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Cover Note

Objective

1

The objective of this session is to seek EFRAG FR TEG-CFSS members' views on the summary
of the feedback the IASB obtained in response to the Request for Information (‘RFI’) on the

Post-implementation Review (‘PIR’) of IFRS 16 and the tentative decision the IASB will agree

at its March meeting. EFRAG FR TEG-CFSS members' views will inform the views provided
by EFRAG at the forthcoming March 2026 ASAF meeting (see agenda paper 11-02 for
background purposes).

The International Accounting Standards Board (IASB) March meeting will take place after
the EFRAG FR TEG-CFSS meeting. As the IASB staff plan to finalise their agenda papers by
16 March 2026 only, these papers will be shared once they become available.
Consequently, recommendations and assessments related to the March 2026 IASB staff
agenda papers are not included in this agenda paper.

Background of the project

3

In June 2024 the IASB began the PIR of IFRS 16 and conducted outreach with consultative
groups and other stakeholders to inform the RFI which was published on 17 June 2025.

4 The EFRAG Secretariat began its preparatory work for the expected RFl early (in December

2023) to inform the IASB on any existing issues. The EFRAG Secretariat collected feedback
for developing the EFRAG' draft comment letter (DCL) through comprehensive outreach.
Based on the rich feedback collected, EFRAG published its DCL on 28 July 2025 for public
consultation. EFRAG received 16 comment letters and performed some (limited) outreach
activities since the publication of the DCL. EFRAG published its final comment letter (FCL)
on 23 October 2025. Inits FCL EFRAG addressed several high priority topics where standard
setting seems to be necessary. Areas for targeted improvements include conceptual issues

regarding the presentation and disclosure of cash flow information. EFRAG also highlighted
application issues regarding whether some contracts fall within the scope of IFRS 16,
particularly in relation to certain intangible assets such as software licences and cloud
computing services, as well as the complexity of distinguishing between a lease and an in-
substance purchase. Lastly, EFRAG raises issues related to the interactions between IFRS
16 and other IFRS accounting standards, specifically for distinguishing between lease
modifications under IFRS 16 and lease liability extinguishments under IFRS 9 Financial
Instruments and in relation to the interaction with IFRS 15 Revenue from Contracts with

EFRAG FR TEG-CFSS meeting 19 March 2026 Paper 11-01, Page 1 of 8


https://www.ifrs.org/content/dam/ifrs/project/pir-ifrs-16/rfi-iasb-2025-1-pir-ifrs-16.pdf
https://www.ifrs.org/content/dam/ifrs/project/pir-ifrs-16/rfi-iasb-2025-1-pir-ifrs-16.pdf
https://www.efrag.org/sites/default/files/media/document/2025-07/Draft%20Comment%20Letter%20-%20PIR%20IFRS%2016%20Leases.pdf
https://www.efrag.org/system/files/sites/webpublishing/Project%20Documents/2312211547057359/EFRAG%20Comment%20letter%20-%20Post-implementation%20Review%20IFRS%2016%20Leases.pdf

Post-implementation review of IFRS 16 Leases (‘PIR of IFRS 16’)
Customers on sales and leaseback transactions. In addition, users highlighted that
disclosures are partly insufficient and called for meaningful disclosures, especially in areas
involving significant judgment — such as lease term, discount rate and variable lease
payments.

Project update

5 The IASB met in January and February 2026 to discuss the feedback received on the RFI, a
plan for the next phase of the project and an updated review of academic literature
relevant to the PIR IFRS 16.

Feedback received by the IASB on the RFI
Question 1 — Overall assessment of IFRS 16

Predominant IASB feedback?(see separate paper 11-02 for comprehensive summary of
feedback)

6 Most IASB stakeholders noted that IFRS 16 is meeting (or largely meeting) its objective and
its core principles are clear. 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, they also 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.

7 Many preparers from various regions said it is unclear what the benefits of IFRS 16 are and
whether the information is useful. Most of the stakeholders commenting on the ongoing
costs considered them to be high, with many saying that they are significantly higher than
the IASB expected.

EFRAG FCL

8 EFRAG’s view was aligned to the predominant feedback received by the IASB (overall
positive with areas for improvement). The FCL highlighted that IFRS 16 was generally
working well and had largely met its objective, with constituents welcoming improved
transparency and comparability from bringing most leases onto lessees’ balance sheets. It
also noted the more faithful representation of lease obligations and the reduced need for
user adjustments, alongside improvements in preparers’ internal controls and data quality.
However, it also highlighted the high level of judgement required in areas such as lease
term and discount rate determination, especially for non-vanilla contracts, the high
ongoing costs for preparers, and the users request for better disclosures.

Question 2 — Usefulness of information resulting from lessees’ application of judgement
Predominant IASB feedback?

9 Many stakeholders agreed that the usefulness of financial information resulting from
lessees' application of judgement is largely as the IASB expected. However, most
stakeholders, acknowledged that significant judgement required in determining the lease

1 Extended summary of the IASB’s feedback is included in Agenda Paper 7A Feedback Summary - overall assessment of IFRS 16

2 Extended summary of the IASB’s feedback is included in Agenda Paper 7B Feedback Summary - usefulness of information resulting

from lessees' application of judgement
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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.
Some provided negative or mixed overall feedback.

