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Leases - Field-test

This field-test is carried out by EFRAG with ANC, DRSC, FRC and the OIC.
EFRAG staff will aggregate the results of all the questionnaires received on an anonymous basis and only a list of companies who participated in the study will be provided as an appendix. If you explicitly request it, the name of your company will not be included.

EFRAG and your National Standard Setter, if applicable, will have access to the information that you provide in response to this questionnaire. Your response will be also shared with other national standard setters participating in the exercise, the IASB and the European Commission on an anonymous basis (i.e. participants’ identity will remain confidential). 
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Background

1 In August 2010 the IASB and the FASB published jointly the first exposure draft on lease accounting. The proposed requirements would replace IAS 17. In July 2011, after a series of re-deliberation sessions, the Boards decided to issue a revised exposure draft.

2 In May 2013, the Boards published a revised Leases Exposure Draft with a 120-day comment period (in the following referred to as ‘ED’).
3 The core principle is that lessees shall recognise assets and liabilities for all leases. Entities shall assess if an agreement is or contains a lease based on the following criteria:

fulfilment of the arrangement depends on the use of an identified asset; and

the contract conveys the right to control the use of that identified asset.

4 When assessing how to account for a lease, a lessee and lessor would classify a lease as either a Type A lease (when a lessee is expected to consume more than an insignificant portion of the economic benefits embedded in the underlying asset over the lease term) or a Type B lease (when a lessee is not expected to consume more than an insignificant portion of the economic benefits embedded in the underlying asset over the lease term). 

5 For all agreements and all types of leases, except for limited exemptions, lessees will initially recognise a lease liability at present value of lease payments and a right-of-use asset for the same amount plus initial direct costs.

6 A lessee may elect, as an accounting policy, not to apply lease requirements to short-term leases. Short-term leases are leases that have a maximum term, including any option to extend, of 12 months or less. In that case, the lessee does not recognise a right-of-use and a lease liability, and only recognises the lease payments in profit and loss over the lease term.

7 For type A leases, at subsequent dates a lessee shall carry the lease liability at amortised cost and amortise the right-of-use asset according to IAS 16; for type B leases a lessee shall apply a ‘Single Lease Expense’ (SLE) approach that results in a straight-line lease expense over the lease term. 
8 The Boards in the revised exposure draft proposed a number of significant changes as compared with the ED published in 2010 including changes to accounting for lease options and for contingent payments.

9 More detailed information on the proposals is available at the EFRAG’s project page 
or IASB’s project page.
Objective of this field-test

10 EFRAG and National Standard Setters (ANC, DRSC, FRC and OIC) are performing a field-test on how the new requirements would affect the current classification and measurement of leases. This exercise is focused on the practical application of the new requirements and is not intended to gather any opinions, but solely facts and objective data. 

11 The purpose of this field-test is three fold. In the first place, we are interested in understanding the nature, terms and conditions of lease arrangements that entities currently have in use and in understanding what the implications of the proposed guidance are.
12 Secondly, we are interested in understanding if any part of the proposed guidance may create implementation or operational difficulties. This is most effectively achieved if participants:

Take the time to make themselves familiar with the content of the ED; and

Try to apply the proposals to specific arrangements.

13 Finally, we are interested in understanding the effort required to implement and apply the proposed guidance. While a precise quantification of the cost involved may be complex, entities should be able to achieve a qualitative assessment of the areas and type of cost involved.
14 However, EFRAG is also interested in your views and opinions on the ED; therefore we encourage you to submit separately a response to EFRAG’s draft comment letter on the ED. Similarly, National Standard Setters also encourage participants to submit to them separately any views and opinions as part of their due processes on their comment letters to the IASB.
What you are invited to do 

15 EFRAG and the National Standard Setters have developed this questionnaire to help facilitating the data collection effort and processing the findings. This questionnaire asks you to report on the tentative results and conclusions of your internal assessment regarding the implementation of the new requirements.

16 Please document your observations and findings in English in the sections specified. If you have any questions about how to document in this questionnaire, please contact your designated point of contact. Participants are encouraged to use their own national standard setter (as per the table below) as their designated point of contact, where possible; otherwise participants should contact the dedicated EFRAG staff.

	Country
	Contact
	Contact name
	Phone number
	E-mail address

	All countries
	EFRAG
	Robert Stojek
	+32 (0)2 210.44.00
	robert.stojek@efrag.org

	France
	ANC
	Segolene de Cailleux
	+33 (0)1 53.44.28.65
	segolene.de-cailleux@anc.gouv.fr

	Germany
	DRSC
	Hermann Kleinmanns
	+49 (0)30 20641216
	kleinmanns@drsc.de

	Italy
	OIC
	Federica Girolami
	+39 06 69766835
	fgirolami@fondazioneoic.it

	UK
	FRC
	Grant Chatterton
	+44 (0)20 7492.2426
	g.chatterton@frc.org.uk


17 Participants are asked to submit the questionnaire by 31 July to their designated point of contact.

Outline of the questionnaire

18 This questionnaire has been structured as follows: 

· Part 1 General description and information about participating company;
· Part 2 Information on selection of the tested agreements / arrangements;
· Part 3 Application of the new guidance on identification, recognition, and measurement of a lease;
· Part 4 Overall assessment – impact and cost of implementation;
· Part 5 Other relevant issues.

