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Covid-19 impact questionnaire for lessors 

The Covid-19 effects for lessors are not addressed in the IASB Exposure Draft (ED) issued on 

IFRS-16 Covid-19 measures. 

Initial signs indicated that the impact for lessors may be greater than the regulator 

estimates. Effects do not only relate to national or international regulations, but also to the 

operational state of affairs, mismatch in financing and cash-out (VAT payment) as a result of 

outstanding invoices.  

That is why Tweuus issued a small survey to contribute to the picture of the possible impact. 

The outcome may not be academically correct, however it provides a clear indication of the 

wide variety of issues which come up in this Covid-19 crisis. 

Respondents are gladly thanked for their openness and kindness to respond.  

The answers, see the text in red, are based on responses received up to and including 18 

May 2020. 

Questions raised 

1. Does the lessor give a payment-holiday a) no; b) for the whole lease term; c) only for the 

redemption portion, i.e. with continued payment of interest.  

 

1a. When calculating interest: a) at 

contract rate; b) at variable rate  

Respondents providing answers all calculated applying the contract rate; half of the 

respondents did not answer the question. Therefore, the score is an unsatisfactory 50%. 

Interestingly, some respondents mentioned to not calculate interest for the holiday period, 

but calculate a cost surcharge instead. 

2. If yes, for how long: a) 3 months; 

b) 6 months; c) 9 months; d) the 

remainder of 2020 

The concession period is 6 months in 

42% of the cases. In 58%, the 

concession period is 3 months, but 

various parties indicate that, 

depending on credit risk, an 

extension to 6 months is available. 

The outcome is rather mixed, knowing that e.g. 

in the Netherlands, most large banks grant a 

holiday period of up to 6 months. Some banks 

and their lessor-companies offer the holiday 

spontaneously to all clients; others at request 

with no credit check for 3 months and dependant 

on credit quality up to 6 months: 

Whole lease term 33% ; only redemption 67%; 

see also question 10-3. 
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3. As standard practice a) all assets) or b) per asset group 

 

4. If per asset group, which: a) real estate; b) cars and light comm vehicles; c) equipment; 

d) not applicable / all assets 

 

5. If extended, is the lease a) extended by the length of payment-holiday using the same 

interest rate; b) extended by the length of payment-holiday with mark-up or other interest 

rate; c) for the remaining instalments to be paid, corrected for the amount of the lease 

instalment (compensation later receipt by payment-holiday) 

 

6. Does suspension of invoicing take place in case of payment holiday, so that VAT 

remittance can be limited: a) yes; b) no 

Interestingly, the responses and comments to this question indicate that around half of 

lessor companies that deal with VAT, haven’t stopped the invoicing to avoid cash-out due to 

a net pay-out of VAT. 

Of respondents, 25% did not provide answer to 

this question.  

More interestingly: 

Most respondents were not in the real estate 

finance business, and when so, excluded 

extensions or holidays for the RE asset type; see 

below. 

Some respondents (12.5%) are 

car-only lessor companies, others 

equipment-only lessors (12.5%). 

A majority of respondents has 

both asset types in portfolio 

(50%), resulting in overweighting 

the category of ‘All’. 

In half of the cases, no extension of the 

total lease is offered. Instead, lessees 

are expected to compensate for the 

holiday period during the original length 

of the lease contract. 

A few respondents indicated to charge 

extra (non-interest) cost, dependent on 

how quick arrears are resolved. 
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7. What is the number of lease contracts affected by 

a payment-holiday: a)<100, b) 100-250, c) 250-1,000, d) 1,000-5,000, e) 5,000-20,000, f) 

>20,000? 

 

8. Is operational bulk processing available to adjust leases for a payment-holiday: a) yes; b) 

no; c) unknown / not applicable 

 

9. Is there an additional contract clause provided to the lessee with a description of rights 

and obligations from the payment holiday: a) yes; b) no 

 

Around 25% of lessors do stop 

the invoicing process immediately 

when actively granting a payment 

holiday.  

Lessors not stopping the 

invoicing, for a part, are bank-

owned lessors, only providing 

finance leases of which, in the 

Netherlands, the invoices are 

without VAT. 

Again, this question touches upon sensitive 

information; at least that is what respondents 

perceive. The outcome to this question therefore 

is not necessarily representative for the lessor 

community. 

The range of transactions affected per 

respondent, indicates that quite some operational 

efforts need to be made to cope with rent 

concessions and late payments. 

Bulk processing to adjust lease contracts is reported to be 

available in 40% of administrations. 

Around 10% is not able to process in bulk, resulting in 

increased risk doing manual adjustments. 

Probably as a result of a certain distance to the operational 

processes, a large number reported ‘Unknown’ and a 

smaller number indicated that the item was ‘Not 

applicable’. 

Lessors do not as a standard procedure impose additional 

clauses on their customers in case of payment holiday. 

In 25% of the cases, additional criteria were set, whereas 

some respondents simply referred to existing clauses in 

the standard contract for not having adjustments. 
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10. Are there any additional issues that are encountered in practice. 

Some of the remarkable issues brought up, reflecting the tailor-made solutions that may be 

needed, or have been made, are: 

(1) Operating lease-lessors were struggling with ongoing service payments to third 

parties that they are obliged to (insurance, repurchase agreements). It appears that 

they were  uncertain as to how to deal with the accounting consequences: first match 

the external obligations or keep to the standard booking order and have gaps (to be 

analysed) in almost all categories. 

 

(2) Some operating lease-lessors were setting up procedures to first assess the 

remaining (residual) value of an asset, especially when the contract was nearing its 

end term. Based on cost-benefit, on occasion, the asset was taken back prematurely. 

 

(3) In addition to answers to question 1 (which part of the net lease term was to be paid, 

if any), finance lessors indicated to allow interest payment only. These answered 

have been included in the ‘redemption only’ category, as the questionnaire was not 

specific enough. 

 

(4) There appears to be a slight preference to extend finance lease with the number of 

month of the payment holiday, whereas operating leases for the most part have to be 

paid, including late payments, within the original contractual period.  

 

This rather common approach, though only confirmed in few instances, undoubtedly 

has to do with a choice for ease of processing in combination with fear for mass-

recalculations to arrive at new residual values. Not to speak about the accounting 

impact it would generate. 

 

In general, lessors are of the opinion that this ‘outside-crisis’ as one named it, should not 

affect the core business beyond commercial and direct credit risks. Having to cope with a 

liquidity mismatch (no incoming payments, but ongoing outflow of funding costs), the direct 

and intense customer contacts and staff stress (working from home, cancelled transactions, 

maintenance and spare parts problems) causing a disrupted business model, is taking lots of 

the enterpreneurs’ time. 

 

Disclaimer 

The survey undertaken has yielded some 40 respondents (n=40). The wide variety of 

respondents, some with a home base outside the Netherlands, doesn’t support statistical or 

academic proper outcome. This conclusion is further drawn based on the large number of 

non-answered individual questions, scattered over all respondents. 

Nevertheless, the overall outcome provides additional insight in the complexity for lessors 

during this pandemic period. Unfortunately, we don’t see the horizon of events yet. 
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