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Abstract: The purpose of this research is to analyze possible effects associated with the initial appli-
cation of International Financial Reporting Standards (ifrs) to the financial statements of 68 compa-
nies listed on the Colombian Stock Exchange. This study uses a content analysis technique and the
Gray index of conservatism to measure the changes produced by the standard for the years 2019
and 2018. The outcomes show that there is a financial effect for 16.18% of the adopting entities and
an impact on indicators such as ROE, debt, and leverage, the latter having an average negative im-
pact. In terms of disclosures, lessees provide more information (with 65% compliance) than lessors
(with 55%). Even so, the total of the requirements established in ifrs 16 are not achieved, evidencing
how the disclosure objectives of the standard are not fully met for the entities listed in the BVC.
Nevertheless, not all the criteria established in 1FrRs 16 are satisfied. This article contributes to the
analysis of the microeconomic effects of the ifrs (specifically 1FRS 16), on adopting companies, for
which few studies have been conducted in Latin America.
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Efectos de la implementacion de la NIIF 16 en las empresas colombianas
listadas en la Bolsa de Valores de Colombia

Resumen: El propdsito de esta investigacion es analizar los posibles efectos asociados a la aplicacion inicial de las
Normas Internacionales de Informacién Financiera (NIIF) a los estados financieros de 68 empresas listadas en la
Bolsa de Valores de Colombia. Este estudio utiliza una técnica de analisis de contenido y el indice de conservaduris-
mo de Gray para medir los cambios producidos por la norma para los afios 2019 y 2018. Los resultados muestran
que existe un efecto financiero para el 16,18% de las entidades adoptantes y un impacto en indicadores como ROE,
deuda y apalancamiento, este Ultimo con un impacto negativo en promedio. En cuanto a la informacion a revelar,
los arrendatarios proporcionan mas informacién (con un 65% de cumplimiento) que los arrendadores (con un 55%).
Aun asi, el total de los requerimientos establecidos en la NIIF 16 no se cumplen, evidenciando como los objetivos
de revelacion de informacion de la norma no se cumplen en su totalidad para las entidades listadas en la BvcC. Sin
embargo, no todos los criterios establecidos en la NIIF 16 son satisfechos. Este articulo contribuye al analisis de los
efectos microeconémicos de las NIIF (especificamente la NIIF 16), en las empresas adoptantes, para lo cual se han
realizado pocos estudios en América Latina.

Palabras Clave: NIIF 16, arrendamientos, efectos y revelaciones

Efeitos da implementagdo da IFRS 16 em empresas colombianas listadas na
Bolsa de Valores da Colombia

Resumo: O objetivo desta pesquisa é analisar os possiveis efeitos associados a aplicagdo inicial das Normas
Internacionais de Contabilidade (International Financial Reporting Standards ou IFRS, na sigla em inglés) aos de-
monstrativos contabeis de 68 empresas listadas na Bolsa de Valores da Colombia (BvC). Este estudo utiliza uma
técnica de analise de contetido e o indice de conservadorismo de Gray para medir as mudancas produzidas pela
norma nos anos de 2019 e 2018. Os resultados mostram que existe um efeito financeiro em 16,18% das entidades
que adotaram e um impacto em indicadores como retorno sobre patrimonio (ROE, na sigla em inglés), divida e ala-
vancagem, este Ultimo com um impacto médio negativo. Em termos de divulgacdo, os arrendatarios fornecem mais
informagdes (com 65% de cumprimento) do que os arrendadores (com 55%). Mesmo assim, o total dos requisitos
estabelecidos na IFRS 16 ndo sdo alcancados, o que evidencia como o0s objetivos de divulga¢do da norma ndo sdo
totalmente atingidos pelas entidades listadas na BvC. No entanto, nem todos os critérios estabelecidos na IFrs 16 sao
cumpridos. Este artigo contribui para a analise dos efeitos microecondmicos da IFRS (especificamente da IFRS 16) nas
empresas que a adotaram, para as quais poucos estudos foram conduzidos na América Latina.

Palavras chave: IFRS 16, arrendamentos, efeitos e divulgacdo.
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Introduction

International Financial Reporting Standards (1ERS)
16 Leases began implementation on January 1, 2019,
introducing significant changes to the financial
statements of the adopting companies. The mea-
surement and analysis of the effects of the adoption
of new standards has generated growing interest
for regulators in adopting countries (Molina and
Mora, 2015). Along this path of analysis, academic
research has a fundamental role that can help those
in charge of establishing accounting standards and
policies understand the effects of the standards on
entities (Trombetta et al., 2012).

A new standard can have microeconomic and
macroeconomic effects. The variations seen after
the implementation of the standard must be an-
alyzed to identify the actual effects of the stan-
dard and to evaluate to what extent the standard
has met the objectives set by the standardization
board. To do so, one must understand that the
standards can produce different variations in dif-
ferent groups (EFRAG, 2011). In this regard, Haller
et al. (2012) show that the effects associated with a
new standard may differ based on geographic re-
gion or industrial sector. Therefore, it is essential
to identify the possible effects of 1Frs 16 on leas-
es in Latin American adopters, since there are no
known previous studies that investigate the pos-
sible impacts on these entities, and it is essential
to establish if the effects given in the literature in
external contexts are replicated in this case in Co-
lombian entities listed on the Stock Exchange.