Many stakeholders suggested the IASB provide additional guidance, illustrative examples
and specific disclosure requirements to support consistent application of the requirements
and improve comparability although they generally agreed that the standard provides a
good basis for entities to make judgments.

Examples of additional guidance 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 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.

EFRAG FCL

Looking at the cover letter of the FCL question 2 is not classified as high priority by EFRAG.
However, EFRAG points out that users addressed that disclosures are partly insufficient and
called for meaningful disclosures, especially in areas involving significant judgment — such
as lease term, discount rate and variable lease payments. While the disclosure objective
contained in paragraph 51 of IFRS 16 is well articulated and requires the respective
information the disclosures published in financial statements sometimes prevent users
from properly assessing the effect that leases have.

In the appendix, EFRAG acknowledged that while IFRS 16 improved financial reporting,
significant judgement in key areas led to diversity in practice and comparability issues:

(a) Lease Term. Complex arrangements pose challenges in determining non-cancellable
periods. Users called for more disclosures on assumptions.

(b)  Discount rates. It was highlighted the difficulties faced by companies in determining
the interest rate implicit in the lease and in applying the Incremental borrowing rate
(IBR). The comment letter included some suggestions from constituents on potential
simplifications.

(c)  Variable lease payment. Increased use of service-based and variable lease structures

may leave to off-balance sheet items and reduced relevance.

Stakeholders suggested improvements or solutions, which may be further considered by
the IASB to mitigate the negative impacts of the use of judgement (see par. 28 of the FCL).
Users request for sufficient disclosures of the areas subject to judgement is highlighted.

Question 3 — Usefulness of information about lessees’ lease-related cash flows

15

Predominant IASB feedback®

The IASB received mixed views on this question. Many stakeholders agreed that overall the
improvements to the quality and comparability of financial information about lease-related

3 Extended summary of the IASB’s feedback is included in Agenda Paper 7C Feedback Summary - usefulness of information about

lessees' lease-related cash flows
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cash flows that lessees present and disclose are largely as the IASB expected. Conversely,
many said that improvements were lower than expected or provided mixed feedback.

Some stakeholders noted that the IASB should consider this feedback on the Statement of
Cash Flows and Related Matters project.

EFRAG FCL

EFRAG addressed it as high priority conceptual issue. EFRAG’s views reflected the concerns
raised by stakeholders about the presentation and disclosure of lease-related cash flows
and the difficulties to connect the statement of cash flows with the other primary financial
statements.

Concerns focused on whether splitting lease payments between operating and financing
activities, and into principal and interest components, faithfully reflected lease transactions
and limited comparability with debt-financed purchases and insufficient disclosures. EFRAG
considered this to be a high-priority issue and encouraged the IASB to address these aspect
in its statement of cash flows project.

Question 4 — Ongoing costs for lessees of applying the measurement requirements

19

20

21

Predominant IASB feedback?

Most stakeholders 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. IASB’s 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. They also noted that entities
incur high costs of continuous training of personnel to deal with complex IFRS 16 matters
and to engage external consultants to assist with applying the measurement requirements.

Suggestions to address the high ongoing costs include:
(@)  reducing the frequency of when the lease liability is required to be remeasured;
(b)  using an unchanged discount rate when remeasuring lease liabilities;

(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 disclosure requirements.

EFRAG FCL

Similarly to the predominant feedback received by the IASB, EFRAG was of the view that
ongoing costs remained significant for industries with large and complex lease portfolios
and may be disproportionate for entities with relatively few lease assets. Key cost included:

(@) IT costs for complex requirements such as differentiated treatment of scope
increases and decreases, and discount rate changes due to lease term revisions;

(b)  Determining discount rate which often require external data;

4 Extended summary of the IASB’s feedback is included in Agenda Paper 7D Feedback Summary - ongoing costs for lessees
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(c) Lease modifications and index-based remeasurements requiring repeated complex
recalculations demanding dedicated IT solutions; and

(d) Disclosure requirements especially those in paragraph 16.59(b) (i.e. future cash
outflows related to variability and extension/termination options) which are costly
and require time-consuming data collection.

EFRAG also suggested potential improvements to reduce costs:

(e) revising the low-value asset exemption suggesting that the fixed monetary threshold
included in the BC should be linked to materiality and extended to subleases;

(f)  facilitating the practical use of the portfolio approach, which was currently limited
due to concerns about reflecting one-off events; and

(g) reconsidering the disclosure requirements in paragraph 16.59(b).

Question 5 — Potential improvements to future transition requirements
Predominant IASB feedback®

22 Most stakeholders who commented on this question agreed that IFRS 16’s transition
requirements achieved an appropriate balance between reducing costs for preparers and
providing useful information to users. Most of the stakeholders who commented
specifically on having multiple transition options recommended that the IASB should
provide flexibility in transition options.

