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IMPROVEMENT OF ACCOUNTING
FOR LEASING OPERATIONS UNDER (IFRS) 16

Abstract. The authors of the article investigated the method of accounting leasing operations, prescribed by
domestic regulatory documents and international standards of financial reporting. The conducted research showed
the existence of serious differences in the accounting interpretation, in particular, "General provisions"; "Assessment
of leased property"; "Depreciation of leased property"; "Accounting for leasing payments"; "Accounting for costs
when repairing leased property"; "Disposal of leased property"; "Disclosure of information on leasing in financial
statements". The definitions of the entire complex of leasing relations, given in the domestic accounting system and
foreign countries, differ in connection with the absence of regulatory documents, and therefore it is proposed to
introduce the internal Regulation "Accounting for leasing transactions”, which will increase the transparency of
leasing accounting and will improve the regulatory and legislative base in parts of leasing operations.
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Introduction. 1994 was the starting point for the broad development of leasing infrastructure.
Leasing companies began to be intensively established in the country. This was a consequence of the
policy of favoring development of leasing, declared by the Government of the Republic of Kazakhstan.
This was reflected in the set of normative acts that provide all kinds of benefits to the subjects of leasing
relationships.

To date, there are a number of problems in Kazakhstan that negatively affect both the development of
domestic leasing and the implementation of the most important state programs in the field of small
business development. For example, Kazakhstan tax legislation lacks incentives for depreciation of leased
assets, which reduces the economic efficiency of leasing in comparison with other forms of property
acquisition. The issue of accelerated depreciation for tax purposes is very important for the formation of
the leasing market.

Methods of research. The methodological basis of the study was the scientific works of domestic.
The methodological basis of the study was the scientific works of domestic and foreign scientists in the
field of constitutional, criminal, criminal procedure and international law. As methods, general and
particular methods were applied, including system-legal, historical-legal and other, system analysis of the
phenomena and results studied. In the process of work, a set of methods of economic and statistical
analysis, methods of synthesis and analysis of economic information were applied. Also in our study, the
modern concepts of various schools of financial management were applied. As a basis for optimization of
the current activities of the enterprise, the limit analysis methodology .

Results. An example of this is the countries of Europe and the United States, where leasing was
viewed as a highly effective financial mechanism in the 1950s due to the introduction of accelerated
depreciation for tax purposes. In Russia, the leasing sector also began to develop rapidly after the
application of accelerated depreciation of leased property with a coefficient of 3. Another problem in the
implementation of a number of leasing transactions (for example, international or return leases) is a double
taxation of the subject of leasing in terms of VAT. It lays a heavy burden on the lessee, increasing the
value of the leased asset by 32%, which, naturally, does not stimulate the development of small and
medium-sized businesses in the country.

Summarizing the experience of Western European countries and the United States, we can draw the
following conclusions:

- in the main, leasing operations are carried out not by commercial banks, but by specialized
companics;
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- The developed market of leasing services strengthens the production sector of the economy, creating
conditions for the accelerated development of strategically important industries, stimulating the inflow of
capital into the production sphere;

- There is a presence of certain tax incentives aimed at developing leasing relations that stimulate
production growth. An analysis of foreign experience in the development of leasing allows us to identify
the basic conditions necessary for leasing to actually influence the activation of investment processes in
the economy, to which the following elements can be attributed:

- legal framework;

- normative base;

- tax treatment of leasing transactions;

- Accounting of leasing operations.

Analysis of international experience shows that the leasing services market can not develop
effectively without a legal framework that defines the basic principles of leasing activities. The leasing
legislation should define the structure of the leasing transaction, involving the participation of three
entities, and the rights and duties of each of them should be spelled out. In the event of a bankruptcy of the
lessee, the law should protect the lessor's ownership rights to the leased property from claims against him
by the other creditors of the lessee company. Since leasing property, in fact, is a security for the
transaction, leasing legislation should guarantee the right of the lessor to withdraw the subject of leasing in
the event that the lessee fails to fulfill its payment obligations. International experience, however, shows
that the legislative consolidation of the lessor's right to seize leased property is not enough, this right must
be backed up by the executive system. For example, the legislation of some countries recognizes the right
of the lessor to indisputably withdraw the subject of leasing in the event of non-fulfillment of payment
obligations by the lessee, but in practice, the return of leased property is extremely difficult, or simply
unworkable. Therefore, the legally fixed ownership of the lessor for leasing before the end of the leasing
agreement must be clearly enforced.