In addition, the implementation of 1FRs 16 en-
tails the elimination of differences in the revenue
recognition between financial and operating leases,
which creates a single recognition model under the
lessee category. Therefore, all leases are incorpo-
rated into the financial statement, which increases
the assets and liabilities of the entity (Molina and
Mora, 2015). These changes also generate substan-
tial variations in the income statement, statement
of changes in equity, and cash flow statement, as
the effect on liabilities depends on the maturity
date and the recognition of existing commitments.
This situation ultimately impacts the key financial
ratios of the entities, especially those related to the

leverage and debt of the adopting companies, and
it affects the capital structure, debt commitments,
profit sharing, stakeholder returns, and the real
returns of the companies, since the equity of the
entities is negatively impacted (Fité et al., 2013;
Rivada et al., 2014).

Furthermore, the disclosure characteristics that
must be met are important to consider. This topic
has been addressed by Arimany et al. (2018), who
identify non-compliance with disclosures required
by the leasing standard. As a result, it is necessary to
identify the variations in the disclosure character-
istics that adopting companies must follow, as well
as whether the disclosures required under the new
standard are being made, identifying if there are
improvements in the information available to users.

As previously noted, the effects of the imple-
mentation of the new standards must be studied
before the standard is applied and after it is adopt-
ed, and the lack of research that addresses this is-
sue in Latin America reinforces the need to analyze
the effects of the implementation of 1Frs 16 Leases.
Therefore, this study seeks to identify the effects of
the implementation of 1FRs 16 Leases on the finan-
cial statements and notes to the financial statements
of the 67 companies listed on the Colombian Stock
Exchange (Bvc). The methodological development
of the study includes the application of Gray’s con-
servatism index and the application of the content
analysis technique, to identify the qualitative vari-
ables of the study. This research also contributes
to identifying how the practices of the institutions
change in real contexts, intending to have a lesser
impact on the financial statements of the adopting
entities. To this end, the methodology used to ana-
lyze the data is first presented. Then, the results are
explained in detail. Finally, the conclusions of the
study are presented.

Literature review

IFRS is continually updated due to various regula-
tory issues that are of public interest. A discussion
of an issue related to leases resulted in the subse-
quent publication of 1rrs 16. The discussion of the
publication of the new standard, which modified
the conditions in IFRIC4, siC 15, sic 27, and 1AS 17,
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in effect since 2001, began in March 2009 with the
publication of the discussion document; in August
2010, the first project of the standard was issued.
Then, in May 2013, the second amendment project
was issued, and in January 2016, the new IFRs 16
was issued, with an implementation date of January
1, 2019 (International Accounting Standards Board
IASB, 2016).

The 1FRS 16 amendment process described above
is the result of a joint project initiated by the Inter-
national Accounting Standards Board (1asB) and
the u.s. Financial Accounting Standards Board
(rasB). Its ultimate objective was to eliminate the
differences between the Us Gaap (the United States
Generally Accepted Accounting Principles) and the
IFRS and to resolve the informational limitations
faced by users due to operating leases and the risk
exposure of the entities caused by this type of con-
tract. However, the final results of the convergence
process were not the same for the two regulators,
since the rasB decided to continue with a dual mod-
el for the lessee, in which a distinction must be made
between operating and capital leases; therefore, the
accounting of the two differs (Deloitte, 2016).

Regarding the objectives achieved by the 1asB,
the standard introduced significant changes in
terms of the recognition, measurement, and dis-
closure of leases. Thus, 1FRs 16 (2016) establishes
that a lease is one that “conveys the right to use
an asset for a while in exchange for consideration”
(p. 8). Additionally, the standard clearly shows the
factors that distinguish between leases of an iden-
tified asset and service contracts.

The new standard substantially modifies the ac-
counting of the lessee, a situation that differs from
the objectives achieved by the FAsB, since operating
leases that were not being recorded in the finan-
cial statement are now included through a model
that uses control recognition to identify the leases.
Thus, the classification test that made it possible
to differentiate between financial and operating
leases has been eliminated. Consequently, a single
recognition model has been created, which leads
to the recognition of higher assets and liabilities in
the statement of financial position. Similarly, the
standard establishes the recognition of contingent
rents or variable payments in the measurement of
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lease assets and liabilities when they depend on an
index or a rate or when fixed payments are con-
sidered (pwc, 2018). In contrast, the revenue rec-
ognition of the lessor does not change, as it will
continue to recognize operating and financial
leases separately. However, 1FRs 16 does establish
some increases in the disclosures provided by les-
sors depending on risk exposure and, specifically,
residual value risk exposure.

The changes presented above may affect the
adopting companies. The term effects, as estab-
lished by EFrAG (2011, p. 8), are “consequences
that flow, or are likely to flow, from an accounting
standard”. The effects of a standard can be micro-
economic, since dividends, share prices, and agree-
ments between institutions may be affected, which
makes a necessary comparison with the objectives
pursued by the standard (Laughlin and Puxty,
1983). The effects can also be macroeconomic since
there are changes in aspects such as the efficient al-
location of resources and the remuneration effects
of society (Haller et al., 2012).

Studying the effects associated with the imple-
mentation of a new standard helps legislators and
regulators of standards had better understand the
possible effects of accounting standards on orga-
nizations and their environment (Trombetta et
al., 2012). In this regard, academic research has
a fundamental role since it incorporates factors
from previous experience that trigger analytical
processes, which include the analysis of the ex-an-
te effects and ex-post effects of the application of
the standard.

