieriimimieciccisiisin s 20

1.74  Changes in the Transaction PTICE ..........cuiiiiimiiiminmimes s ieiiass asbiiamamnsisiares 20

A Comprehensive Guide to IFRS 15 and IFRS 16




X Table of Contents
1.8 Satisfaction of PerformaneeiObREation. ..o s i svmima s s mim s s s 21
1.9 Recognising Revenue when a Performance Obligation is Satisfied ......cooovvvvveeeieiveseeerieieen 21

1.9.1 Performance Obligation Satisfied OVer TIME ........o.ooviviviv oot 21
1.9.1.1 Measuring Progress Towards Complete Satisfaction of a
Performanes OBREatin. cwsmasmammaassasmim i s s i s 23
1.9.1.2 When the Outcome is UNCertain ............ccoovoieviviiecie e 26
1.9.2  Performance Obligation Satisfied at a Point in TIME .......cco.vveveeeeceeieeeeeeeeee e eeesrs s 27
L10 CONETACE COBLS .......eiviiecictieste sttt s s s e s e ee et ee s et ee et ese et et esesee e eeemeneeaens 29
1.10.1  Incremental Costs of Obtaining a CONIIACt..............ocov.evivooeeeeeeeeeeeeereeee e sestesenenee . 29
1102 Costs to FUIfil @ COMIACE. ...t ettt eest s eese st en s eneras 29
1.10.3 ‘Amortisation ANd IMPATTMENT ..ottt 30
LII  Presentation and DISCLOSUIES......cocoeviiiieiiiss ittt st et eeseeeee et seesesesesees et eseseneeessesesenseesans 31
I N =521 ' T 31
Lelllal: T s s sssisraansos sorarscarss e T S R 32
L2 TIANSIEION ...ttt s ettt et et ettt et es e et e 36
1.13  Implications and How the New IFRS Will Affect Current PractiCe ........cooveveovevervessvsrsrereeereeneeonenn, 39

Chapter 2: Sales of Goods, Licensing Arrangements and ServiCes.........emmraeesssssssssesssssssessesossssens 41

2.1 IO ERIONN v cvmins cumns s v ooy oA 1 S0 o 8 A B 4 21 S RS S A 58 et A 41

2.2 Neles DL GOQAS mmms s o T R A S T e e R

22,1 CuStOMEr ACCEPLANICE ..evevvrvrisiereitersrarstate ettt ee et s et s e e et seneeas 41
222 Sales with a Right of REWUIM .....c.ovevveiueccieieeicceeec e veeenes e e e, 42
223 Sales with Volume Discount InCentive......oovviiiecciiieeeeeceeeeees S e 43
224 Forward Sales....c.coccciiiiiiiiceieice st S e r s 44
2.2.5  Principal versus Agent COnSiderations...........ocoeueuiveresueesesesssseoieeeisiien e eeesesees 45
2.2.6  Customer Option for Additional GOOS .......o.c.ov.vvevivsvoveeeees et e e e 46
AT TS T Vo o1 N Y T 48
2271 A Forward ora. CallOpHIOm s b msammmbommmanis s s by i 48

2272 A PULOPLON 1ottt ettt ettt et es e e e 51

228  Consignment AITANZEIMENTS .....e.ucueseraississrsesomesessessnssssesssssesssssseeesssesessssssesesessesssssesesseses 55
A48  Billand-Held Aranpeentie . cumamasammmmmslbommrs s iR 56
23 Licensing Arrangements With CUSIOTNETS ........ocivis it ieeeeete st eeteeesesees s esasesseseresssseseneas 59
231 Licence 1S NOt DISHICT. .ov.cuvcveeisieie ettt ee e re et eneeans 57
232, Lieence 18 IIESHIG o i o i o i s (stssmgresmonsaymensanes srressasmenspaermsass 58
2321 Usage:based or Bale=based TiBEMUT wmammmmmimiiparsimimss s 58

2322  FranchiSing Arrangement........coovueriuirereueisesssecaesieseieie e steseseeeeeon. 59

2018 Commerce Clearing House (Malaysia) Sdn Bhd

Table of Contents xi

244 RENAEIINE OF SEIVICES .....ieurueiiviiiiniiiriie it b bbb s e ab nesa00 60
2.4.1  Customer Obtains Benefits as and when Service is Performed ........ocoooveeiiiecniin 6l

