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How to account for lease arrangements under AASB 16 

 
1. inter-governmental leases* 
2. short term lease (12 month or less) 
3. lease of low-value assets ($10 000 or less, when new) 
4. lease of other intangible assets (example, computer software programs) 
 
*Exemption does not apply where the lessee is a government business division (GBD) 

Yes 

LESSEE 
 

Refer to the appropriate party for additional steps 

No 

LESSOR 
A person who leases or lets a property to another (landlord). 

 

Refer to Appendix A Lease identification decision tree flowchart to 
determine if a contract contains a lease arrangement. 

Outside scope of AASB 16 and  
Treasurer’s Direction  

 

1. exploration leases for minerals, oils, natural gas 
2. biological assets 
3. service concession arrangements 
4. licenses of intellectual property granted by a lessor 
5. rights held by a lessee under licensing agreements, for example 

motion picture films, video recordings, plays, manuscripts, patents 
and copyrights 

Does the contract relate to any  
of the following: 

 

Finance lease Operating lease 
 

1. DR Lease receivables  

2. CR Property, Plant and Equipment 

 

Finance leases are a type of lease where the lessor transfers all the risks and rewards associated with the 
asset to the lessee before the lease agreement expires. 

Operating leases are a type of lease where the lessor does not transfer all the risks and rewards related to 
the asset to the lessee when the lease expires. 

 

Is the lease a finance or operating lease? 

1. DR Cash/Receivables 

2. CR Lease income 

 

Does the contract contains a lease? 

No 

A person who holds the lease of a property (tenant). 

Does the lease satisfy any of the following recognition exemption? 

1. DR Right-of-use asset 

2. CR Lease liability 

 

1. DR Lease expense 

2. CR Cash/Payable 
 

No Yes 
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