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This paper has been prepared for discussion at a public education 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® Accounting Standards or US GAAP do not purport to set

out acceptable or unacceptable application of IFRS Accounting 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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Overview of FASB Post-Implementation Review (PIR)

Objectives

* Determine whether a
standard is accomplishing
its stated purpose

 Evaluate the selected
standard’s implementation
and continuing compliance
costs and related benefits

* Provide feedback to
improve the standard-
setting process

Stages

« Stage 1: Post-issuance
date implementation
monitoring

« Stage 2: Post-effective
date evaluation of costs
and benefits

« Stage 3: Summary of
research and reporting

PIR Oversight

* PIR process is subject to FAF

Board of Trustees’ oversight

* PIR process was amended in

2020 to transition leadership
of PIR projects to FASB

* FASB reports on the progress

of PIR projects during public
meetings and meetings with
FAF Board of Trustees

* Final PIR report is published

on the FAF website

Recently Completed and
In Progress PIRs

 Topic 606, Revenue from
Contracts with Customers

« Completed in 2024
» Topic 842, Leases

« Targeting completion in
2025

» Topic 326, Financial
Instruments—Credit
Losses

« Targeting completion in
2026
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Post-Implementation Review

Implementation Costs and Benefits Research and

February 2016 I\F;Ionitoring Evaluation Reporting

» Leases (Topic 842) » Responded to almost 400 * Public company preparer - Discuss the results of
Accounting Standards technical inquiries survey completed research at public Board
Update issued . Discussed leases  Outreach with preparers, meetings and prepare a
implementation issues at auditors and regulators final report for Standard-

20 public Board meetings * Feedback gathering from Setting Process Oversight
advisory groups Committee (SSPOC)

* Issued 10 Updates, with 2
deferring Topic 842 for
private companies and Not-
for-Profit organizations

» Qutreach with users and
discussion with Investor
Advisory Committee

* Formation of Private

* Staff Q&A - COVID Company Council (PCC)
« Educational Materials and leases working group in
Implementation Website response to private

« Public Webcasts company feedback

* Public Roundtable

F’ FINANCIAL
/SBncccummG
.f/ STANDARDS BOARD 3

Copyright 2025 by Financial Accounting Foundation, Norwalk CT. For non-commercial, educational/academic purposes only.



Leases PIR Project—Recent and Next Steps

The Board discussed the post-implementation review (PIR)
activities completed on Topic 842 and the status of the Leases

September 2025 PIR process.
* Link: Board Handout

Board Meeting

 Participants: preparers—public and nonpublic entities,
practitioners, investors

Public Roundtable  Discussion purpose: Benefits and costs of the Leases

tember 202 standard, implementation and ongoing challenges, standard-
Sep ember 2025 setting activities (including the history of the Leases project)

* Link: Roundtable Discussion Materials

Board Meeting » Board to consider roundtable feedback and areas of
October 2025 improvement before finalizing the PIR
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https://fasb.org/Page/ShowPdf?path=BMHO20250903.pdf&title=September%203,%202025%20Board%20Meeting%20Handout
https://fasb.org/page/showpdf?path=September%2012%202025%20Leases%20Roundtable%20Discussion%20Materials_updated.pdf&title=September%2012,%202025%20Public%20Roundtable%20Meeting%20on%20the%20FASB%E2%80%99s%20Post-Implementation%20Review%20(PIR)%20of%20Topic%20842,%20Leases%20-%20Meeting%20Agenda

PIR Activities Completed

FASB staff proactively solicited stakeholder feedback on the Leases standard, from both a lessee and
lessor perspective.

Stakeholders included:

» FASB advisory groups

* Public accounting firms

* Industry groups

* Individual public and nonpublic entity preparers

* Investors and other users (for example, lenders and sureties)

» AICPA’s Private Company Practices Section Technical Issues Committee
* Regulators

» Academics

Other PIR activities include:

» Surveyed public entity and nonpublic entity preparers about their experiences with implementing and applying the Leases standard
« Actively monitored agenda requests and technical inquiries for pervasive implementation or ongoing application issues

» Reviewed 33 academic studies related to the effects of the Leases standard (lessee perspective)

» Provided educational materials, implementation website, and public webcasts
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Lessee—Primary Areas Raised

General Implementation Issues, Systems, and Processes
Transition

Discount Rate

|dentification of a Lease, Including Embedded Leases
Specific Recognition and Measurement

Lease Modifications™®

Allocating Between Lease and Nonlease Components

Sale and Leaseback, Including Built-to-Suit*

Related Party Leases

QR A . i i
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Lessor—Primary Areas Raised

Allocating Between Lease and Nonlease Components

Specific Recognition and Measurement

Interaction with Revenue Recognition Guidance
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Two investor outreach programs—2020 and 2025, in addition to users on FASB Advisory Groups
- Sell-side and buy-side analysts, credit rating agencies, and others
- Investors follow a wide range of entities in diverse industries and sectors

Mixed feedback on operating lease liabilities and assets

- Use without adjustments

- Use with adjustments

- Revert to legacy analyses (six to eight times rent expense)

‘ Income statement—many prefer the expense recognition for both operating and finance

/

‘ Statement of cash flows—diversity in the presentation of operating lease activities

Disclosures provided by the Leases standard are an improvement to those provided under legacy GAAP

s
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Non ublic Entity Users—PIR Activities and Feedback

Outreach conducted with users from the PCC, Not-for-Profit Advisory Committee, PCC liaison meetings, and
individual outreach meetings.

- Lenders, sureties, bond rating agencies, and private equity and venture capital

Overall user feedback on report lease information:
Many nonpublic entity users—financial reporting information is decision useful

Other nonpublic entity users—financial reporting information has not provided improved benefits when
compared with legacy GAAP

Changes to users’ systems—some banks needed to make systems changes to accommodate the
financial information resulting from the Leases standard

Lenders indicated that it took them a significant amount of time to assess the effect of the Leases standard on
their clients. In some cases, covenants were amended and loans were restructured.
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Feedback About Potential Opportunities for
Improvements to the Standard-Setting Process

Systems and Process Disclosure Versus
Assumptions Recognition

Convergence

Effective Date —
Transition Guidance Multiple Major
Standards




Thank You
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