2.42  Service Performed OVEr TIME....c.oovoieieiciiiiiiiiinnssiinis et 62

243  Service to Design and Manufacture an Asset for a Customer.........ccooviiiiins 64

2.5 Separate Performance Obligations in @ CONraC ..o, 65
254 Sales of (Fo0ds WITHISEIVITES ... 0nvssnsrswersss s e i T oS SR B b ch s BT s s 65

D50 WATTANTIEE 1 senesnenronsesnonsnssnessnsssssid SR E S o0E TS T RO Y BT e R SR B S TR S T 66

253  Tacidental ahd Sales THCENTIVES aumes oxtsiasiims s v imes ot iss st soms woseas s sdssivims asass st casssmesins 69

2.5.4  Customer Loyalty Programmes. ... 70

2.6 Measurement of Variable ConSiderations ... s 72
2.6.1  Variable Considerations in Sales of GOOdS ......coccviivivminiiieiis e 72

2.6.2  Variable Considerations in Service Comtracts .......coocoiviiiciiciiiiiiiisimiessisss e 74

27 Presertaion and DISCLOSUTES......cooiiiiiimiririe ettt ses s tre it e s s sran e neessbaavab e sars 77
Chapter3: Construction Contracts and Service Concession Arrangements .....coesscnssenssseassansens 79
3. T EEEAIBEIIIE ... g s nensr ssnmngmsans ssmssass b 0ass Fo o T o T A o B4 S S S AR e SR 79
g3 Accounting for Construction COMLIACES .......coiiiiiiiss it 79
3.2.1 What:is:a. Construction COILEACTD .. ssissimgemimsm s i T i isiaiis v 79

322 Types of Construction CONTrACTS ..ot 79

3.2.3  The Main ACCOUNLNE TSSUE «..ooiiiiiriririenriesieens s e e 79

324  Combining Construction COMITACES ... ..civumrirrrse i s 80

3.2.5  Contract ModifiCAtIONS. ...covirirreeessmsemsmrrosseesarseesssusssssnsnnssnsssessesarsssssssssnssestarssss sesiesessns 81

3.2.5.1 Modification that is a Separate COntract..........covverrervremienimieeieie e 81

3.2.52  Modification that is Not a Separate Contract..........ccoeuiurnivnvirineismineneee s 81

3.2.6  The Accounting Methods ..o 83
3.3 Measurement 0f COontract REVENTE (. ...oiiiiionim i ioiimiiiiisisnresiessrisa s sessasessgensssssesosassanssas s 84
331 T tia] ATOUDE ABTEO, s isnisinsiiomasiasumini s s sitens s S ssobos o4 s P e s SH 1 0 &4

332 Incentives, Penalties and Performance BONUS .........ccoviiiiiiinnieiiciiinne e 85
3.3.3  Significant Financing COMPONENE. ... 86
338 POTORTION IVIOTIRE. . .. ynre e oo 5o 85 TS AN Vo o T R T B 37 P S A 86
335 Non-cash CONSIASEALION ..., ....osusmssss s e s i s s e s ey ases Az i Soahssvisn i 87
3.6 OtherConsideration Recaivable ..... ..., i s i s i s s 88
34 Measurement OF COTMUIACE COSES ...civiriiurernenreeseessesaeereeseerseessestesabassssssssasssnssrnessmeebesrssasssabsssssbe s s 88
3.4.1  Incremental Costs of Obtaining 8 Contract........cocovvviiii i 89
342  Coststo Fulfil:a CONIACL......ccoeimmreseosemsstissssresssgnpsrnssssesonessrsessnnsssbessbssissssssanssntessaissusass 39

