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2Disclaimer
This presentation has been prepared for discussion at a public educational meeting of the US 
Financial Accounting Standards Board (FASB) and the International Accounting Standards Board 
(IASB).
It is not intended to represent the views of the boards or any individual member of either board or 
the staff.
Comments on the application of IFRS® Standards or US GAAP do not purport to set out 
acceptable or unacceptable application of IFRS Standards or US GAAP.
Tentative technical decisions are made in public and reported in FASB Action Alert or in IASB 
Update. Official positions of the FASB or the IASB are determined after extensive due process 
and deliberations.
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Recent application questions discussed by the IFRS Interpretations Committee

Structure of the paper

Narrow-scope standard-setting related to sale and leaseback transactions



Recent application questions 
discussed
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Recent application questions discussed by the IFRS 
Interpretations Committee

Tentative Agenda DecisionsCompleted Agenda Decisions

How to determine the enforceable period and lease 
term? Is the useful life of leasehold improvements 

limited to the lease term?

Lease Term on Cancellable leases

Does a customer have the right to direct the use of a 
ship when many of the decisions about use are 

predetermined in the contract?

Definition of a Lease—Decision-making Rights

Slides 6-7

Sale and leaseback with variable payments

Does IFRS 16 apply to a transaction in which an entity 
sells its equity interest in a subsidiary that holds one 

asset and leases that asset back?

Sale and leaseback of Asset in Single-asset Entity
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Seller-
lessee

Buyer-
lessor

Leases 
asset 
back

Sells an 
asset*

Sale and leaseback transactions

1. Derecognise the asset 
2. Recognise the ROU asset (proportion of the previous 

carrying amount)
3. Recognise gain or loss (to the extent of rights 

transferred)

Accounting for sale and leaseback transactions

* The transaction satisfies the requirements in IFRS 15 to be accounted for as a sale

Seller-lessee
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CU1,350

CU450

How does a seller-lessee measure the ROU asset and gain, if payments for the leaseback are variable 
and do not meet the definition of lease payments (eg the payments are linked to sales)? 

Sale and leaseback with variable payments

CU750

Asset’s 
carrying amount
(Total CU1,000)

CU250

Sale price 
(Total CU1,800)

Right-of-use 
retained

Rights 
transferred Dr Cash CU1,800

Dr Right-of-use asset CU250

Cr Asset CU1,000

Cr Liability CU450

Cr Gain CU600

Seller-lessee

Agenda Decision published in June 2020

Subsequent 
measurement?



Narrow-scope standard-
setting related to sale and 

leaseback transactions
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Proposed Amendment to IFRS 16

Lease Liability in a Sale and Leaseback

Publish Exposure Draft in Q4 2020

Next steps

Proposals
• specify method for initial measurement of ROU 

asset and lease liability
• specify subsequent measurement of lease 

liability
• include example illustrating the accounting 

(at the transaction date and subsequently)

No changes to the underlying 
principles in IFRS 16

How does a seller-lessee subsequently measure the liability that arises in a sale and leaseback 
transaction? 
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10Questions for the Boards (agenda papers 12A and 12B)

• Is there any additional information Board members would like 
about the activities undertaken? 

• Do Board members have any comments on those activities?
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