Order Department

Financial Accounting Standards Board

401 Merritt 7

PO Box 5116

Norwalk, CT 06856-5116

YESCO

Lon Searle, CPA, CMA

Chief Financial Officer

2401 Foothill Drive

Salt Lake City, UT

Re: File Reference No. 1680-100, Leases

Dear Director,

Overall, I prefer the current standards.  However, I understand the reasoning behind establishing standards that are internationally recognized and provide information to readers and users that uncovers all liabilities.  So I am taking this opportunity to be involved in the process of change.

Question 2

Should the proposed new standard exclude non-core asset leases or short-term leases?

The new standard should exclude both non-core asset leases and short-term leases because the rights and benefits of ownership do not transfer to the lessee in these arrangements.  For example, we lease space on billboards to our customers, but these leases do not last more than 3 months and the billboards have a useful life on our books of 15 years or more.  The main structure of the billboard can last generations.  The accounting for these leases would be burdensome if the lessee had to capitalize the costs and would not provide significantly different information to the readers of the financial statements.  

We are also the lessee of construction equipment, which terms usually last the length of the construction project or less.  This is usually less than a year.  The rights of ownership do not pass in such a short term from the equipment lessor to us, the lessee.  And including this type of lease in the proposed new standards would greatly increase the incidents of non-conformance with the new standards because most construction companies are not sophisticated enough to track and apply the new standards.  Even if preparers are capable, it will be more costly and complex, and the added value would not warrant the costs.

Please explain how you would define those leases to be excluded from the scope of the

proposed new standard.

Lease terms lasting less than one year would be excluded.

Question 8

The boards tentatively decided to adopt an amortized cost-based approach to subsequent

measurement of both the obligation to pay rentals and the right-of-use asset.

Do you agree with this proposed approach?  Yes

Question 10

Should the lessee be required to revise its obligation to pay rentals to reflect changes in

its incremental borrowing rate? 

No, this would be costly and would not result in material changes in liabilities or lease expense for most companies.  

If the boards decide to require the obligation to pay rentals to be revised for changes in

the incremental borrowing rate, should revision be made at each reporting date or only

when there is a change in the estimated cash flows? 

The revision should only be required when there are material changes in cash flows.  This would simplify and streamline reporting without causing material differences.  

Question 13

The boards tentatively decided that the lessee should recognise an obligation to pay

rentals for a specified lease term, ie in a 10-year lease with an option to extend for five

years, the lessee must decide whether its liability is an obligation to pay 10 or 15 years of

rentals. The boards tentatively decided that the lease term should be the most likely lease

term.

Do you support the proposed approach?  Yes

Question 15

The boards tentatively concluded that purchase options should be accounted for in the

same way as options to extend or terminate the lease.

Do you agree with the proposed approach? Yes, please keep it simple.