A Comprehensive Guide to IFRS 15 and IFRS 16




Xii

3.5

3.6
3.9
3.8
39
3.10
3.11
3.12
3.13

3.14

3.15

Table of Contents

Recognition of Contract Revenue and EXPENSES ....ovvosiieeeieissesss s sees s es e 90
350  Measuring the Stape 6f COmpPleion e E i s s s 20
3.52  Accounting Procedures for the Percentage of Completion Method......ocooveiiieiiviinnnee. 91
Estimate of Outcome 0F CONEACL........vviiviiiicieieeeeecee st bas 95
Recognition 0f EXPected LOSSES ........vveveeeeee et es e s eenes e, 97
Chanpes i Estimatos (MBI TIINe i s o e e o s s e s s Bt oy s 0 et 99
Changes in Transaction Price and Costs OVer TIME ..o, 109
Presentation of Contract Assets and Contract Liabilities.........cocooovovovvecoeeiecieececcceec e 110
Measurement of Contract Revenue in a Barter ATrangement .............ocoovvvvveveeeerereseeereeeeseenn, 113
PresentatiOn. BoOUiTeIIBIES b cmmvssrimssimsm s s e e e S R TS 115
Disclosure REGUITEIMENS .......vvieeecrcerieseseeresssses s eseseaes et st eaet ettt eneneneseneas 115
3.13.1 Significant Judgement in the Application of the Standard...........c.cocoeveivieriieerieeieinenenn, 115
3.13.2 Determining the Timing of Satisfaction of Performance Obligations ............ccvveveirinas 116
3133 Comtract BalanCes.......ooooiuiiiciceeee et 116
3.134 Transaction Price Allocated to the Remaining Performance Obligations........................ 117
IFRIC 12 Service Concession AITANZEMENLS . ........ooviireereiiscreeeeiseeeee st seses e esessssesesnsss e, 117
3.14.1 What is a Service Concession Arrangement?. ..o, 117
3.14.2  Scope OF IFRIC 12 oot 118
3143 ISSUES AAreSSEA ...ooveeieveiceiie ettt 118
F 144 CONSENEUS woiiainisiismenssissnsisisionss sssisssivesss T T 118
3.14.4.1  Treatment of the Operator’s Rights over the Infrastructure............se ... 118
3.14.4.2  Recognition and Measurement of Arrangement Consideration.......\......... 119
3.14.43  Construction or Upgrade Services .......oveeerverermierermrererssne Ko hs e isissinnns 119
3.144.4  Consideration Given by the Grantor to the Operator........... % .cccocieiiinrironns 119
31445 OPeration SEIVICES .....c.oooiceiueeeeeiieeeieeeee e et eeeeeeee e eee e e anesies 119

3.14.46  Contractual Obligation to Restore the Infrastructure to a
Specified Level of Serviceability .....ocoooooiiiiiiioiiiiceeceee 120
3.14.47 Borrowing Costs Incurred by the Operator.........coooeviiieemeneceicieceieann 120
3.14.5  Subsequent Accounting as a Financial ASSet .......ccveiiviiniccieiniciess oo 120
3.14.6  Subsequent Accounting as an Intangible ASSet.......c.ovverrineiisisinisisisn i e 126
Tax Treatments and Tax Effects of Construction CONMTACES..........ccococerrirririveiieseerceiisesee v 130
3.15.1 Revenue Recognition based on the Percentage of Completion Method..........cocovvvenns 130
3.15.2  Property, Plant and Equipment used in Construction CONtracts ...........oocoovvevveoveiennnas 133
3.15.3 Foreseeable L0SSeS 0N CONMIACES .....o.oovvoveeeceeceeeeecieeeeeee et e 134
3.15.4  Provision for Liquidated Assessed Damages (LADS)........ccoovioveeeeveeeieeeeeeeeeeneereeennn 136
3.15.5 Warranties and Other Defect Liabilities........ccooiioiioriecieceseeeeceee e 136

2018 Commerce Clearing House (Malaysia) Sdn Bhd

Table of Contents i
Chapter 4: Property Development ACtiVIties.........covvimmmminiisnesneniiissssssssesss st snsssssnnasssses 145
4.1 B ES L8 goT L8 Tays Loy s HUUUUUUUUUOT OO PO PP PP 145
42 What are Property Development ACtiVIlIes? . ..o 145
4.3 Land Held for Property DevelOpment........oovr oo 146
4.4 Land Development and Allocation of Common COSES ..o 147
4.5 Property Developmient PIOJECES. ..o viimiiiimiiassisitssssesssssrssssssssrst s sssssssisssgnas s nasssasasnsss 149
4.6 Probarty, TrevelODIEHE COuTB s i smuvimsos essnssarsuss s o usics 58 Firss S axkessas 5T e ovs s s mmns 30 151
4.6.1 Measurement 15 on the Cost BASIS i it i s srasvasasades 151

