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NVL’s response to IFRS for SMEs 

27 October 2020 (By online submission) 

 

Mr Hans Hoogervorst, Chairman 
International Accounting Standards Board 
7 Westferry Circus 
Canary Wharf 
London E14 4HD 
United Kingdom 

 

 

Dear Mr Hoogervorst, 

The Dutch Leasing Association, NVL, takes the opportunity to respond to the Request for Information 
(RfI) to the second Comprehensive Review of the IFRS for SMEs Standard (the Standard). NVL’s focus 
is on leasing and therefore our response will be limited to aspects relating to leasing, more explicitly 
Alignment and Questions in the RFI, section S6. 

In summary, the comments of the NVL focus on: 

o Alignment to IFRS 16 Leases is far too early, 
o If alignment is still chosen, then it would be preferable to restrict this to rented real estate, 

covering material leases only, 
o In case of alignment, only contractual lease payments without any variable component 

should be considered, 
o Exemptions should apply to short-term and low value leased asset contracts, as is the case in 

IFRS16, considered as simplifications for non-material leases, 
o The discount rate proposals are considered inappropriate for SME’s. The introduction of the 

use of discount rates according to IFRS 16 should be reconsidered, 
o Cost-benefit considerations for SMEs end up negative (double accounting) when applying 

IFRS for SMEs due to differences between fiscal and IFRS accounting and due to cumbersome 
cash flow reporting for the larger SMEs. 
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NVL concludes that the effort to arrive at a renewed and aligned IFRS for SMEs standard is a logical 
next step, however, it is far too early to include IFRS 16 alignment into the second comprehensive 
review. 

 

1. Alignment with IFRS 16 

The IASB has made only relatively limited amendments to the first comprehensive review of the 
Standard, arguing for maintaining stability during the early years of implementing the Standard. 

Now, the Board is proposing alignment with among others the leasing standard IFRS 16 Leases (IFRS 
16) which only has been introduced as per 1 January 2019 and already needed alterations to 
accommodate common business practise of rent concessions due to the Covid-19 pandemic. 

Lacking any substantive fieldwork on the effects for SMEs of aligning IFRS for SMEs with IFRS 16 and 
without due review of the effects of the implementation at large corporates, NVL is of the opinion 
that introduction of aligning to IFRS 16 is too early. A minimum period of two full years with a stable 
background before introducing alignment looks appropriate, as has been argued at previous 
occasions.  

An alignment approach may be the right outcome in the end, however, as we will address in the 
second part, the needed simplifications should be viewed from the perspective of the SMEs and not 
from the perspective of the IFRS 16 standard itself. 

 

2. Questions in the RFI, section S6   

As argued above, alignment to IFRS 16 is too early in the 
process. With respect to simplifications, NVL wishes to 
stress attention to the viewpoint from the SMEs.  

If the Board would continue to align IFRS for SMEs with 
IFRS 16, then the following considerations should be 
made: 

2.1. Simplification of recognition 

The real simplification is to only focus on current 
operating leases with a real substance and high levels of 
comparability. In fact, only rented real estate would fit in 

S6. Aligning Section 20 Leases of the IFRS 
for SMEs Standard with IFRS 16 Leases  
What are your views on aligning Section 
20 with IFRS 16, and making the 
simplifications listed in paragraphs (a)–
(c)?  
(a) simplifying recognition and 
measurement requirements in respect of 
matters such as variable lease payments, 
determining the discount rate and the 
term of the lease;  
(b) retaining the disclosure requirements 
of Section 20; and  
(c) simplifying the language of the 
Standard. 
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this category. The operational effect to SMEs will be moderate as few (rent)contracts will be at stake, 
reducing and simplifying the accounting burden. 

Next to contractual fixed lease payments (the periodic rental amounts in operating leases), any 
additional or non-recurring (variable) payment obligations should be accounted for directly in 
operating expense. This would apply to rented real estate, but, in case the Board abstains from 
allowing the above simplification of aligning rented real estate only, to any operating lease. 

When a larger base of leases would fall under the alignment (an alignment of which, as argued 
above, NVL is not in favour) with IFRS 16, further relief to lessees needs to be provided. 

 

2.2. Broadening of exemptions 

The current IFRS 16 recognition exemptions for short-term leases and leases of low value assets 
should be broadened.  

The criterium for Short-term leases can easily be set at 30 months from inception of the lease; the 
majority of larger-amount leases is for a longer period and really small items do have the profile of 
operating costs. 

The criteria for ‘Leased assets of low value’ should apply to all transactions up to € 50,000. NVL 
appreciates that the Board is hesitant about bright line distinctions, however, the principles based 
character of guidelines is not at risk using a fixed criterium and at least it offers more transparency to 
the accounting and reporting. And of course, it would prevent enormous, if not onerous efforts for 
SMEs to satisfy users of accounts that ‘correct’ values are presented in the balance sheet. 

