CIPFA/LASAAC
the 2019/20 code of practice on local authority accounting in the united kingdom – consultation on IFRS 16 Leases
invitation to comment

response sheet and

readiness assessment questionnaire
This Invitation to Comment response sheet and questionnaire will be regarded as on the public record unless confidentiality is specifically requested.  Copies of all correspondence and an analysis of responses will be provided to the Financial Reporting Advisory Board. Unless confidentiality is requested in the box below the responses will also be held on the CIPFA Website. Please note if you wish to provide additional commentary on separate sheets it would be helpful if you set out clearly the questions and/or parts of the Code to which your comments relate.

	Name
	     

	Organisation
	     

	Do you wish this response to be considered as confidential?
	 FORMDROPDOWN 



Responses are required by 7 September 2018 and may be sent to:

The Secretary

CIPFA/LASAAC Local Authority Accounting Code Board

Standards and Financial Reporting Faculty 
CIPFA

77 Mansell Street

London

E1 8AN

Fax: 020 7543 5695

E-mail: code.responses@cipfa.org 
For ease of handling, e-mailed copies of this Response Form are preferred.
	
	Response

	
	Recognition Exemptions  

	1
	Do you agree with CIPFA/LASAAC’s proposal to mandate the recognition exemption for short-term assets? If not, why not? What alternatives do you suggest?
	 FORMDROPDOWN 


	
	Comments (Please insert your comments in the box below)




	2
	Do you agree with CIPFA/LASAAC’s approach to low value assets in the Exposure Draft? If not, why not? What alternatives do you suggest?
	 FORMDROPDOWN 


	
	Comments (Please insert your comments in the box below)




	
	Identifying a Lease

	3
	Do you agree with the approach in the Exposure Draft to identifying a lease? If not, why not? What alternatives do you suggest?


	 FORMDROPDOWN 


	
	Comments (Please insert your comments in the box below)




	4
	Are there any practical issues that arise under IFRS 16 on identifying a lease?  If so what are they? 



	
	Comments (Please list the practical issues in the comments box below)




	
	Initial Recognition and Measurement 

	5
	Do you agree with the approach in the Exposure Draft to the initial measurement of the right-of-use asset and the lease liability? If not, why not? What alternatives do you suggest?


	 FORMDROPDOWN 


	
	Comments (Please insert your comments in the box below)




	6
	Do you have any commentary on the approach to determining the interest rate implicit in the lease or the authority’s incremental borrowing rate?



	
	Comments (Please insert your comments in the box below)




	
	Subsequent Measurement

	7a)
	Which approach to the subsequent measurement of the right-of-use asset summarised in paragraph 106 do you consider best reflects local government’s measurement of the right-of-use asset ie:

· option 1 - current value measurement with materiality based practical expedients or 

· option 2 - HM Treasury proposal as a practical expedient, to adopt the IFRS 16 cost model for lessees as a proxy for the revaluation model?

Please set out the technical financial reporting and the practical issues relating to your response. 


	 FORMDROPDOWN 


	7b)
	If you consider option 1 to be a viable option, which approach do you prefer ie the materiality based approach to current value measurement (see paragraphs 98 to 99) or the approach which relies on information which is available without undue cost or effort (see paragraph 100)? Please provide the reasoning for your response.


	 FORMDROPDOWN 


	
	Comments (Please provide the reasons for your response below)




	8
	Do you agree with CIPFA/LASAAC’s approach to the subsequent measurement of the lease liability? If not, why not? What alternatives do you suggest?


	 FORMDROPDOWN 


	
	Comments (Please provide the reasons for your response below)




	
	Concessionary Leases – Lessees Only

	9
	Do you agree with CIPFA/LASAAC’s approach for accounting for concessionary leases for lessees?  If not, why not? What alternatives do you suggest?


	 FORMDROPDOWN 


	
	Comments (Please insert your comments in the box below)




	
	Lessor Accounting

	10
	Do you agree with CIPFA/LASAAC’s approach for accounting for lessors?  If not why not? What alternatives do you suggest?


