
a) The issue is one of whether the provisions of IFRS 16 Leases apply. Relevant points would include:
· IFRS 16 states that a contract contains a lease if it conveys the right to control the use of identified assets for a period of time in exchange for consideration.
· The right to control is determined by whether the customer (Diamond) has the right to substantially all the identified assets’ economic benefits and the right to direct the use of the assets.
· Diamond has the exclusive use of the transporters for a 5 year period in exchange for annual payments.
· Although Garnet can substitute the transporters during the 5 year term, it seems unlikely that they would do so, as there are substantial costs in branding and fitting out the transporters to Diamond’s requirements. 
· Diamond determines the itinerary for the transporters and the nature of the cargo to be carried. There is a restriction in the contract on the nature of the cargo, but this is a reasonable restriction and while it defines the scope of Diamond’s use, it does not prevent it from being able to direct the use of the transporters.
· Given the above, the contract contains a lease and, consequently, a right of use asset and a lease liability should be recognised at contract inception.
· The lease liability would represent the present value of the lease payments discounted at the interest rate implicit in the lease. The cost of the right of use asset would represent the lease liability plus any payments made at the inception of the lease plus in this case the legal and other costs incurred.
· The right of use asset would be depreciated over the 5 year lease term.