467 NVETTAIILY COSE aieresss ot oy s hTo ot S oA A o S TS A A 152

463 BOITOWINE COSY, oo os o omeryeisiyor o Rs TE0 5 i o ST s A S 3R S 153

464  Acgcumulation of Costs and ALOCAtION «ocivrveveesinsiiminiiiiiom st i 154

4.7 Property-ddevelopment REVENUE ..ot s i 155
471 Measurement Of PLOJECt REVENUE ............rveeeuesseesresusessssmsessiesssmsensanssssssssesssiiassansissiasns 155

4,72  Penalties for Late Delivery and Provision for LAD...............nn 156

4.8 Recognition of Revenue and Expenses in Profit or LOSS ....ooooviv i, 157
4.8.1 Build and Sell MO ...ttt e e 157

4.82  Sell and Build MOel .....ooiiiiiirieie ettt 162

482.1 Measuring the Stage of Completion and Recognising

E0C o1 ol 171 g 1 U S 163

483 When the Outcom 15 UNCEIAIN ..o mmmmesisisimim i it sisssissisvsras sy desssousmmsssssssnmen s 176

484 When thet 1§ IMPaiTiieng s i crommatisetie o msses st free i st paasesss rissasses 179

49 Inventories — Unsold Completed Development Units and Transfers ..o 181
410  Building Affordable HOUSES..........oomiriiiiiimi i s 182
4.11  Other Forms of Sale Arrangements with COStOMEIS.........cooiiiiiiiiinciie i 192
4111 Rental with an Option 10 PUrChass. .....ccumuaiiainisimsiinimimemstsss s sisitis veivtass ivmsin soutiniss 192

4.11.2 Sales and Leasebacks with Guaranteed RetUINS ...........oconiiiiiiiiiissinsssss st 194

4.11.3 Barter Trade Arrangements and Non-cash Consideration..............couiiiiiinniinans. 197

4.12  Presentation REQUITEIMENES . ..c.oivi. ittt e 198
4,13 Disclosure REQUITEMENS ......ovivruesieiiicieiiieicsoicee i as s 198
4.13.1  Accounting POIICIES ..o 199

4.13.2 Land Held for Property Development.........cocoooiiicecieee e 199

4.13.3 Property Development Cosis. .ot iinssraomsmosssssssasassssoss s eses 200
4434  ContractAsuets/Contratt LIABILHTES, oo s s s ey e st rags 200

4.13.5 Transaction Price Allocated to Remaining Performance Obligations.......cccvvevcivriieenes 201

A Comprehensive Guide to IFRS 15 and IFRS 16




Xiv

Table of Contents

4.14  Tax Treatments and Tax Effects of Property Development Activities ...........c.c.oovvvvvveiiiiiceneens 202
4.14.1 Revenue Recognition in ACCOUNLINEZ . ooiviriiieriiiiicieeieie ettt 202
4.14.2  Profit or Loss Recognition in TAXation ...........c.voeeeeeiireeeeoe e oeeeeee st eeesnas 202
4143  When the Completed Contract Method is Applied in Accounting.................ccovvveveunnn.n. 203
4.14.4 When the Percentage of Completion Method is Applied in Accounting ....................... 205

4.14.5  Capitalisation 0f BOITOWINg COSES ..........cvovvviveeeerieeeceeeeseeeeeeeeees oo, 205
4.14.6  Depreciation and Other Costs Allocated to Property Development Projects................... 207

4.14.7  Foreseeable Losses on Projects and Other Loss Contingencies.............c.ccvvvveiveveveanes 207
Chapter 5: A Comprehensive Review of IFRS 16 LeSes cueucrorimrsenserieeeemsssssssssssesesssssssessssonossssssesssses 21
5.1 INErOQUCTION ...ttt ettt es st et eaerena et 211
5.2 History, Reasons and Rationale of IFRS 16.......oiiioiiieeceeeees et 211
5.3 SeopaioFTIRE FO e im0 ss 00 o] S S B 6t tonammsrr e 212
5.4 The Fundamental APPIOACRES......oeieiiioirieieiecececee et 212
54.1 Lessee Accounting MOdel.......ooioioioiiiiiiieeeee et 212

