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On the Treatments of Initial Direct Costs of the Financing Leases
LI Cong - feng
( Accounting and Trade Department Nanjing Institute of Railway Technology Nanjing 210015 China)

Abstract: According to Accounting Standards for Enterprises No. 21—Leases the initial direct costs undertaken by

financing lease lessors are included in the account of “long — term account receivable financing lease account
receivable ”. However the initial direct costs undertaken by financing lease lessors is actually the capital expendi-
ture. The cause of capital expenditure is that financing lease lessors never yield rent revenue in the following peri—
ods. The initial direct costs are supposed to be handled as the component of financing leases assets cost instead of
credit assets. Based on this situation this paper proposes some improving suggestions on the present standards in
terms of the accounting treatments of initial direct costs of financing leases.

Key words: financing leases; initial direct costs; capital expenditure ( : )