Adopters of a new norm are concerned about
the contents of the standard from the issuance of
discussion drafts. Specifically, for 1Frs 16, the reg-
ulator entity received and analyzed more than 1700
comments before the final release of the standard
(Deloitte, 2016). This early approach to the criteria
of the standard and t the impacts on the adopting
companies were analyzed by Mellado and Parte
(2016), who identified the characteristics associat-
ed with the generation of lobbying groups in favor
of modifying the aspects issued in the discussion
papers of the 1Frs 16 Leases standard. The authors
classified the lobbying activity into three intensity
categories and established that it is associated with
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the characteristics of the firm. Thus, larger and
more profitable companies lobby more intensively.
Similarly, companies that are involved with leas-
es and that are directly affected by the proposal,
dedicate more resources to lobbying since the ac-
counting approach is considered decisive due to its
ability to affect the future of the leasing industry.

Molina and Mora (2015), also studied the posi-
tioning of pressure groups and who analyzed the
comments sent before 1FRs 16 was released. The re-
sults show that the stakeholders involved in the pro-
cess utilize the conceptual framework of the 1Frs to
present their arguments and make the task of lobby-
ing against standard setting bodies more effective.

However, the studies that analyze the probable
effects of the adoption of the standard focus on
Europe. For example, Giner et al. (2018) simulat-
ed the effects of the application of 1Frs 16 in com-
panies listed in the sToxx All Europe 100 index
using the Monte Carlo method. The results of this
research show that aspects such as liquidity and
return on assets would decrease, while leverage
and return on equity would increase. In addition,
the results show that certain strategies can be ap-
plied to soften the impact of 1rRs 16 (e.g., reduc-
ing the lease term). Similarly, Morales-Diaz and
Zamora-Ramirez (2018) analyzed 646 European
companies listed on the stock market and found
that, after adopting the 1FRs 16, the key financial
balance ratios of the companies are significantly
impacted, especially in terms of leverage.

On the other hand, researchers in Europe have
studied topics other than the impact of 1FRs 16 on
financial statements. For example, Arimany et al.
(2018) analyzed the level and evolution of the cri-
teria of the breakdown of information associated
with operating leases. The study sample included
Spanish and British companies between 2005 and
2011. The results of a profit model for panel data
show that England organizations have higher lev-
els of disclosure than Spanish companies, and the
determinants are associated with media coverage
and the company’s sector.

Rivada et al. (2014) also cover “Spanish and
British companies but focus on the effects of the
standard on listed companies”. The results show
that the impact is significant, with decreased rRoa

(return on assets) and increased debt ratio. The
authors identify that the company’s sector is more
representative than its country of operation. Ad-
ditionally, the study suggests that due to the im-
plementation of 1FRs 16, companies may choose
to modify their financing policies to mitigate the
effect of the standard.

Fit6 et al. (2013) analyzed 52 Spanish compa-
nies for the period between 2008 and 2010, and
they assessed the potential impact of the standard
using the constructive capitalization method and
compared it with the factor method. The results
show that the impact is significant for the leverage
ratios, which may be an important economic con-
sequence since it would affect the capital structure,
debt commitments, and relative position of the
organization in the market. The study also shows
that the most affected companies are those in the
retail and energy sectors.

In Spain, Giner and Pardo (2018) analyzed
“whether the capitalized operating leases present-
ed in the footnotes of financial statements by the
Spanish companies listed in the stock exchange
for the period from 2010 to 2013 are valued by us-
ers when setting market prices”. Similarly, the re-
search identifies the effect of including operating
leases using the constructive capitalization meth-
od; the results suggest that the change will not
have a significant impact on stock market users
but that variations in the debt commitments of the
adopting companies are expected.

Furthermore, Pardo and Giner (2018) study
the nonfinancial entities in Spain listed in the
1BEX 35 and identify the consequences of a change
in accounting standards on operating leases in
companies and financial information users. The
constructive capitalization method is used, and
nonparametric tests are used to estimate the ef-
fect on the key ratios of the companies. The results
show that the impact on the ratios of the entities is
significant, and it is more representative of larg-
er companies with higher market value. The study
also identifies that companies in the retail sector
show a greater increase in EBITDA (earnings before
interest, tax, depreciation, and amortization).

As for other geographical areas, Chatfield et al.
(2017) carried out a study of hotel companies in the
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United States. The study shows that hotel companies
make extensive use of operating leases. Consequent-
ly, the implementation of the standard unfavorably
impacts debt ratios and leasehold interest coverage.
In addition, it was found that the implementation
can take time and money for companies in the sec-
tor. In addition, Alabood et al. (2019) analyze the
impact of 1FRs 16 on three airlines that operate in
the Middle East and demonstrate that the recogni-
tion of operating leases in the financial statement
creates great challenges for these entities, including
the market response to radical changes in the key
ratios of the companies.

Another study that analyzes the impact of 1Frs 16
Leases was carried out by Nurkasheva et al. (2018),
who showed that the financial indicators, capital
leverage, and EBITDA of Kazakhstan companies
are significantly impacted and that the impact was
greatest for retail and airline companies. The study
also suggests that the new standard may influence
the special terms of loan contracts, credit ratings,
loan costs, and stakeholder perception of the com-
pany. In Colombia, the study conducted by Moreno
and Diaz (2019) analyzes the possible effects of 1FRs
16 on leasing agreements for companies in the aero-
nautical sector, identifying that with the entry into
force of the standard, there may be changes in the
recognition of leasing contracts that were previously
recognized as operating and that with 1rrs 16 will
be recognized in the financial statement.

