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Ericsson comments to EFRAG´s draft comment letter on ED Leases
 

On behalf of Roland Hagman, group controller of Ericsson I have the following comments to your draft comment letter:

 

- We generally agree with EFRAG draft comment letter.

 

- We have a special comment to your items 53 - 61. Ericsson fully supports your approach that for lessee accounting purposes the predominant component should decide if a service contract should be treated in full, either as a service contract or a lease contract. Otherwise the efficient business models, with the main component being true service, could not be offered to customers in the way we and our competitors do today. For example, we have in certain regions cars that either are used to serve one customer or are used to serve two or more customers. If our customer would have detailed requirements under IFRS on distinctions between the leasing component and the service part, that would cause a lot of analysis, discussions and administration. In our example, the customer would need to know which cars are "leased items" and which are not and that will change over time.

Exceptions to this could be if the lessee signs a significant service agreement where, for example leased assets represent 40% of contract value. For such a contract a split would be reasonable, preferably based on requirements as defined in IFRIC 4, not the detailed proposals in the exposure draft.

 

Please come back me if you need a further clarification to our comments.
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