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Topic 842 Lease

ASC 842-10-25-2 18

A lessee shall classify a lease as a finance lease and a lessor shall
classify a lease as a sales—type lease when the lease meets any of the
following criteria at lease commencement:

a The lease transfers ownership of the underlying asset to the lessee by
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the end of the lease term.

b The lease grants the lessee an option to purchase the underlying asset
that the lessee is reasonably certain to exercise.

¢ The lease term is for the major part of the remaining economic life of
the underlying asset. However, if the commencement date falls at or
near the end of the economic life of the underlying asset, this
criterion shall not be used for purposes of classifying the lease

d The present value of the sum of the lease payments and any residual
value guaranteed by the lessee that is not already reflected in the
lease payments in accordance with paragraph 842-10-30-5(f) equals or
exceeds substantially all of the fair value of the underlying asset

e The underlying asset is of such a specialized nature that it is
expected to have no alternative use to the lessor at the end of the

lease term.
ASC 842-20-50-4 18

For each period presented in the financial statements, a lessee shall
disclose the following amounts relating to a lessee’ s total lease cost,
which includes both amounts recognized in profit or loss during the period
and any amounts capitalized as part of the cost of another asset in
accordance with other Topics, and the cash flows arising from lease

transactions:
()

f Net gain or loss recognized from sale and leaseback transactions in

accordance with paragraph 842-40-25-4.
(% 1%)
ASC 842-40-25-1 B/ 5 25-5 18

25-1 An entity shall apply the following requirements in Topic 606 on
revenue from contracts with customers when determining whether the

transfer of an asset shall be accounted for as a sale of the asset:
a Paragraphs 606-10-25-1 through 25-8 on the existence of a contract

b Paragraph 606-10-25-30 on when an entity satisfies a performance
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obligation by transferring control of an asset.

25—2 The existence of a leaseback (that is, a seller—lessee’ s right to use
the underlying asset for a period of time) does not, in isolation,
prevent the buyer—lessor from obtaining control of the asset
However, the buyer—lessor is not considered to have obtained control
of the asset in accordance with the guidance on when an entity
satisfies a performance obligation by transferring control of an
asset in Topic 606 if the leaseback would be classified as a finance

lease or a sales—type lease

25-3 An option for the seller—lessee to repurchase the asset would preclude
accounting for the transfer of the asset as a sale of the asset

unless both of the following criteria are met:

a The exercise price of the option is the fair value of the asset at

the time the option is exercised.

b There are alternative assets, substantially the same as the

transferred asset, readily available in the marketplace.

25-4 If the transfer of the asset is a sale in accordance with paragraphs
842-40-25-1 through 25-3, both of the following apply:

a The seller—lessee shall:

1 Recognize the transaction price for the sale at the point in
time the buyer—lessor obtains control of the asset in accordance
with paragraph 606-10-25-30 in accordance with the guidance on
determining the transaction price in paragraphs 606-10-32-2
through 32-27

2 Derecognize the carrying amount of the underlying asset
3 Account for the lease in accordance with Subtopic 842-20.

b The buyer-lessor shall account for the purchase in accordance with

other Topics and for the lease in accordance with Subtopic 842-30.

25-5 If the transfer of the asset is not a sale in accordance with

paragraphs 842-40-25-1 through 25-3, both of the following apply:
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a The seller—lessee shall not derecognize the transferred asset and

shall account for any amounts received as a financial liability in

accordance with other Topics.

b The buyer—lessor shall not recognize the transferred asset and
shall account for the amounts paid as a receivable in accordance

with other Topics.
ASC 842-40-50-1 1A 5 50-2 1§

50-1 If a seller—lessee or a buyer—lessor enters into a sale and leaseback
transaction that is accounted for in accordance with paragraphs 842-
40-25-4 and 842-40-30-1 through 30-3, it shall provide the
disclosures required in paragraphs 842-20-50-1 through 50-10 for a
seller—lessee or paragraphs 842-30-50-1 through 50-13 for a buyer—

lessor.

50-2 In addition to the disclosures required by paragraphs 842-20-50-1
through 50-10, a seller—lessee that enters into a sale and leaseback

transaction shall disclose both of the following:
a The main terms and conditions of that transaction

b Any gains or losses arising from the transaction separately from

gains or losses on disposal of other assets

Uk
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