	 FORMDROPDOWN 


	
	Comments (Please insert your comments in the box below)




	11
	Do you agree that CIPFA/LASAAC should retain the dual lessor accounting model (ie which maintains the operating and finance lease split) in the Code?  If yes, why? If not why not? What alternatives do you suggest?


	 FORMDROPDOWN 


	
	Comments (Please insert your comments in the box below)




	
	Sale and Leaseback Transactions



	12
	Do you agree with CIPFA/LASAAC’s approach for sale and leaseback transactions?  If not why not? What alternatives do you suggest?


	 FORMDROPDOWN 


	
	Comments (Please insert your comments in the box below)




	
	Transition 

	13
	Do you agree with CIPFA/LASAAC’s approach to the definition of a lease on transition? If not, why not? What alternatives do you suggest?
	 FORMDROPDOWN 


	
	Comments (Please insert your comments in the box below)




	14
	Do you agree with CIPFA/LASAAC’s approach to retrospective transition?  If not why not? What alternatives do you suggest?


	 FORMDROPDOWN 


	
	Comments (Please insert your comments in the box below)




	15
	Do you agree with CIPFA/LASAAC’s proposal in relation to the transitional approach to measuring the right-of-use asset for those assets previously classified as operating leases? If not why not? What alternatives do you suggest?


	 FORMDROPDOWN 


	
	Comments (Please insert your comments in the box below)




	16
	Do you agree with CIPFA/LASAAC’s approach to the practical expedients on transition?  If not, why not? What alternatives do you suggest?


	 FORMDROPDOWN 


	
	Comments (Please insert your comments in the box below)




	
	Consequential Amendments – Service Concession Arrangements (PFI/PPP Arrangements)

	17
	Do you agree with CIPFA/LASAAC’s proposals for the consequential amendments to the measurement of service concession arrangement (PFI/PPP) liabilities or do you consider that the current approach to measurement (ie the IAS 17 measurement as a finance lease) should be retained?  If you agree, why do you agree? If not why not? What alternatives do you suggest?

	 FORMDROPDOWN 


	
	Comments (Please insert your comments in the box below)




	
	Effective Date

	18
	Do you agree with the proposed effective date for public sector implementation of IFRS 16? If yes, why? If not, why not?  What alternatives do you suggest?


	 FORMDROPDOWN 


	
	Comments (Please insert your comments in the box below)




	
	Further Guidance

	19
	Are there any areas within the Code in relation to IFRS 16 where additional guidance would be helpful? 


	 FORMDROPDOWN 


	
	Comments (Please insert your comments in the box below)





Readiness Assessment Questionnaire for the Adoption of IFRS 16 Leases
	
	Response

	Qu1
	Can the authority identify all its lease contracts? 
(Supporting questions - does the authority have a central contracts register for all its leases? If not how does the authority intend to identify leases held across the authority's departments/services?)

	 FORMDROPDOWN 


	
	Comments (Please insert your comments in the box below)




	1 A
	i) How many finance leases does the authority have?


	Number 



	
	ii) What is the carrying value of the finance lease assets held by the authority?
	Carrying value 


	
	iii) What is the total of future minimum lease payments at the 31 March 2018?
	Minimum lease payments 



	
	iv) What is the average lease term
 of the authority’s finance leases?
	Average lease term




	
	If possible CIPFA/LASAAC would be grateful if the minimum lease payments could be broken down into time series ie less than one year, between two to five years, between 6 to 10 years and over 10 years and information on asset type ie the asset classes in the Code.  Please provide this information in the comments box below.
	

	
	Comments (Please insert your comments in the box below)




	1 B
	i) How many operating leases does the authority have?


	Number 



	
	ii) What is the total of future minimum lease payments at the 31 March 2018?
	Minimum lease payments 



	
	iii) What is the average lease term
 of the authority’s operating leases?
	Average lease term




	
	If possible CIPFA/LASAAC would be grateful if the minimum lease payments could be broken down into time series ie less than one year, between two to five years, between 6 to 10 years and over 10 years and information on asset type ie the asset classes in the Code.  Please provide this information in the comments box below.