Similarly, research conducted in Mexico by
Lambreton and Rivas (2017) shows that after the
incorporation of the standard, changes in the fi-
nancial statements associated with increases in as-
sets, current liabilities, and long-term liabilities are
expected. On the other hand, decreases in equity
are expected because of the standard on retained
earnings from capitalization. In Brazil, the study
conducted by Barboza and Katsumi (2018) identi-
fies that the implementation of the standard will
produce variations in key indicators such as roa,
ROE and, EBTDA, this study also shows that because
of the adoption of the standard, an increase in the
use of professional judgment in the recognition of
economic operations in the financial statements
is expected. This partially coincides with the re-
search conducted by Suzuki, Viera and Willrich
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(2021) which shows variations in the indicators of
leverage, capital structure, and profitability of the
organizations.

Studies following the adoption of the standard
in Latin America focus on Brazil. Rodrigues et al.
(2022) analyzed the impacts reflected in the eco-
nomic and financial indicators after the adaptation
to IFRs 16 using the consolidated financial state-
ments of 2018 and 2019, evidencing that, in the
components of total assets, fixed assets, non-cur-
rent liabilities and net income a positive variation
is presented concerning the previous year and
only current liabilities decreased; in the indica-
tors of liquidity, Roa and capital structure refer to
the composition of long-term debt and the equity
participation of third parties, a reduction was pre-
sented. In this same line, Vitor Seidler and Fagun-
des (2020), show how the adoption of 1FRs impacts
the equity structure of companies and produces
changes in the explanatory notes accompanying
the financial statements.

On the other hand, De Sousa Silva, Gonzales,
and de Almeida Santos (2022) analyze the level
of compliance with the accounting disclosure re-
quirements required by 1FRs 16, finding that most
companies have not yet adapted to the level of the
disclosure, outlined in the new technical standard,
since they disclose a little more than half of the
items set forth.

The studies presented in the prior literature
above show the importance of analyzing the im-
pact of 1FRS 16 on organizations. Some previous
studies have revealed the potential effects of the
standard in Latin America and other countries,
but no known study has analyzed the effects of the
standard in the post-adoption period in Colombia.
Therefore, this study is an important tool that can
be used to understand the effects of the leasing
standard in Colombian companies, identifying
useful aspects of the new regulatory framework

Methodology

The methodology used to develop this research is
a mix of qualitxative and quantitative approaches.
First, a quantitative analysis is performed to identify
the potential impacts of the standard. In this case,
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Bolsa de Valores de Colombia. (2019) states that
“the financial statements and notes are studied for
100 % of the entities listed on the Colombian Stock
Exchange, which amount to 68' Colombian entities
with active marketability as of December 2019”.
These reports, which serve as the primary source of
information, are taken from the data published by
the Super Intendencia Financiera de Colombia.

In the first application of 1FRs 16, the potential
effects of the application of the standard were es-
tablished to identify whether the entity presented
a variation due to reclassification or equity impact,
whether it did not present a material impact or
whether information on the impact and/or imple-
mentation of the standard was not provided. The
financial statements of entities that presented eq-
uity impacts were analyzed using the Gray Con-
servatism Index. The conservatism index has its
origin in the cultural influence theory of account-
ing (Gray, 1988). The elimination of conservatism
can alter managerial behavior by imposing signifi-
cant costs on investors.

The Gray Conservatism Index is used to measure
the impact of 1FRs 16 on the financial statements of
the companies studied. This index has been pre-
viously used in studies conducted by Weetman
and Gray (1990, 1991), Adams et al. (1993), Cooke
(1993), Hellman (1993), Norton (1995), Jiménez et
al. (2015a), Ali et al. (2016) Pelucio et al. (2019) and
Karatzimas and Zounta (2011). Gray (1980) devel-
oped the measurement index in 1980, and it was
subsequently modified by Weetman et al. (1998).
This index allows the convergence process between
accounting standards to be measured through em-
pirical research and identifies the impact on the
financial information presented (Jiménez et al.,
2015b). Consequently, the measurement index en-
ables the differences seen in the financial statements
due to the implementation of the new standard to
be calculated.

1 The entities analyzed correspond to 100 % of com-
panies listed on the Stock Exchange for December
2019.

On this basis, and considering the needs of the
research presented in this case, the variable used is

represented by
CAFS IFRS) — CAFS IFRS
IClyg = —F2UTES) TBev w100 (py
CAFS (IFRS (_})
Where:
Component of the financial statement
CApsqrrsy = presented according to International
Financial Reporting Standards (ifrs 16).
Component of the financial statement
CA presented according to the International
FSUERS ¢.p) Financial Reporting Standards before ifrs
16 went into effect.
Individual comparability index for each
ICI, = component of the financial statements

analyzed

Additionally, the literature review identified
the key financial indicators that are potentially af-
fected by the adoption of the standard, for which
an ex-ante and ex-post analysis of the application
of the standard is carried out.