54.1.1 The Consumption Principle ... 213

3412 Pinancing ArrangementS sy s i i i e 215

542 Lessor Accounting Model . ....o.oooiiiviviriiseceieeeet et 215

5421 Derecognition APProach .......cveveieiiieiscieeieeect e 24

5422  Risks and Rewards APproach ... 218

5.5 Steps in the Application 0T TFRS 16......c.coiiiieeieeceeee e e 218
5.6 TAENtifYING 8 LEASE ....cocierieeiiriiititeeeeeeeeeeee et ece s e eves st es s eeee e eees T\ SR 219
5.6.1 Current Standards 00 Leases .....ocoovviieieiieeeecc st s e e 219

5.6.1.1 ThigiCurrent TAB 17 coummsmmom somsissmmsio ot st 558 it s e s nnnmess 219

5.6.1.2  SIC 27 Evaluating the Substance of Transactions Involving

) B oG W e ol KRS S — 220

5.6.1.3  TFRIC 4 Determining whether an Arrangement Contains a Lease ................ 223

5.6.2  Definition 0f @ Lease in TFRS 16, ..ot es et e e 229

563  Istherean Tdentified ASSEET .. imoss i i it i s i seietses sasespasssaneassesssessspose 229

5.6.3.1 Capacity Portion ol anASset. . mmmsmsnismiesiosss i s e 230

5.6.4  Does Customer Obtains the Economic Benefits?...........o.oveieiivieieieeieneieeeeeveeeeenens 231

5.6.5  Does Customer Direct the Use of the Identified ASSEt?.......ccevvevverevereieeeeerereeeeeeenen. 231

5.6.5.1 How and For What Purpose is the Asset Used?.........cocoeiviiiieicoeeceee. 231

5.6.6  Protective RIZIES ...oooviiiiiiici ittt 234

57 Separating Lease Components in @ CONTIACE ..vuveriuiieiriei oot eseees s 234
5.8 Combination of Lease COMFAETS ........cvwsviserssvsssrisisniiisi sis sinssssonmarenomsmmenseasamesseossmstammssesssmssasssenses 236

2018 Commerce Clearing House (Malaysia) Sdn Bhd

Table of Contents Xv
59 T T . covurmsan s imsmpens s srsmamm s s A A FR B TR S s s e S TS A T R S TS i i 236
5.9.1  Reasonably CErtaN ..ot 237

592  Significant Economic Incentives to Exercise Purchase Option ..o, 238

5.93  Subsequent Reassessment of Lease Term....cccooiininiiinmnn s, 239

510 Lessee’s Right-of-Use Model versus Lessor’s Risks and Rewards Model..........ccovviecnnnns 240
511 TINPACT ASSESSITIETIE ... vvvoerscececiiiaiaiie et ettt s e bbb s 243
5.12  Implications on Current Practice and ConCIUSIONS .....cccuvimiiimmn e 243
Chapter 6: Lessee ACCOUNTING.cuvrirmersrrsessrsmmasassssesssssessesissssasssessssssssssassnssssssstssnssssssstssasessssssscssssssssassnssass 245
6.1 Introduction — Right-0f-Use Model ........ocooriiiiiicee s 245
6.2 RECOZMIION PHNCIPIES 1.vutvirieiceciieci ittt 245
6.3 Initial Measurement of the Right-0f-Use ASSel ... 245
6.4 Initial Measurement of the Lease Liability .....ocoveereiiienioniiiieie e 247
6.4.1 Hire-purchase COMITACTS .c...viuimimimeitsess s 248

5.4.2  Conventional Leases of Equipment and Machinery ... 250

6.4.3 Leases of Lands and Buildings ..o srsesssressasseanssmsssnsmssnssgs sss s sosensss 251

% Determining the Lease Payments. ... 254
6.5.1  In-substance Fixed Payments........oiveiimiiiiiioi it nsa s ssns s 254