	

	
	Comments (Please insert your comments in the box below)




	1 C
	i) How many finance leases does the authority have with other public sector entities (including other local authorities)?


	Number 



	
	ii) What is the carrying value of the finance lease assets held by the authority with other public sector entities (including other local authorities)?


	Carrying value



	
	Comments (Please insert your comments in the box below)




	1 D
	i) How many operating leases does the authority have with other public sector entities (including other local authorities)?


	Number 



	
	ii) What is the total of future minimum lease payments at the 31 March 2018 with other public sector entities (including other local authorities)?


	Minimum lease payments




	
	Comments (Please insert your comments in the box below)




	1 E
	In relation to the leases outlined above are they subject to rent reviews and if so how frequently do these take place on average for your lease portfolios?  Please include commentary on frequency in the comments box below. 

	 FORMDROPDOWN 


	
	Comments (Please insert your comments in the box below)




	2
	Can the authority identify all contracts that might contain leases across its departments? 

(Supporting question- has the authority considered contracts, for example, for finance and IT contracts and other types of contracts, for example, in the use of data centres, waste management, property and grounds maintenance, fleet and highways vehicles, and business equipment – see ITC paragraphs 68 to 78 and IFRS 16 paragraphs B9 to B33
)
	 FORMDROPDOWN 


	3
	Is the authority content with the information it produces for its lease commitments for its operating leases?  
(Background - this will be a useful information base to assess the availability of information in readiness for the adoption of the standard.)


	 FORMDROPDOWN 


	
	Comments (Please insert your comments in the box below)




	4
	Does the authority have the systems and processes in place to be able to assess whether a contract is or contains a lease? 
(Background - see ITC paragraphs 68 to 78 and IFRS 16 paragraphs B9 to B33)?


	 FORMDROPDOWN 


	
	Comments (Please insert your comments in the box below)




	5
	Does the authority have the systems, processes and information in place to make the relevant judgements and decisions under the standard?

(Background - judgements include the elements of the definition of a lease, whether the authority is reasonably certain that an extension or termination option will be exercised, the appropriate rate by which to discount the lease liability and various accounting policy choices including those on transition). 


	 FORMDROPDOWN 


	
	Comments (Please insert your comments in the box below)




	6
	Are the authority’s systems and processes able to meet the reporting requirements and assessments under IFRS 16 (i.e. contract reassessment and modifications and ongoing reporting requirements)?


	 FORMDROPDOWN 


	
	Comments (Please insert your comments in the box below)




	7
	Does the authority have the systems, processes and information in place to take the relevant accounting policy choice in relation to low value leases?


	 FORMDROPDOWN 


	
	Comments (Please insert your comments in the box below)




	8
	Has the authority developed a communications strategy to train and inform key stakeholders of the impact of the changes?

	 FORMDROPDOWN 


	
	Comments (Please insert your comments in the box below)




	9
	Has the authority considered the impact of the introduction of the standard on its procurement decisions?

	 FORMDROPDOWN 


	
	Comments (Please insert your comments in the box below)




	10
	Has the authority considered the impact of the adoption of the standard on its capital strategies and prudential indicators?

	 FORMDROPDOWN 


	
	Comments (Please insert your comments in the box below)




	11
	Does the authority have the systems, processes and information in place to meet the current value measurement requirements for the right-of-use assets?

	 FORMDROPDOWN 


	
	Comments (Please insert your comments in the box below)




	12
	Does the authority consider that it will be able to implement the reporting requirements of IFRS 16 for the 2019/20 financial year, please insert the following:

· Strongly agree

· Agree 

· Neither agree nor disagree (possibly)

· Disagree 

· Strongly disagree

 
	 FORMDROPDOWN 


	
	Comments (Please insert your comments in the box below)





� Note that lease term refers to the lease term from commencement of the contract


� Note that lease term refers to the lease term from commencement of the contract


� Note that this would include leases for assets currently recognised under IFRIC 4 Determining Whether an Arrangement Contains a Lease