Subsequently, the content analysis method is
applied to the disclosures made by companies that
adopted the standard is analyzed. Content analy-
sis, as described by:

Chavez (2002), is any technique, method, or
procedure that seeks to identify certain elements
in documents, whether written, drawn, or record-
ed. In other words, content analysis involves the
interpretation of texts from a compilation of in-
formation through systematic reading; here in, the
disclosures of the financial statements of the com-
panies listed in the bvc are considered

The content analysis is performed for 32 cate-
gories that correspond to the disclosures that both
lessee and lessors must present, 20 of which corre-
spond to the information of the lessee, and 12 cor-
respond to that of the lessor. On this basis, a score
of 0 or 1 is assigned; a value of 1 indicates that the
entity must apply the standard as a lessee and/or
lessor, and 0 is assigned otherwise. Once it is es-
tablished that the entity must apply the section of
the standard, whether the entity has disclosed the
required regulatory aspects is analyzed. A value of
1 is assigned if the disclosure complies, and other-
wise, a value of 0 is assigned. Thus, a total of 2176
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analyzed data were obtained. Additionally, since it
is the first annual report under 1FRs 16, an analysis
is carried out to identify which initial implementa-
tion solutions were used for the lessors according
to Appendix C, subparagraph 10 of 1Frs 16.

The disclosure index based on the 1FRs 16 crite-
ria is obtained by calculating the sum of the scores
achieved by the company and then dividing by the
maximum number of possible points, as follows:

Ir = Zi: Xic )
nc
Where:
Ir = Disclosure index by company.
nc=  Number of categories evaluated.
Xic = 1 if the entity being studied has the
characteristic.

0 if the entity being studied does not
have the characteristic.

Such that0 < ir <1

Considering the above literature, Giner et al.
(2018); Morales-Diaz and Zamora-Ramirez (2018),
Nurkasheva et al. (2018), and Fit6 et al. (2013) it is
evident that the indicators that may have the great-
est impact are ROE, debt, and leverage; these indi-
cators were calculated following the provisions in
Table 1, shown below.

Table 1. Financial indicators

Indicator Calculation variables

ROE Net income divided by equity
Debt Total Liabilities divided by Total Assets
Leverage Total Liabilities divided by Total Equity

Source: Elaboration by authors

To analyze the impact of the standard on these
three indicators, we simulated in 2019, what would
be the result of the main components of the finan-
cial statement. For this purpose, the notes to the
financial statements were analyzed and the ac-
counting entries associated with the impact of the
standard were reversed. In this way, the data with-
out the effect of 1FRs 16, were obtained.

Revista Facultad de Ciencias Econémicas = Vol. 30(2)

To identify if the variation in the equity of the
companies after the adoption of IFRSI16 is signifi-
cant, the Wilcoxon test is performed. This test al-
lows us to identify the significant differences in two
related samples (Wilcoxon, 1945). In this context,
we construct the following research hypothesis:

The equity of Colombian entities after the adop-
tion of 1FRs 16 differs significantly from the equity
of these entities as the effects of adoption are not
included.

Results and discussions

The analysis of the impact of the first adoption of
IFRS 16 on the entities listed in the Bvc shows in
Table 2 that 50.00 % of the entities present vari-
ations due to reclassification in the statement of
financial position, which is the highest percentage
for the companies observed. Similarly, 17.65 % of
the entities show equity variation, as detailed in
Table 3, and 14.71 % do not show material impacts,
as specifically reflected in the financial statements.
Furthermore, 8.82 % do not relay information as-
sociated with the impact of the implementation of
IFRS 16 but did modify their policies to adapt them
to the criteria of the standard. The opposite occurs
in 8.82 % of the companies that neither disclose
any information related to IFRs 16 nor update their
leasing policy with the criteria of the standard.
This factor draws attention to compliance with in-
ternational standards and the transparency of the
information reported by these entities.

Table 2. Impact of the application of IFRS 16 on entities
listed in the Bvc

Variable Percentage

Reclassification Variation 50.00 %
Equity impact 17.65 %
No material impact 14.71%
No information was associated with the impact

of IFRS 16 implementation 8.82%

No reference is made to the implementation

of IFRS 16 8.82%

TOTAL 100 %

Source: Elaboration by authors based on data from financial
statements of entities listed in the BvC as of December 31, 2019
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The equity impact has been taken from the

statement of changes in equity, together with the
notes to the financial statements, which specifically

Table 3. Equity impacts of adopting the standard

disclose the impact of the first-time application of
the standard. Table 3 details the equity impacts of
the adoption of the standard.

Variable Minimum Maximum Mean Median Std. Deviation
ABS ICI . 0.00005 0.05539 0.00692 0.00087 0.01557
ICI, - 0.05539 0.00815 - 0.00344 0.00024 0.01679
Variables analyzed*

X** - 495,229 26,986 - 48,857 4,224 151,038
abs(x) 4 495,229 63,868 11,516 144,799
Equity 84,088 26,883,919 9,890,288 6,743,451 10,138,111
3 entities with negative variation 25%

9 entities with positive variation 75%

Source: Elaboration by authors based on the data from the financial statements of the entities listed in the Bvc as of December 31, 2019.

* Expressed in millions of Colombian pesos **Equity impact value.