The IFRS 16 relief in the form of the practical expedients for non-lease components should be kept as 
is. 

The IFRS 16 relief in the form of the portfolio application is not expected to yield any benefit to SMEs 
and doesn’t need improvement. 

 

3. Discount rate 

One of the major benefits of raising the level to 30 months for short-term and € 50,000 for low-value 
asset leases is that cumbersome calculations to arrive at the ‘correct’ measurement at start of the 
lease is avoided. The benefit of transparency can far easier be met by an extension of the disclosure 
requirements to disclose annual fixed lease costs for the first 7 years, covering the most common 
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tenors for operating leases. As operating leases do not normally have (mandatory) bullet-payments 
at the end of contract, the risk of disguising material obligations would become minimal. 

The proposal of applying one fixed, verifiable discount rate (annually for new leases?) in itself would 
be an improvement for comparability reasons. At the same time, the proposed use of a high quality 
corporate bond discount rate is not appropriate since SME’s do not have easy access to such 
information and since such a rate has no reflection to the world of SME’s. Again IASB shows not to be 
able to familiarize itself with the world of SME’s. It seems not appropriate to force calculations with a 
discount rate that would lead to artificial balance sheet values, which is to raise additional questions 
from users of the accounts. The suggestion of providing a simplification to the full IFRS 16 is seen 
from the view of the IFRS 16 standard, however is not helping SMEs. 

The discount rate is directly impacting initial and subsequent measurement of all leases, not just the 
new subset of operating leases when full alignment with IFRS 16 would come into force. Therefore, 
the Board should take great care in introducing alignment of section 20 of the IFRS for SMEs standard 
with IFRS 16. 

 

4. Other effects 

The NVL draws attention to other effects that the IASB doesn’t view as core to its mandate.  

The range of SMEs is far more extensive than the range of large corporates and includes micro and 
really small businesses as well as large medium sized entities. Whereas IFRS for SMEs is not adopted 
in the European Union, many jurisdictions outside the EU apply it for convenience reasons. The more 
IFRS for SMEs deviates from local fiscal accounting regulations, the more explicit cost-benefit of 
applying IFRS for SMEs will become onerous. 

Above, NVL already pointed at the distorting effect that the application of a discount rate may have. 
Any difference between a regular lease payment and the sum of depreciation (on initially measured 
discounted obligations) and allocated interest charge, will lead to discrepancies between fiscal and 
IFRS accounting. Whether the discrepancy is called deferred tax or a simple tax adjustment, it is a 
constant moving target that in the end has no real impact, other than needless interim work. It is not 
affecting the real (credit) quality of any entity. In fact, an SME owner will not be able to understand 
what is written in the annual reports of his company. 

Reporting on cash flows is often exempt for SMEs in various jurisdictions. It would be onerous to 
consider reporting on cash flows in a future IFRS for SMEs, especially as we have seen from large 
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corporate reporting so far, that cash flow elements from leased assets lead to artificial corrections 
for non-cash items in the cash flow statement. 

 

 

About Leasing Nederland – NVL 

The NVL represents all major Dutch bank-owned lessor companies as well as the larger captive and 
independent lessors in the Netherlands, covering 95% of the market.  

The combined 2019 production volume amounted to € 7,743 million of new lease contracts, which is 
an 8.3% point increase over 2018. Industry, construction and agriculture machinery make up 37% of 
production volume, followed by 32% of transport and logistic equipment; SME customers count for 
83% of new leases, spread over all sectors of the economy, indicating the importance of leasing to 
the SME’s as a source of finance. In volume, 85% of leases are finance leases, in number of 
transactions, 75% of leases are finance leases. 

The 1HY2020 data show a small production increase to € 3,616 million (1HY2019 € 3,606 million), 
despite a downturn due to Covid-19 in Q2-2020 of 12%. Both full 2019 and 1HY2020 data show that 
22% of new lease contracts in volume are for ticket sizes of up to € 100,000 with around half of that 
percentage for ticket sizes up to € 50,000 . Also, around 57% of the number of contracts are for ticket 
sizes up to € 50,000. 

The amounts indicated are excluding the production volumes on car leasing which is reported 
separately by the VNA, the Association of Dutch Vehicle Leasing Companies. VNA represents around 
86% of leased vehicles (passenger cars and light vans) in the Netherlands, totalling € 6,100 million in 
2019. CO2 emissions for new leased passenger cars on average dropped more than 12% point in 2019 
compared to 2018, indicative of the beneficial effects conversion through leasing has on the entire 
asset base. 
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We trust that our comments will contribute to the IASB’s deliberation on the RFI. Please, contact NVL 
should you wish to receive further clarification, 

 

Yours sincerely, 

 

 

P.-J. Bentein     E.J.H. Uunk 
NVL Secretary general    Chair NVL Accountancy Committee 

 
 
 
 
 
 
Contact: 
peterjan.bentein@nvl-lease.nl 
(mob.) +31 654 793 488 
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