The new leasing accounting standard IFRS 16 Lease has made fundamental changes to the accounting
for leases in Kazakhstan and can have a significant impact on the business. Almost all leases will be
recognized in the balance sheet by reflecting the asset that is the right to use and the financial liability. The
amortization of an asset that is a right to use and the accumulation of interest on a financial liability are
likely to result in an increase in the amount of expenses recognized in profit or loss during the first years
of the lease. All this will affect the key accounting indicators, and therefore it will be necessary to clearly
and clearly explain to the stakeholders that this result is due to the impact of the changes that have
occurred.

In leasing operations, most organizations in the real estate sector will act as lessors. The appearance
of the new standard has practically not changed the accounting procedure for landlords, but will have a
significant impact on the customer base of the industry, that is, tenants. For example, one of the sectors for
which the new standard will have the most noticeable influence is likely to be the retail sector, as it has a
high volume of leased premises used to store stores. The PwC Global Rental Lease Study, published in
February 2016, notes that retail stores will increase the median debt ratio by 98% (due to recognition of
lease obligations), and the median EBITDA will increase by 41% (due to the exclusion of all rental costs).
In a broader context, real estate rental for retail and commercial property rentals may have a number of
common characteristics, such as the possibility of extending the lease and variable rental payments.
Historically, leaseholders accounted for such a lease as an operating lease, reflecting lease payments as
operating expenses by a straight-line method, without any significant impact on the balance sheet. The
new lease accounting standard will have an impact not only on the balance sheet of the tenants, but also on
operating expenses, which should now be divided into operating and financial costs. From the perspective
of the lessor, it is important to understand the impact of all these changes on tenants, since they can affect
the behavior of market participants who will prefer short-term leases or leases with more flexible
conditions for different types of contingent payments in order to reduce the amount recognized as a
liability for renting.

The standard applies to all leases, except for exploration rights for non-renewable resources; rights
under the license agreements; lease of biological assets and concession agreements on the provision of
services. For landlords, the granted licenses for intellectual property are excluded from the scope of IFRS
16, and tenants are not required to apply IFRS 16 to certain rights owned by them in accordance with
license agreements.
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In accordance with the rules of accounting, the subject of leasing can be recorded on the lessor's
balance sheet, the owner of the asset remains with the lessor, who is carrying out depreciation of the
asset's value.

Therefore, in this case the lessor considered these assets as being in the operating lease, and the lessee
as the tenant. This accounting method is inconsistent with IFRS.

The lease was defined as a finance lease, and not as an operating lease. In this case, in connection
with the lease, all risks and rewards incident to ownership of the asset were transferred to the lessee.

Besides:

» Under the lease agreement, the right to own the asset passes to the lessee at the end of the lease
term;

» The lessee has the right to purchase the asset at an attractive price;

* The lease term includes the majority of the asset's life.

* The present value of the minimum lease payments is basically the entire fair value of the leased
assct.

» Leased assets have such specific characteristics that only the tenant can use them without serious
modification.

It is necessary to solve the problem as follows:

* Analyzed the lease.

* I discussed with the accountants alternative methods of accounting and the principle of the
predominance of the entity over the form.

» Carried out an analysis of existing accounting policies and accounting practices.

* Provided recommendations on an alternative method for accounting for leased assets.

» Explained to the accountants of the landlord company about the benefits of this new method.