The 16.18 % of entities with equity impacts cor-
respond to 12 entities, of which one belongs to the
commercial sector, five to the financial sector, five
to the industrial sector, and one to the service sec-
tor. As the Table above shows, there is a 5.53 % im-
pact on equity due to the adoption of the standard
in absolute terms, in one of these entities, with-
out considering negative and positive effects. The
mean impact on the companies was 0.692 %. If the
negative and positive variations are considered,
then there is a negative impact on equity of 5.53 %
in one of the entities studied which corresponds
to the commercial sector. The greatest positive im-
pact is 0.815 %, which corresponds to a banking
institution. The mean that considers negative and
positive differences is 0.344 %. As previously stat-
ed in total, of the 68 entities, 12 presented patri-
monial impacts, 25 % showed negative variations
and 75 % of the entities analyzed showed positive
variations.

As shown above, the mean impact on the equity
of the companies studied belonging to the indus-
trial, financial, and service sectors is less than 1 %.

Only one of the entities from the retail sector has a
negative equity impact of 5.53 %, which is associ-
ated with the recognition of the right-of-use assets,
lease liability, and the effect of the regulation on
the equity of investments that are accounted for
using the equity method. Therefore, it is observed
that in 11 of the 12 companies analyzed, the level
of conservatism is maintained. These results par-
tially agree with the research developed by Pelucio
et al. (2019).

The application of the Wilcoxon test evidenced
a rejection of the null hypothesis, so the research
hypothesis is accepted. Therefore, there is a signif-
icant variation between the equity of the entities
before including the effects of 1Frs 16 and after the
effects of 1FRs 16, with a significance level of 5 %
and a p-value of 0.013.

The equity variations produced in the financial
statements of the companies studied affect the key
performance indicators (i.e., ROE (return on equi-
ty), debt and leverage). The following Table 4 shows
the effects seen in 17.65 % of the companies that
presented a change in equity because of adopting
the standard compared to 2018 which is the period
immediately preceding the adoption.
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Table 4. Variation in the key indicators of the companies listed in the BvcC

Indicators with the application of ifrs 16

Variable 2019
Minimum  Maximum Mean Median Stam.iar.d
Desviation
ROE 0,0161 0,2231  0,0994 0,104 0,0650
Debt 0,0557 0,8965  0,5044  0,5097 0,3114
Leverage 0,0590 8,6611  2,6118  1,0467 3,2140

Indicators without application of ifrs 16

2018 Difference
inMean
Minimum Maximum Mean Median Stam-iar.d
Desviation
0,0161 0,2247 0,013 0,1074 0,0671 - 0,0019
0,0556 0,8884 10,4906  0,4886 0,3107 0,0138
0,0589 9,6014  2,6970 1,0019 3,4443 - 0,0852

Source: Elaboration by authors using data from the financial statements of entities listed in the Bvc as of December 31, 2019.

The key indicators of the studied entities show
some variations, the highest difference in the mean
is seen in the leverage indicator, which has a vari-
ation of -8.52 %. Previous studies carried out by
Rivada et al. (2014), Fito et al. (2013), Giner et al.
(2018), Morales-Diaz and Zamora Ramirez (2018)
and Nurkasheva et al. (2018), whose studies show
that the adoption of the standard could poten-
tially affect the leverage indicator. Similarly, ROE
decreased by 0.19 %. This information is contrary
to the research carried out by Giner et al. (2018).
On the other hand, indicators such as debt showed
an increase in the average of the factors analyzed
of 1.38 %. This information is consistent with the
studies conducted by Giner and Pardo (2018);
Rivada et al. (2014) and Fit6 et al. (2013). These
results show how accounting standards affect the

earnings of companies. Therefore, entities in the
periods before to the adoption of the standard
should study the possible effects and prepare in
advance for the adoption of the standard.

These variations in equity and the key perfor-
mance indicators of the companies studied must
be analyzed along with the compliance with the
disclosures required by the standard, as stated by
EFRAG (2011), it is important to identify if the stan-
dard has met the objectives set by the regulatory
organization. To do so, the content analysis tech-
nique is applied to the qualitative variables that
must be disclosed by the entities in their financial
statements and footnotes. The following Table 5
summarizes the 32 categories analyzed for the 68
entities listed in the Bvc based on the 1FRs 16 para-
graph that explicitly requires disclosure.

Table 5. Qualitative analysis of factors to be disclosed by the entities studied

IFRS 16 paragraph with explicit

Number of entities that Number of entities

Percentage of

disclosure criteria meet this category that disclose compliance
47 (a) 58 Iy) 72%
47 (b) 58 48 83%
49 58 14 24%
50 (a) 58 37 64 %
50 (c) 52 6 12%
52 58 4 %
53(a) 58 36 62 %
53 (b) 58 46 79 %
53(c) 55 40 73%
53(d) 53 38 72 %
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53 (e) 8 6 75%
53(f) 7 6 86 %
53(qg) 58 20 34%
53 (h) 54 35 65 %
53(i) 4 4 100 %
53 (j) 58 47 82 %
58 58 35 60 %
59 (a) 24 15 63 %
59 (b) 18 10 56 %
59 () 17 13 76 %
90 (ai) 9 3 33%
90 (aii) 15 12 80 %
90 (aiii) 10 7 70 %
90 (b) 14 7 50 %
92 (a) 14 7 50 %
92 (b) 14 11 79 %
93 15 7 47 %
94 15 7 47%
95 32 16 50 %
97 36 9 25%
IFRS 16

General information on whether there 36 22 61 %
are operating leases (Lessor category)

IFRS 16

General information on whether there 15 7 47 %

are finance leases (Lessor category)

Analyzed categories total 32

Source: Elaboration by authors using data from the financial statements of entities listed in the bvc as of December 31, 2019.

