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are reported in the IASB® Update.

Purpose of this session

1. The staff invites comments and questions from the members of the Accounting

Standards Advisory Forum (ASAF) on:

(a) the summary of feedback on the Request for Information Post-implementation

Review of IFRS 16 Leases (RFI); and

(b) the International Accounting Standards Board’s (IASB’s) tentative decisions

reached by March 2026.
2. This paper includes:

(a) background information:
(1) project objective (paragraphs 3-5);
(i)  project update (paragraphs 6-7); and
(iii))  feedback overview (paragraphs 8-29);

(b) next steps (paragraphs 30-32); and

(©) questions for ASAF members.
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Background information

Project objective

3. The objective of the Post-implementation Review (PIR) of IFRS 16 is to assess
whether the effects of applying the new requirements on users of financial statements
(users), preparers, auditors and regulators are as intended when the new requirements

were developed.

4. A PIR involves assessing whether the new requirements are overall working as
intended, with the benefits to users of the information arising from applying the new
requirements not significantly lower than was expected and the costs of applying the
requirements and auditing and enforcing their application not significantly greater

than was expected.

5. On 17 June 2025 the IASB published the RFI. It was open for comment for 120 days
until 15 October 2025.

Project update

6. The IASB met on 28 January 2026 to discuss:

(a) a summary of the first part of the feedback on the RFI. Agenda Papers

included:

(1) Agenda Paper 7A Feedback summary—overall assessment of IFRS 16.

(1))  Agenda Paper 7B Feedback summary—usefulness of information

resulting from lessees’ application of judgement.

(ii1))  Agenda Paper 7C Feedback summary—usefulness of information

about lessees’ lease-related cash flows.

(iv)  Agenda Paper 7D Feedback summary—ongoing costs for lessees.

(v) Agenda Paper 7E Feedback summary—users of financial statements.
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(b) a plan for the next phase of the project—see Agenda Paper 7F Plan for PIR of
[FRS 16 phase 2.

7. The IASB met on 25 February 2026 to discuss:
(a) the remainder of the feedback on the RFI. Agenda Papers included:

(1) Agenda Paper 7A Feedback summary—potential improvements to

future transition requirements.

(il)  Agenda Paper 7B Feedback summary—other matters.

(b) an updated review of academic literature relevant to the PIR—see Agenda

Paper 7C Academic literature review—update.

Feedback overview

Question 1 in the RFI—Overall assessment of IFRS 16

8. Almost all stakeholders provided their overall views on IFRS 16. Of those
stakeholders:

(a) most said IFRS 16 is meeting (or largely meeting) its objective and its core

principles are clear (that is, they provided positive overall feedback);

(b) some said the Standard is not meeting its objective, because it fails to provide
useful information that would faithfully represent the economics of leases (that

is, they provided negative overall feedback); and

(©) some provided mixed overall feedback.

9. Most stakeholders commented on the overall improvements to the quality and
comparability of financial information about leases and most of them agreed that the
overall improvements are largely as expected. However, most stakeholders (including
most that provided positive overall feedback) raised a wide range of concerns (some
more significant than others) about the usefulness of information resulting from the

application of significant judgement in determining discount rates and lease terms.
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10.

11.

12.

13.

14.

15.

16.

Many preparers from various regions said it is unclear what the benefits of IFRS 16

are and whether the information is useful.

Many stakeholders commented on the overall ongoing costs of applying the
requirements in IFRS 16 and auditing their application. Most of them expressed
concerns about high ongoing costs, with many saying that they are significantly

higher than the IASB expected.

Question 2 in the RFI—Usefulness of information resulting from lessees’

application of judgement

Most stakeholders provided feedback on Question 2 in the RFI and many of them

generally agreed that the usefulness of financial information resulting from lessees

application of judgement is largely as the IASB expected.

However, most stakeholders, including most users, acknowledged that significant
judgement required in determining the lease term, incremental borrowing rate or
which variable lease payments to include in the lease liability, might lead to

inconsistent application and reduce comparability between entities.

Although many stakeholders agreed that the requirements in IFRS 16 generally
provide a clear and sufficient basis for entities to make appropriate judgements, they
still suggested the IASB provide additional guidance, illustrative examples and
specific disclosure requirements to support consistent application of the requirements

and improve comparability.

Some stakeholders said the requirements in IFRS 16 do not provide a clear or
sufficient basis for entities to make appropriate judgements and asked the IASB to
consider clarifying and simplifying requirements, providing additional guidance and

enhancing disclosure requirements.

Examples of clarifications and additional guidance that stakeholders requested include
guidance on assessing the ‘reasonably certain’ threshold when determining lease term

or clarifying how to interpret ‘genuine variability’ and ‘no genuine possibility of not
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17.

18.

19.

occurring” when determining whether a lease payment is in-substance fixed.
Suggestions of disclosure requirements include explicitly requiring lessees to disclose
information about judgements and assumptions in determining lease terms or
requiring lessees to disclose weighted-average discount rates used and the

methodology used in determining incremental borrowing rates.

A few stakeholders who commented said the subjective judgements made by lessees,
particularly in determining lease terms and incremental borrowing rates, lead to
significant variability in how similar leases are reported. Therefore, they disagreed
with the statement that the usefulness of financial information resulting from lessees’

application of judgements is largely as the IASB expected.

However, a few other stakeholders, including a few users, said:

(a) the exercise of judgement is a core principle in the application of principles-
based standards and is necessary to reflect facts and circumstances and

changing environments;

(b) improving the financial information resulting from the application of

judgement would be challenging;

(©) standard-setting cannot resolve matters that indicate non-compliance with the

requirements or inappropriate exercise of judgement;

(d)  the requirements of IFRS 16 allow entities to make appropriate judgements

and can be applied consistently; and

(e) no additional guidance is necessary.