6.5.2  Inflation-related Variable PAYMENtS ........cccoiiiimiiiimimicciisiinc s 256

6.5.3  Other Variable PayIMEnts ... coveeiieoiiiieii et smess st 258

6.6 Subsequent Measurement of the Right-0f-Use ASSEL........oovmiiiiiiiiii s, 259
6.6.1  Depreciated Cost MOGel. ... 259

6.6.2  Options for Other Measurement Models..........cooei e 259

6.6.2.1 Right-of-Use Asset is an Investment Property.......ccocooveciininiinn 259

6.6.2.2  Right-of-Use Asset is a Class of PPE ... 260

6.6.2.3 Leases of Land Classified as INVENTOIY «....coovveeiireiciciic i 261

6.7 Subsequent Measurement of the Lease Liability ... 261
6.8 Recognition and Measurement of EXPENSES ...ciivieenicnneriiisss s 261
6.9 Reassessment of the Lease LIability ...cccoovriviiinmmniiieim e ees et assssssnssss s sssssnssenasass 262
6.9.1  Changes in Lease Term and Option to PUrchase ... 263

6.9.2  Changes in Residual Value Guarantee and Inflation-related Index or Rate...........cc..co.... 265

I 1 a1 AL L LT — 267
6.10.1 Modification i 8 NEeW LEase.....ccveecrreicroiiminiiniiimmsiiiinsiessss st ssie s tsresasmasesesnas 267