Qualitative analysis of the
disclosures of the lessee

From the companies listed in the Bvc, 85 % (58
companies) are lessees who must recognize a
right-of use asset and a lease liability; 41 of these
companies disclose information on such leases in
a single footnote or separate section of the finan-
cial statements, which results in 71 % compliance.
Of these companies, 17 should disclose the lease
restrictions and/or agreements, but only 13 do so,
even though such information is relevant for the

users of the financial statements. Similarly, while
24 companies would have to disclose the nature of
the activities under which they use the lease, only
15 (65 %) do so.

From the 58 companies under the lessee cate-
gory, 42 disclose information on right-of-use assets
separately from other assets, and 16 show it under
Plant and Equipment Property and/or under In-
vestment Property. Only 36 companies provide in-
formation on the depreciation charge of these assets
either through a Table, as suggested by the standard,
or another expression of depreciation. In addition,
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72 % of the companies disclose right-of-use assets
separately, and 60 % show the values correspond-
ing to the depreciation of those assets. Furthermore,
81 % of the lessees disclose the book value of the
right of use assets at the end of the period. Finally,
54 of the lessee companies show an increase in right
of use assets, for which the asset incorporation dis-
closure applies, and only 65 % (35 companies) dis-
close the values and concepts of such incorporation.

For the disclosure of right-of-use liabilities, of
the 58 companies that should include this informa-
tion in the footnotes, 48 disclose it separately, while
the remaining companies disclose it with other ob-
ligations, specifying that the line item include val-
ues for leasing liabilities. Regarding to right of use
liability, only 14 companies (24 %) disclose interest
expenses in their Income Statement for the Period
and Other Comprehensive Income; the others do
not detail it in that statement. For the maturities
of these liabilities, 35 companies (60 %) disclose an
analysis of these maturities separately from the oth-
er liabilities, as suggested by the standard.

Entities that have leases under the lessee cate-
gory must show the expenses and income associat-
ed with this activity in the Income Statement and
disclose them in their footnotes. In this regard, of
the 58 lessee companies for which this concept ap-
plies, 55 meet the criteria due to expenses incurred
for short-term leases, 53 for leasing low-value as-
sets, and eight for expenses in variable leases not
included in the measurement of liabilities. Regard-
ing disclosures, of the 55 companies that meet the
short-term expenses criteria, 40 (73 %) disclose such
information, of the 53 that apply low value assets
expense, 38 comply with the disclosure, and of the
eight companies that have variable lease expenses,
75 % (six companies) show it in the footnotes.

Regarding income, seven of the 58 companies
have income from subleases, and only six disclose
the concepts and their values. For-profits or loss-
es from sale transactions with subsequent leasing,
four entities qualify and 100 % disclose that they
carried out the operation and the corresponding
value of the result. It should be noted that some
entities did not qualify for this operation but did
disclose this activity in their footnotes, i.e., they
specified that they did not obtain gains or losses.
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Regarding the disclosures that lessees must
make in the cash flow statement, of the 58 entities
that apply this concept, 64 % show cash payments
of the principal of the liability in financing activi-
ties and only 34 % disclose total cash outflows from
leases. Furthermore, 52 companies qualify for dis-
closing payments for short-term leases, low-value
assets, and variable leases not included in the mea-
surement of the liability; only six of these compa-
nies comply with the disclosure for such concepts,
within the operating activities in the financial state-
ment mentioned, which confirms the noncompli-
ance with this disclosure.

Qualitative analysis of the
disclosures of the lessor

Considering that 1Frs 16 does change the account-
ing that must be carried out under the lessor cat-
egory, the financial statements of lessors do not
change. However, lessors must provide informa-
tion associated with the operations, where on aver-
age it is evident that 64 % disclose both qualitative
and quantitative information about the activities
and their nature, as well as the risk management
strategy for underlying assets. For companies that
operate as lessors, there are 51 contracts, 15 of
which correspond to financial leases, i.e., owner-
ship of the underlying asset is transferred to the
lessee at the end of the lease term. Either the lessee
can buy the underlying asset or the lease term cov-
ers most of the economic life of the asset (1asB (In-
ternational Accounting Standards Board), 2016).
The remaining 36 companies have operating leas-
es; it should be noted that lessors do not provide
much clarity regarding the type of lease contract.

Regarding financial leases, only seven entities
disclose information, i.e., only 47 % comply with the
disclosure regarding the ownership of assets under
lease with a qualitative and quantitative explanation
of their net investment and the maturities of ac-
counts receivable from leasing; 53 % do not disclose
any type of information about their financial lease
contracts. Regarding operating lease contracts,
while 61 % of the entities disclose information in
their financial statements, only 25% disclose an
analysis of the maturities to be received in the first
five years and the total for the remaining years.
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On average, lessor participation in disclosures
is 53 % positive; in contrast, for lessee companies,
participation is above 65 %, which demonstrates

Table 6.

The number of
companies analyzed

Total analyzed

. Minimum
categories

Maximum Mean

that there is more information and compliance
with the standard due to information related to
operations being provided.

Median Std. Deviation

32 68 0.11538

1.00000

0.61365 0.63475 0.20082

Source: Elaboration by authors using data from the financial statements of entities listed in the Bvc as of December 31, 2019.

