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leases (by volume and/or
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coverad by each of the
exceptions.

(iiy indicate the proportion of your

2 | fyou are a preparer, Which

approach to transition do you
expect {o take? | Lase 2xplaim
your reasons for this decision.

3 | Are you aware of
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EFRAG is interested in
understanding whether leases of 0g 18
intangible assets (other than rights
held by a lessee under licensing
agreements within the scope of
IAS 38) are common. Do you have
any information or evidence as to
how frequently such leases of
iﬂ‘tangibia assets arise in praciice?
so, please provide information
about the types of intangibie
asseis that ars subject (o ieases
and the significance in operating
and monetary terms
Appendix 3

5 | Do you have any commenis onthe | 18
comparison of IFRS 16 with pg 48
IAS 177

5 Do you have any Views or 34 L ease obligations on beiancle.shg.et ;.nd the snhanced
Lo . e - d&sctosure package will significantly improve
information on how IFR3 16 can pg 52 cornparability of compani ies irr espective of their financing
bee DGCled to affect the structure and lease vs buy decision
bhehaviour of investors and/or There will be further adjustments nesded for @ minority of |
!gnders?}f SO, dO. you have any ;?Sc;j:i(i;esh’o’fzsmrl::isau. ;ns -otc}‘ in order o capture i;g‘j\ ‘
views or information on whether true leverage and risk in the business. But the starting
and how IFRS 18 could, for point will be better and the disclosure will make
European companies that apply adjustiments More acourate.

FRS, positively or negatively
affect:
(iy the overall cost of capital; e
50
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(i) access to finance and cost of

credit?
Please provide any available
avidence.
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After
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Comments

(ii) reduce their use of leases
without a corresponding
increase in purchases of
assets;

As above

(iii) seek to change the terms of
new or existing leases?

It is possible that a greater focus on leases by boards
may lead {o a review of how to optimize lease terms and
therefore it is to be encouraged. Again structuring of
terms to get a particular treatment is to be discouraged.

Please provide any available
evidence.

Do you have any additional
information or views on how the
endorsement of [FRS 16 can be
expected to affect the leasing
industry in Europe? EFRAG is
particularly looking for views from
the leasing industry.

44
pg 54

Please provide any available
evidence.

Do you have any information or
views on how the endorsement of
IFRS 16 can be expected to affect
SMEs in Europe?

48
pg 55

Please provide any available
evidence.

10

Do you have any information or
views on whether IFRS 16 is likely
to endanger financial stability in
Europe?

49
pg 56

Presenting leases on balance sheet should reduce risk in
the financial system over a cycle as it will be easier to
monitor risk in the system and manage it. There is some
chance, however, that if this is done when liabilities have
already built up and then we enter a recession, it is
possible that there might be greater economic volatility.
This is not a reason to defer or avoid recognition.

Please provide any available
evidence.

11

What is your view on the relative
costs of applying IFRS 16 and US
GAAP? Do you have any other
views as to the advantages or
disadvantages of IFRS 16
compared to US GAAP?

66
pg 59

Please provide any available
evidence

12

What is your view on the one-off
and ongoing costs for preparers?
(Please indicate whether you are
(a) a lessee; (b) a lessor; (c) both
a lessee and a lessor or (d) neither
a lessee nor a lessor).

115
pg 65

Will preparers that already report
finance leases have lower costs




Question After | Comments
para
than preparers without finance
leases?
Please provide any evidence you
have on the expected magnitude
of the costs.
13 | If you are a user, are you aware of 118 | We are unlikely to incur any extra costs as we already
. e attempt to adjust for material leases and as such we
?ny QQStS in addition ’_CO those pg 66 should see a reduction in time taken to make the
identified by EFRAG in paragraphs adjustments as the disclosure is improved. We will be
118 to 118 of Appendix 37 Please able to make fewer estimates {(guesses) presented with
P . S factual and consistent information. We therefore
quant'fy if possxble and prowde anticipate that we should be able to improve our
any available evidence. company assessment and enhance capital allocation -
when taken together with other users one would hope
that the capital markets overall will be more efficient to
the good of all participants.
14 | If a lessee has to develop new 128
systems to support the accounting | pg 67
for leases, to what extent do you,
as a lessee, expect internal
benefits from the information
provided by the new information?
Please quantify to the extent
possible.
15 | Do you agree with the benefits for Note my answer to 13 which highlights some overall
. o benefits to the system.
users and preparers identified
above? Are there any additional
benefits for users and preparers?
Please provide any available
evidence.
And finally ...
16 | Are there any issues that have not | pg 69

been raised in this Preliminary
Consulitation Document that
should be considered by EFRAG?
Please explain your view.