Question 3 in the RFI—Usefulness of information about lessees’ lease-related

cash flows

Many stakeholders commented on the usefulness of information about lessees’ lease-

related cash flows. Of those stakeholders:
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20.

21.

22.

(a) many agreed that overall the improvements to the quality and comparability of
financial information about lease-related cash flows that lessees present and

disclose are largely as the IASB expected; and

(b)  many either explicitly said that the improvements are lower (or significantly

lower) than expected or provided mixed feedback.

Some stakeholders commented specifically on the interaction between this PIR and
the IASB’s research project on the Statement of Cash Flows and Related Matters

saying that the IASB should consider their feedback in that research project.

Question 4 in the RFI—Ongoing costs for lessees of applying the

measurement requirements

Many stakeholders (including almost all standard-setters, many preparers, most
accounting firms and many accountancy bodies) commented on ongoing costs for
lessees of applying the measurement requirements in IFRS 16. Of those who
commented, some stakeholders said ongoing costs are reasonable. However, most
stakeholders (including almost all preparers, most standard-setters, most accountancy
bodies and many accounting firms), who commented on ongoing costs of applying
IFRS 16, expressed concerns about high ongoing costs, with many saying that the
costs are significantly higher than the IASB expected. Stakeholders said entities in
lease-intensive industries, entities with complex lease portfolios or entities that have
to manage leases in multiple subsidiaries or business units are among the most

affected.

Many stakeholders, who commented on ongoing costs of applying IFRS 16, find
many aspects of the Standard very complex to apply, in particular those requiring
significant judgements. Therefore, stakeholders said entities incur high costs of
continuous training of personnel across different functions and sometimes have to
engage external consultants to assist with applying the measurement requirements in

IFRS 16.
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23.

24.

25.

Suggestions stakeholders had for responding to their concerns about high ongoing

costs include:
(a) reducing the frequency of when the lease liability is required to be remeasured;

(b)  permitting an entity to use an unchanged discount rate when remeasuring lease
liabilities for those reassessments and lease modifications that currently

require the use of a revised discount rate;

(c) permitting a lessee to use a risk-free rate, a rate of the parent or an obtainable

borrowing rate;
(d) increasing the scope of the recognition exemptions; and

(e) removing some of the disclosure requirements from IFRS 16.

Question 5 in the RFI—Potential improvements to future transition

requirements

Many stakeholders provided feedback to Question 5 in the RFI. Of those stakeholders:

(a) most agreed that IFRS 16’s transition requirements achieved an appropriate
balance between reducing costs for preparers and providing useful information

to users; and

(b) some said allowing multiple transition options created comparability issues.

Many stakeholders provided recommendations for future standard-setting projects,
particularly about having multiple transition options. Most of the stakeholders who
commented specifically on having multiple transition options recommended that the
IASB should provide flexibility in transition options, while some others expressed

concerns about allowing multiple transition options.
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Question 6 in the RFI—QOther matters relevant to the assessment of the
effects of IFRS 16

26.  Many stakeholders commented on the interaction between IFRS 16 and IFRS 9
Financial Instruments when a lessee accounts for a rent concession. Most of them said
there is a lack of clarity and suggested the IASB provide guidance that would reduce

diversity in practice.

27.  Many stakeholders commented on applying IFRS 16 with IFRS 15 Revenue from
Contracts with Customers in assessing whether the transfer of an asset in a sale and
leaseback transaction is a sale. Many of those who commented reported diversity in
how a seller-lessee makes judgements and suggested the IASB improve guidance on

the matter or develop clearer requirements.

28. Many stakeholders commented on the usefulness of information resulting from
application of partial gain or loss recognition requirements in a sale and leaseback
transaction. Most of them said restricting gains or losses in a sale and leaseback
transaction provides useful information, even though many of those stakeholders
highlighted the complexity and high cost of implementing the model. Some of those
who commented on the matter disagreed with restricting the amount of gain or loss.

29.  Many respondents raised concerns about other matters such as:

(a) lessor accounting;

(b) determining the scope of IFRS 16 and identifying a lease; and

(c) corporate wrappers.

Next steps

30.  Atits March 2026 meeting, the IASB will discuss staff analysis and recommendations

on whether to take any actions in response to stakeholders’ feedback about:

(a) ongoing costs for lessees of applying the measurement requirements in

IFRS 16; and
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31.

32.

(b) usefulness of information resulting from lessees’ application of judgement.

Staff papers for the March 2026 IASB meeting will only be available on the PIR of
IFRS 16 project webpage around 16 March 2026. Therefore, we have provided

information in paragraphs 8-29 of this paper (in particular the summary of feedback
and stakeholders’ suggestions for reducing ongoing costs and enhancing the
usefulness of information resulting from lessees’ application of judgement) to assist
ASAF members in preparing for the ASAF meeting on 31 March 2026 relating to the
PIR of IFRS 16. Further details of the feedback on the topics in paragraph 30 can also

be found in Agenda Paper 7D Feedback summary—ongoing costs for lessees and

Agenda Paper 7B Feedback summary—usefulness of information resulting from

lessees” application of judgement for the January 2026 IASB meeting.

When the staff papers for the March 2026 IASB meeting become available, we will
share them with ASAF members, so that members have time to familiarise themselves
with staff analysis and recommendations for the IASB on the topics in paragraph 30.
At the ASAF meeting, we will provide an oral update on the IASB’s tentative

decisions from its March 2026 meeting.

Questions for ASAF members

1.

Do ASAF members have any comments or questions on the summary of the feedback on the
RFI that the IASB discussed at its January and February 2026 meetings?

Do ASAF members have any comments on the IASB’s tentative decisions reached at its
March 2026 meeting?
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