Of the companies listed in the Bvc that act as
lessees and/or lessors, 61 % disclose contact in-
formation by the criteria of the standard, which
reveals a lack of compliance with the disclosures
or the presentation of information regarding their
contracts, as indicated by 1FRs 16.

Regarding the initial implementation and the
options in paragraph C10 of 1FRrs 16, the compa-
nies listed in the Bvc used the exceptions detailed
in the following Table 7.

Table 7. Practical options in the initial implementation of ifrs 16

- Percentage
L Practical options in the initial implementation Entltlgs tha? of practical
paragraph use this option .
option use
€10 (@) The entity applied a single discount rate to a portfolio of leases with 12 17.65 %
reasonably similar characteristics. 020
12 17.65% C10 (b): On the date of initial implementation, the entity adjusted
€10 (b) the right of use asset for the amount of any provision for onerous contracts 1 1.47 %
recognized in the statement of financial position immediately prior to the date A
of initial implementation.
The entity acting as the lessee may elect to account for operating leases
C10(c) with a remaining lease term of less than 12 months from the date of initial 50 73.53 %
implementation, as a short-term lease.
€10 (d) Alessee may exclude initial direct costs from the measurement of the right-of- 1 20.59 %
use asset on the date of initial implementation. :
C10(e) Alessee can use a retrospective approach, such as when determining the lease 39 5735 %

term, if the contract includes options to extend or terminate the lease.

Source: Elaboration by authors using the footnotes from the financial statements of the entities listed in the Bvc as of December 31, 2019

Appendix C of 1ERs 16, section 10, provides
lessees who had operating leases classified under
1AS 17 the option to select one or more solutions
to support the adoption of 1FrRs 16. Some of these
practical options used by the entities allowed op-
erating leases to be counted as short-term leases,

which occurred in 73.53 % of the entities ana-
lyzed. This alternative allows companies to lessen
the impact of the standard, a strategy planned by
Giner et al. (2018) in a study carried out on the
companies in the sToxx All Europe 100 index.
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Similarly, 57.5 % of the entities use a retrospec-
tive approach, and these companies do not modify
the information predating 1Frs 16. Thus, 20.59 %
of the companies choose to exclude the initial di-
rect costs of the measurement of the right-of-use
asset on the date of initial implementation, and
17.65 % apply a single discount rate to the lease
portfolio with similar characteristics. Only one
entity (1.47 %) adjusts the right-of-use asset on the
date of initial implementation by the amount cor-
responding to onerous contracts recognized in the
statement of the financial position immediately
before the date of initial implementation. Finally,
it is found that most solutions recognize expenses
due to short-term contracts and use information
retrospectively, showing an improvement in the
disclosure of information regarding leases, despite
not reaching 100 % of the disclosure objectives re-
quired by the standard. This allows users to access
more complete and clearer information

Conclusions

The objective of this research is to identify the im-
pacts produced by the adoption of 1FRs 16 on the
entities listed in the Bvc in Colombia. This is the
first known study that analyzes the impacts of the
standard in Latin American countries. This study
shows that, after 1FRs 16 was adopted by the en-
tities listed in the Bvc, the greatest impact was
associated with variations due to reclassification
(50.00 % of entities), followed by the equity impact
experienced by the companies studied (17.65 %).

In 25 % of entities with an equity impact, the
variation was negative, and in 75 %, there was a
positive variation due to the implementation of the
standard. Similarly, it is important to consider the
inferior disclosure characteristics shown by 8.82 %
of the entities. Despite being required to incorpo-
rate the principles of 1ERs 16, these entities did not
change their leasing policy and did not report the
potential impacts of the standard, which contra-
dicts the qualitative characteristics of financial in-
formation established by the 1FRrs.

The analysis carried out with the key indica-
tors of the company shows that leverage was the
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most affected indicator after adopting the stan-
dard, which is consistent with previous research.

On the other hand, the ROE decreased, while
debt increased as predicted in previous research.
However, the effects of a standard cannot be gen-
eralized and deserve to be studied in a particular
way in each geographical context. Additionally,
regarding the practical options used in the initial
implementation of the standard, 73.53 % of the
entities opted to account for operating leases with
a term of 12 months or less as short term leases,
a strategy that mitigates the impacts of adopting
the standard. This aspect also shows how entities
modify their operating practices according to the
effects that may occur with the application of a
new standard.

Regarding the qualitative aspects to be report-
ed by the companies studied, it is observed that,
on average, the entities using the lessor category
comply with 53 % of disclosures; however, for les-
see companies, 65 % of disclosures fit the 1FrRs 16
criteria, which reflects increased information and
compliance with the standard. This result is main-
ly due to the change that occurred under 1Frs 16
for the lessee category.

The analysis of the impact of the adoption of
the standard shows that, despite presenting an in-
crease in disclosures, none of the companies reach-
es 100 % of the required disclosures in aspects that
apply to the entity. Therefore, the objectives pro-
posed by the standardization organism would be
partially achieved. Therefore, this study can help
entities identify the aspects that must be disclosed
so that the practices carried out by the companies
that must apply 1FRs 16 are optimized. In addition,
the disclosure study could be replicated in other
contexts to analyze if the objectives pursued by the
standard in terms of disclosure are achievable by
the adopting entities, especially if it is considered
a variable that has been little studied in previous
research since only one of them analyzes the vari-
ations that the standard produces in terms of dis-
closure. Future studies could perform a long-term
analysis of the effect of the lease standard on the
entity’s financial results.
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