It is necessary to take into account equipment as an asset and make appropriate depreciation charges.
The landlord must do the following:

1. Set the value of the asset, including the initial direct costs - it was known.

2. Calculate the useful life of the asset - presumably, 4 years.

3. Select the depreciation method and make accruals during the useful life of the asset.

4. To allocate capital and percentage components from all sum of leasing payments - it as was known.

5. Make a schedule of payments broken down by principal and interest - this was established.

6. Calculate payments for the principal amount during the first year. They should be reflected as
short-term liabilities.

7. Calculate and display the remaining principal payments as long-term liabilities.

Conclusions. Thus, if we do not follow such a complicated procedure, and in connection with the
lack of regulatory documents, we propose to introduce an internal Regulation "Accounting for leasing
transactions”, which will increase the transparency of leasing accounting and will improve the regulatory
and legislative framework in terms of leasing operations. The Regulations contain the following sections:
"General Provisions"; "Assessment of leased property"”; "Depreciation of leased property"”; "Accounting
for leasing payments"; "Accounting for costs when repairing leased property"; "Disposal of leased
property"; "Disclosure of information on leasing in financial statements". The conducted research showed
the existence of serious differences in the accounting interpretation of the entire complex of leasing
relations, given in the domestic accounting system and foreign countries.

Many auditors believe that, for all the shortcomings of the imposition of IFRS on our legislation, the
tax base of Kazakhstan should be based, nevertheless, on international standards. Ideally, perhaps, it
would be to create a separate accounting accounting from tax accounting, but taking into account the
experience of the Big Four, it is hardly possible to completely abandon accounting as such. Therefore, for
today, it seems to me, it would be of fundamental importance to take existing accounting and, on its basis,
minimize differences, otherwise it will be very difficult to envisage any trends that are taking place on the
market today. After all, the more Kazakhstan integrates into the world economy, the more questions will
arise in our country. Therefore, I am of the opinion that the tax base in our country should be based on
international financial reporting standards.
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3.M. llaykepoBa, A.A. bBynamesa, 1. M. Hypneucosa
C.Ceitymmm atpmgarsl Kazak arpoTeXHUKaTbIK YHIBEPCUTETI

16 KEXC (IFRS) BOMBIHITIA JIN3UHI TIK OITEPAITASIIAP BOMBIHIIIA
ECEIIKE AJIY bl KKETULAIPY

AHHoOTAIUs. ABTOpIap IIMIKI epekenepre oHe XalbIKapalblK OyXIalTeplliK ecell cTaHJapTTapblHa CoHKec IJM3UHITIK
olieparysuIappl ecellke aly 9Jici, 3epTTelreH. 3epriey, arall aiTkaHjia, «JKamibl epesxenepy OyXralTeplik emjey eneyii
afpIpMaIIBUIBIKTAap OapblH KepceTTi, «JKamra anblHFaH MYTIKTI Oaranay», «JKaifa alblHFaH aKTHUBTEP/H aMOPTH3AIASICHDY,
«JIm3uHr TemeMepiH ecerke any»; «JKamra anbIHFaH MYIIKTI KeHeYy KYHBI OyXraiTepiik ecerny, «JKaiara ambHFaH MYIIKTL
Kooy, «KapKpl ecenTilriHAe MU3UHT Typaibl aKapaTThl alllbll KepceTy». JTH3UHI €CElKe AallIbIKTBEBIH apTTbIpajbl KoHE
HOPMATHBTIK KoHE 3aHHAMAaNbIK Oa3aHbl jKakcapTyra MYMKIHJIK Oepefi, 01 «JIM3MHITIK orleparsuiap OOMbIHINA ecelke aly)
GalTaHbICTHL epeskeniepre GonMayblHa GOl YITTHIK OyXTalTepiiK ecell KYMeciHiH >KoHe MIeT ejjiepie JKeTerl JM3UHTTIK
KaThIHACTAP/IBIH OYKLUT KeleHIH AHBIKTaMalap, JKoHe, JeMeK, iIMKi KaFJaiabl eHT13y/[l YCHIH/BI, TU3UHITIK Oleparsuiap by
GeImKTepi.

