ERNAKULAM BRANCH OF SIRC OF ICAI 
Tentative Agenda Decision and comment letters: Assessment of Specified Main Business Activities for a Manufacturer-Lessor (IFRS 18)

Question The Committee considered whether the entity’s aggregated lease activity, comprising its finance lease and operating lease activities, is a main business activity of providing financing to customers. The assessment affects, amongst other things, the classification, in the statement of profit or loss, of interest expenses on the refinancing arrangements— particularly those related to lease contracts classified as operating leases
Conclusion The Committee concluded that the principles and requirements in IFRS 18 provide an adequate basis for the entity described in the fact pattern to assess whether its aggregated lease activity is a main business activity of providing financing to customers. Consequently, the Committee [decided] that a standard-setting project is not needed to address the request
Comments
The principles and requirements in IFRS 18 provide an adequate basis for the entity described in the fact pattern to assess whether its aggregated lease activity is a main business activity of providing financing to customers.
The conclusion need consideration on entity’s volume basis , ie, the customers opting for leases from entity , Also Investing in assets or providing financing to customers is a main business activity of the entity is a matter of fact and not merely an assertion.
 It requires an entity to use its judgement to assess whether investing in assets or providing financing to customers is a main business activity and to base that assessment on evidence as per Para B 33.
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