6.10.2 Modification is a Change to Existing Lease.........c.ccin, 268

A Comprehensive Guide to IFRS 15 and IFRS 16




| 3

XVi Table of Contents Table of Contents Xvii
6.11 Exemptions for Short-term Leases and LOW-Valug ASSELS .........ocommurnennissccmmmimninmmrcssesssasssssenes 268 7.3.10 Lease Receivable Classified as Held for Sale .........ooovrumiicrinninimmnininsnesesisissenns 313
6.11.1  SHOTE-LEIIIN LEASES . cueeiiiuiiiieeee ettt ettt sa et eseeeseen e ee e e e e eneesne s 269 AT ToBass NIGHTCHLIONLS coriss o vesiistomsrs s suvisuns oo s i i s aasies s s s a s 313
e o L T T LS 269 73.11.1  Modified Lease is an Operating Lease..........coooooiiiinn 313
6.12  Presentation Requirements For LeSSEEs......coiiiiiiiiiiiiiiree e eeseseeeseeeeaseee e senees s s s s, 269 73.11.2  Modified Lease Remains as Finance Lease ... 314
6.13  Disclosure Requirements fOr LESSEES c..ov.vveooeoe oo 270 7.4 OIPBIALIE LiSBEEE covscvavecssssisssssssssmintsmais tobmeress sonsens esmrsms soxsnsss s s AR 48R ST AT RS ST AR 2 S 33
6.14  Tax Treatments and Tax Effects of Lease ATTANZEMENIS ... .....ovvvvvvoeoooeeoeoeeooeeeoeeeooeooeoeooeon! 273 7.4.1  Recognition and MeaSUrBIMEL. .........cocviiiviirmrrimieissseisisssses st 315
6.14.1  PPE under Hire-purchase PLANS ........oooovovvoooeoeoeoeeoeeoeoeoeoeoeoeeoeooeoeooe 274 7411 Lease INCOME ..ottt os st st bt bbb s sannes 315
6.14.1.1  Capital Allowance Restriction on Motor Vehicles ... 277 74.1.2 A Class of PPE under Operating Lease.........cooovvomninmiiiiin 317
6. I 4.2 Tax Eﬂ\ects Of Operﬂtlng Lease Anangements ............................................................... 280 7'4' 1 '3 Manut‘aCturel_ Or Dea]er in an Operati]]g Lease ............................................. 3] 7
6.142.1 Lessee in an Operating Lease in the Current TAS 17 - | 742  Lease MoifICatiONS ..o ioreeeeeieissrrire e e e e siceseesse s enesmassesa e sbesaassasssse s s ssnsssn st 317
6.14.3  PPE under Finance Lease ATTangements ..........o..ovvovovovooeeoeoooeooeooeoeoeeoseoeeeeoeeoeoeo 281 T Bl PIOEBIIEETON usssvisessors sonsvavasnossssssnssos s s5aimmi s s st s vassss 4o o ons s R A A S A BRI SR TR0 317
6.14.3.1 Lessee in a Finance Lease ... 281 | 76 Disclosures Tar both Finance and Operating Leases of Lessors ... 21 i)
6.14.4 Leases with a Purchase Option that are Deemed as & Sale ..........ooooooooovor 87 7.6.1 _(CWisclosures for FINANEE LBASES ..ooooc it s sssansesssss seosesnssussssssesianssnsssasssnsanes 318
7.6:2 " Disclosures for Operating Leases. ..ot 319
Chapter 7: Lessor ACCOUNTING ....vovevverencerssrenensesessssenosansnenas 291 i
S T 7.6.21  Clagges of Underlying ASSEES. . o ssmmmssorens sossosssssssssssasennoss 319
7:l Introduction ...........cooovveiiiiiiic i
- Clamiatior e 291 L Tax Treatments and Tax BFect 0F LESSOTS ....occiiiiiiircriitiieseisee i srs s 320
: ti
. e gt o OO 291 771 Lessor ifi @0 OPETAING TBASE . cuvosrmesvitstiivn sivimsmissermmisnssimn ssmssis st it o v 320
13 FINANCE LEASES ..ovvvviveieeeiistri it s 292 N 772 Lessorin a FINANCE LBASE ...ovoiioeeieeee et sstn et esae e e s enne s b e e sra e aees 321
73.1  RecOgnition and MeasUrement. ...............oveereveororooooooooooeoeoeoeoeoooeoeoeoeoooooo 292 ! 7721 Hire-Purchase FINANCIIE. .....oovorssssevseeesesssssessesesssssesereeeemesseesssesssssssesssseses 321
13.1.1 Initial Measurement .............oooooeeeo oo 263 7.7.22 Straight Finance Leases of EQUIPMENT ..o 321
7.3.1.1.1  The lease paymMents ........o.oooovee oot S 293 7723 Leases with a Purchase Option that are Deemed as a Sale.......cooooiii, 323
7.3.1.1.2  The unguaranteed residual value ................o.oocoovorvorrsfo b, 293 7.7.2.3.1 Property Developer’s Lease of Building Unit
7312  Subsequent MEASUIEMIENt .ooooo..ooooooooooooooooooooo - with Purchase Option ... s sessnaes 323
732 Hire-purchase FINancing ..............o.ooooo oo S04 7.7.2.3.2  Other Lessor’s Lease of Building with Purchase Option............. 323
733 Rental Of EQUIDIIEIIE cooooooooooooooooeeooeoeeoeoeoeoeoeoeoeoeoeoeoeoee i 7.7.2.3.3 Lease of equipment with purchase option ........coinnienns 325
734  Special Purpose Financing EOtity ..........oooooveoreoooooooeoooeooeoo, 299 Chapter 8: Sale and Leaseback Arrangements, Sublease Arrangements, Other
i P A e s Issues AN THANSITIOM c.ecrrerrererserorosocsrsnssssttssisesssssssessssresasssssssnssssnssnssssassnssssassnssesssssans 329
7.3.5  Other Contracts that Contain a Right to Use an ASSet ...........coooovoveverrveoon, 300 :
""""" 8.1 D D O 0T cv v s ssses e st S st e s g e OB A s v DD
T:3.5.1 Property OWNer LeSSOTS....cuveoreie e, 300
"""""" 82 Sale and Leasehackt ATTATBEIIGITS . vvoyens sssse-es siss 55 s5s515s 07553 b s S oS04 d s Tuss it s ek ssass DU
7.3.5.2 Infrastructure OWNer LESSOTS .......oooviuieeceieceeeieeeee e evssessesans 302 :
"""""" 8.2.1 Requiretnents'in the CUrfeRt TAS 17 . iminvassmisosssssassrissss s I4?
736 Complex AMTangements...........oceririverroeseeeeeeeeeseesesesesessesssesessesenne 304
"""""""""""""" 82.1.1 Sale atid Leaseback is'd Fitiance Lease. ..o asssosors 09
7.3.7  Manufacturer or Dealer DesSOIS. ........oovvivivirereieseeeeee e seeeeneee oo 3006
et p e s mim— pa B L EE 8.2.1.2 Sale and Leaseback is an Operating Lease ..........ccocviiiiniininnieniiiniciane 331
73.7.1 Determining the Profit Elements.............oooocuvieeieieeeeeeeeeees e 306 ; :
e 822  Requitemenits in IFRS 16. ..t sessssonsssnsasasmntsssssssssssassryenss 333
7.3.7.2  When Artificially Low Rate of Interest is Quoted ............o..oooooveevereernn, 308 ' % i
. ) 3.2.2.1 Assessing whether the Transfer of the Assetis a Sale ..., 334
7.3.8  Impairment ReqUITEMENt ............cocoocovoivoieiioeeeioeeeeeeeee e 309
"""""""""""" 82.2.2  Transfer of the ASSEt is 8 SALE.......ccoooeoeiiioieieisiee et eiaras 330
7.3.9  REASSESSMENT.......coiriiieeeieeseceitce e 310
"""""""""""""""""""" 8.2.2.3 Transfer of the Asset 18 NOt @ SAle......voeieoceecniies s eciseasseieresnseesneess 337

