
MASB 10 Leases 
 
MASB 10 Leases, classifies leases as either a finance lease or an operating lease and prescribes, 
for lessees and lessors, the appropriate accounting policies and disclosures to apply in relation to 
finance and operating leases. MASB 10 supersedes MASB Approved Accounting Standard IAS 
17, Accounting for Leases adopted previously by the MASB. 
 
Highlights:  

 

 

1. MASB 10 applies in accounting for all leases other than lease agreements to explore for 
or use natural resources and other mineral rights and licensing agreements, such as motion 
picture firms, video recordings, plays, manuscripts, patents and copyrights. This Standard 
does not deal with Islamic leases. 

 

 

2. MASB 10 defines finance leases as those that transfer substantially, all risks and rewards 
incidental to ownership of the leased asset to the lessee. All other leases are operating 
leases. This definition is premised on the substance of the transaction as opposed to the 
form that a lease contract may take. 

 

 

3. The criteria used to classify leases, amongst others, are based upon the concept of 
economic life rather than the useful life of the asset to the business. This acknowledges 
that an asset may have more than one user over its economic life. 

 

 

4. Lessees  

A lessee should capitalise a finance lease at the lower of the fair value and the present 
value of the minimum lease payments. MASB 10 requires that rental payments should be 
apportioned between a reduction of the outstanding liability and a finance charge 
designed to reduce in line with the liability. 

MASB 10 prescribes that the lessee should calculate depreciation on leased assets using 
useful life, unless there is no reasonable certainty of eventual ownership. In the latter case, 
the shorter of useful life and lease term should be used. 

In the case of operating lease payments, MASB 10 requires that the lessee should expense 
such amounts on a straight-line basis over the lease term unless another systematic basis 
is representative of the time pattern of the user's benefit. 

 

 

5. Lessors  

In the case of lessors, MASB 10 prescribes that the finance leases should be recorded as a 
receivable at an amount equal to the net investment in the lease. The finance income 
should be recognised on the basis of a constant periodic rate of return on the lessor's net 
investment outstanding in respect of the finance lease. 



Lessors should present assets subject to operating leases in their balance sheets according 
to the nature of the assets. Income from operating leases should be recognised on a 
straight-line basis over the lease term, unless another systematic basis is more 
representative of the time pattern in which use benefit derived from the leased asset is 
diminished. 

The depreciation of the lease assets should be on a basis consistent with the lessor's 
normal depreciation policy for similar assets. 

 

 

6. MASB 10 prescribes that where a sale and leaseback results in a finance lease, any excess 
of sale proceeds over carrying amount should be deferred and amortised over the lease 
term. Guidance is also provided in the case where a sale and leaseback results in an 
operating lease. 

 

 

7. The disclosure requirements for both lessees and lessors under each classification, i.e., as 
finance lease or operating lease is provided in MASB 10. 
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