19 We appreciate that participants might not respond to some of the questions, because questions may not be applicable, information might not be available, the expected impact may be immaterial, or participants do not wish to answer certain questions. We ask you to respond to those questions that are applicable in your circumstances, and for which you have a reasonable approximate of the values or a range; or to indicate the reason for not responding to a question.
20 The purpose of this field test is to gain an understanding of the impact of new guidance on leases on the financial statements of reporting entities. In the conclusions to be drawn from this field test, more weight will be given to responses that are substantiated by facts and analysis. 
Part 1: General description and information about participating company 
Q1. Please provide the following details about your company:

(a) Name of the group and country of incorporation
	


(b) Main activities carried out by the company;

	


(c) Summarised financial information (please indicate the reporting year): 
	· total assets and liabilities: 
	

	· finance lease assets and liabilities:
	

	· total revenue:
	

	· net interest cost:
	

	· net result:
	

	· future minimum payments under non-cancellable operating leases:
	


	


Q2. Contact details including email address:

	


Part 2: General information on lease arrangements

Q3. Describe what type of assets your company routinely leases. You may use for example the following categories:

property for own use (office space);

property for commercial use (stores, hotels);

industrial equipment;

transport vehicles for industrial use (ships);

cars;
office furniture;
office equipment (PCs, copiers);
portions of capacity of assets (such as pipelines or fibres).
	


Q4. For each category, specify the following using a reasonable approximation or a range: 
	Category
	Number of agreements
	Average lease term
	Average residual lease term
	Total lease payments

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	


Q5. Does your company ordinarily enter in arrangements that will be eligible for the short-term exemption (i.e. an arrangement with a maximum duration, including options to extend, that does not exceed 12 months)? If so, provide an estimate of the number and average value of those arrangements split by category.
	


Part 3: Application of requirements 
Guidance for the participating company

21 The objective of this section is to understand if the application of the proposals create uncertainties or difficulties. We consider that this can be more effectively achieved by applying the proposals to a selection of arrangements. 

22 While we do not intend to suggest how many or which arrangements you should test, we suggest that you choose arrangements that are either individually significant; or have terms and conditions that are reflective of the leases you enter in the ordinary course of business. 

23 The time constraint should be taken into account in making the selection to ensure that it is feasible to test the arrangements selected.

24 While we do not ask you to provide a lengthy analysis of the selection, any explanation should be sufficiently detailed to allow us to understand the nature of any disclosed problem.

25 If you have any questions about the content of the questions, please refer to your contact person mentioned in the list on page 3.

Q6. Did you have any difficulties applying the requirements of the ED in assessing whether the agreement or arrangement is or contains a lease? If so, please explain. 
	


Q7. Did you find any agreement or arrangement that under the proposals in the ED is or contains a lease, but is not recognised as a lease under IAS 17 and IFRIC 4? If so, please explain the reason for the change.

	


Q8. Did you find any agreement or arrangement that is currently recognised as a lease under IAS 17 and IFRIC 4, but would no longer be or contain a lease under the proposals in the ED? If so, please explain.
	


Q9. The proposals in the ED include guidance on how to separate lease- from non-lease components and allocate the total price. Did you have problems in applying this guidance? If so, please explain. 
	


Q10. Did you find it difficult to assess the lease term under the proposals in the ED (e.g. options to extend or terminate the lease early)? If so, please explain what factors caused a problem in assessing if options provide a significant economic incentive.
	


Q11. The proposals in the ED require the entities to classify a lease as either Type-A or Type-B, and apply a different subsequent measurement depending on how the lease is classified.

Did you have any difficulties in distinguishing between Type-A and Type-B leases? If so, please explain.
	


Q12. There is a rebuttable presumption that leases of property are Type-B leases, and leases of assets other than property are Type-A leases. Did you find any arrangements for which the presumption should be rebutted? If so, please explain what the reasons were.
	


Q13. Did you identify any variable lease payments that are in-substance fixed payments and should be included in lease liability? If so, please explain their nature.

	


Q14. Do you assess that the application of the proposals in the ED would have a significant impact on each of the following line items in balance sheet and profit and loss: 
	
	Yes

	No
	Main reason for change

	Total assets
	
	
	

	Total liabilities
	
	
	

	Net result
	
	
	


Q15. Are there any additional difficulties around recognition and measurement of leases under the proposals of the ED?
	


Part 4: Overall assessment: impact and cost of implementation.

Q16. Please rate the overall operational difficulty of applying the new requirements to the selection that you have tested?

	
	Operational difficulty

	
	High
	Moderate 
	Low

	Identification of a lease (see Q6/Q7/Q8)
	
	
	

	Separation of lease- and non-lease components and allocation of lease payments to lease- and non-lease components (see Q9)
	
	
	

	Assessment of lease term (see Q10)
	
	
	

	Identification of lease type (see Q11/Q12)
	
	
	

	Variable payments (see Q13)
	
	
	


Q17. What is your best estimate of the cost to implement the requirements? Please specify the nature of these costs.
	
	High
	Medium
	Low
	Description

	One-off costs
	
	
	
	

	Ongoing costs
	
	
	
	


Q18. Please specify your findings concerning potential cost savings of application of the ED (e.g. clearer requirements, removal of special accounting requirements for specific transactions, extending the short-term exemption). 

	


Q19. What is your best estimate of the time that your company would need to implement the requirements proposed in the Exposure Draft?

	


Part 5: Other issues

Q20. The proposals include disclosure requirements for each type of leases. Do you expect any difficulties in preparing these disclosures? If so, please explain. 

	


Q21. The proposals include presentation requirements for each type of leases. Do you expect any difficulties in complying with these requirements? If so, please explain.  

	


Q22. Do you expect any difficulties in applying the requirements of the ED for sale-and-leaseback transactions? If so, please explain

	


Q23. Does the ED give rise to any significant issues (other than those addressed in the previous questions) that you would like to comment on?

	


� If you indicate Yes, please indicate your estimate of the change in percentage terms for assets and liabilities; and your estimate of the change in absolute terms for net result.
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