2018 Commerce Clearing House (Malaysia) Sdn Bhd A Comprehensive Guide to IFRS 15 and IFRS 16




xviii

83

8.4

8.5

8.6

8.7
8.7

Sublease ATTANZEMENILS ........c.oviiriiiiieiitaieie et es s eses e s ses e ees e eneeesseseeeeeeeeneseserens 33%
8.3.1 Sublease that is a Finance Lease to an Intermediate LeSSOT ..........ovovoveveereeereeeenn 338
83.2  Sublease that is an Operating Lease to an Intermediate Lessor.......covvvveevvvrevessarennns 340
8.3.3  Sale, Leaseback and Sublease ATangements.........cc.cevovuevivivovisieresse s seeeeeeeseseseseenens. 341
Intragronp: Leas e ATTATBRIMBINS s s st seveas s TR e e S e e 345
8.4.1 Inttacroup licases Ol Tants. o st sanssmpmnis s e e 345

8.4.1.1 Treated as a Finance Lease by LesSOr........ocooiviviereeseiseeees e 345

84.1.2  Treated as Operating Lease by Lessor ..oovviiiiiiieeieveieeeeeeee oo 346
8.4.2  Different Functions or Uses of Intragroup Leased PIOperty .......ooovevceeeieeeeeovereeeeennn. 347
8.4.3  Intragroup Leases of Equipment and VEhiClES......cococo.oovovoeeeeeecceeeee oo s eeer e 348

8.4.3.1 Treated as a Finance Lease DY LeSSOT........cuvuveviceiieeieeeeeee e ee s 348

8.43.2  Treated as an Operating Lease by Lessor ... . oo 350
Leases that are Government Grants and Assistance............... D SR 350
8.5.1  Lease of State Land for Aquaculture Farming £ .......ccoovvovvrmemesseareeeeeeeeeee e, 350
8.5.2  Lease of Forest Reserve in Timber Extraction, Cultivation and Rehabilitation .......... 351
8.53  Right to Use Water Resource of State RIUVET ....o.veeeeiieececeeee oo, 352
Effective Date and TranSHIONS .......o.ov i 50ttt ees et e e e s st 352
8.6.1  Definition 0f @ LEASE ....ocvveeee bttt 352
Bu0.2  LESBEEE tiiiiiininiscrerruencreresc A vreerersresssnsnsnssarasssasnssesssisessassssssorsnsntnentesat o smesssses s e s ense s 353

8.6.2.1 Leases praviously classified as operating [€aSeS...........coocc.oovivovoiiicsivieenenn. 353

8.6.2.2  Leasespreviously classified as finance 1828es .......ocoeeeereevvovoeieeeeeroe, 356

8.6.2.3 DRIITIUIE isic0mti oo e s T4 00 £ 188 88 A AR S A A 356
e I 1T, N 357
8.6.4  Sale and Leaseback Transactions before the Date of Initial Application......................... 358
8.6.5  Amounts Previously Recognised in Respect of Business Combinations......................... 358
Appendix — A Case on Lease ACCOUNTINE .........ooiieimiiieceeieeeeo oo oo 358
FEUABX ..ottt ettt ettt et er et eree et 363

2018 Commerce Clearing House (Malaysia) Sdn Bhd