Tyiiin coe3mep: mnunr, XKEC, GyxranTepiik ecel, omepariys, Kalfa aTblHFaH MYTIKTIH aMOPTH3AISICH, JKallFa alTbIHFaH
MYIIIKTI caty

YK 657.1
3.M. llaykepoBa, A.A. byinamesa, 1. M. Hypneucosa

Kazaxckoro arporexHuueckoro yausepeutera umenu C.Celdymmna
COBEPIIEHCTBOBAHUE YYETA JIM3UHI OBBIX OIEPAITAIL B COOTBETCTBHM C MC®O (IFRS) 16

AHHOTaIUs. ABTOpaMHM CTaThu OBDIa HCCIENOBaHA METOJWKA YueTa JIM3WHTOBBIX OIepariyif, IMpechiBacMon
OTEUCCTBEHHHIMA HOPMATHBHBIMH JOKYMEHTaMHU W MEXAYHApOJHBIMU cTaHAapTaMul (puHAHCOBOW oTdeTHOCTH. lIpoBeneHHOE
HCCIIeIOBAHME TIOKA3aI0 CYITIECTBOBAHNE CEPhE3HBIX PATUUIMA B OyXTalTepcKoil TPaKTOBKE, B HACTHOCTH, « OGIIIHE MTOTOKESHISDY,
«OT1eHKa TU3UHTOBOTO MIMYITIECTBA», « AMOPTH3AIS TM3UHTOBOTO UMYIIECTBAY;, « YUeT JIM3UHTOBBIX IIaTexkeid, « Yuer 3arpaT
TpU PEMOHTE ITU3HMHTOBOTO WMYIIIECTBa», «BBIOBITHE IM3WHTOBOTO WMYIECTBay, «PackpriTiie WHpOpMAIMU O JTH3UHTE B
GyXrantepckoit oTueTHOCTIY . OmpeIeNieHrs BCero KOMITIEKCa TN3HHTOBBIX OTHOIIEHIUH, TIPUBOIUMON B OTEUECTBEHHOM CHCTEME
yueTa 1 3apyOeskHBIX CTpaHax, PasHSIThCS B CBS3U C OTCYTCTBHEM PETIIAMEHTHPYIONIUX JOKYMEHTOB, B CBSI3U € UeM IIPEIOKEHO
BHEIPUTH BHyTpeHHee [lomoxkenre « YUeT TM3HHTOBBIX OIepariuiny, KOTOPOe TIOBBICUT MPO3PAvHOCTD YieTa JIM3UHTa U TIO3BOIUT
COBEPINICHCTBOBATH HOPMATHUBHO-3aKOHOAATENBLHYIO Ga3y B HACTH JTM3UHTOBBIX OTIeparTiii.

KiroueBsble cioBa: musuar, MCOO, yuer, onepaiiy, aMOPTU3aIMsl JTU3HHIOBOTO HMMYINECTBA, BHIOBITHE JIU3UHTOBOTO
UMY TIIECTBA.

Cgeenns 00 aBTopax:

IMayxepoBa 3uHa MakbllieBHa - KaHM/IaT 3KOHOMUUYECKUX HAyK, CTapIMii IIperojaBaTels Kadeapsl ydera U ayura
Kazaxckoro arporexumdeckoro yauBepcutera nMenu C.Cetdymmma r. ActaHa.

bynareBa AbHyp AfirGaeBHa - KaH/M/aT SKOHOMHYECKUX HayK, CTapIIMi IIperiojiaBarens kadeapbl yueTa M ay/uTa
Kazaxckoro arporexumdeckoro yauBepceutera mvenu C.Cefidynmima r.Acrana.

Hypriencoa Jluna MakcaToBHa - MarucTp SKOHOMHUYECKHMX HayK, acCHCTEHT Kadeaphl yuera U ayjaura Kasaxckoro
arpoTexHuuIeckoro yHusepceutera umenu C.Celdyirmaa r.ActaHa.
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