EFRAG FCL

23 EFRAG’s views were aligned with most stakeholders as it considered that the requirements
achieved an appropriate balance between cost relief and decision-useful information.
Going forward, EFRAG stated that the IASB should continue to assess on a case-by-case
basis whether exemptions from full retrospective application are justified, ensuring that
comparability for users of financial statements is not undermined.

Question 6.1 — Applying IFRS 16 with IFRS 9 to rent concessions
Predominant IASB feedback®

24 Most of the stakeholders who commented on this aspect said there is a lack of clarity and
suggested the IASB provide guidance that would reduce diversity in practice.
EFRAG FCL

25  Similarly, EFRAG noted uncertainty about whether forgiveness of lease payments should
be treated under IFRS 9 or IFRS 16 and that that the IASB’s July 2024 amendments to IFRS
9 did not resolve this conflict. It recommended a narrow-scope project to clarify the
distinction and determine which Standard prevails when the distinction is unclear, viewing
the issue a high priority.

5 Extended summary of the IASB’s feedback is included in Agenda Paper 7A Feedback Summary - potential improvements to future

transition requirements

6 Extended summary of the IASB’s feedback is included in Agenda Paper 7B Feedback Summary - Other matters
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Question 6.2 — Applying IFRS 16 with IFRS 15 when assessing whether the transfer of an asset in
a sale and leaseback transaction is a sale

26

27

28

Predominant IASB feedback’

Many of those who commented on this matter highlighted diversity in how a seller-lessee
makes judgements and suggested the IASB improve guidance on the matter or develop
clearer requirements.

EFRAG FCL

EFRAG highlighted challenges in assessing whether the transfer of an asset in a sale and
leaseback transaction qualified as a sale. Key issues included whether renewal options
covering most of an asset’s economic life precluded sale accounting and how to determine
the unit of account in partial leasebacks (e.g. one floor of a building).

These issues were considered prevalent and high priority. EFRAG recommended that the
IASB undertake standard-setting action, such as providing clarifying guidance or illustrative
examples, to address these challenges and reduce diversity.

Question 6.3 —Applying IFRS 16 with IFRS 15 to gain or loss recognition in a sale and leaseback
transaction

29

30

Predominant IASB feedback®

Most of the stakeholders noted that restricting gains or losses in a sale and leaseback
transaction provides useful information, even though many of them highlighted its
complexity and high cost.

EFRAG FCL

EFRAG was not aware of new information indicating that the cost—benefit balance of the
partial gain or loss recognition requirements was significantly different from what was
expected.

Question 6.4 — Other matters relevant to the assessment of the effects of IFRS 16

31

32

33

Predominant IASB feedback®

Some respondents raised concerns about lessor accounting, determining the scope of IFRS
16 and identifying a lease (including the distinction between in-substance purchases and
leases and the distinction between leases and service contracts which were raised by a few
respondents); and corporate wrappers.

EFRAG FCL

EFRAG highlighted two additional high-priority issues not covered in the RFI: (1) the
distinction between a lease and an in-substance purchase of an asset, and (2) identifying
lease transactions.

EFRAG’s constituents did not raise concerns about lessor accounting but raised application
challenges on the interaction between IFRS 16 and IFRS 10 when a sale and leaseback
transaction involved the disposal of a single asset through a corporate wrapper.

7 Extended summary of the IASB’s feedback is included in Agenda Paper 7B Feedback Summary - Other matters

8 Extended summary of the IASB’s feedback is included in Agenda Paper 7B Feedback Summary - Other matters

% Extended summary of the IASB’s feedback is included in Agenda Paper 7B Feedback Summary - Other matters
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Stakeholders had expressed concern regarding the fact that current guidance did not
provide sufficient clarity on how the requirements in IFRS 10 interacted with the IFRS 16
requirements on sale and leaseback transactions, potentially leading to inconsistent
accounting outcomes in practice.

EFRAG raised this issue in its Appendix 2 — Other issues of the comment letter. EFRAG
considered this to be a broader topic that had previously been considered by the IASB in
the context of the Post-implementation Review of IFRS 10, IFRS 11 and IFRS 12, as well as
the Post-implementation Review of IFRS 15, and that it is expected to be considered by the
IASB in the next Agenda Consultation.

Other aspects

35

36

37

The EFRAG Secretariat was informed by a European preparer of an additional issue related
to IFRS 16 that was not raised in EFRAG’s comment letter. The concern is linked to the
discussion by the IFRS Interpretations Committee (IFRS IC) on the economic benefits arising
from the use of a battery under an offtake arrangement.

The preparer cautioned that the fact pattern considered is straightforward. Although they
do not oppose the outcome proposed by the International Accounting Standards Board
(IASB) staff, they highlighted that the wording used in the tentative agenda decision could
influence the assessment of contracts with similar—though not identical—fact patterns,
potentially leading to unintended consequences.

In particular, they raised concerns about the statement that the economic benefits from
the use of the battery are its storage capability and capacity. In some fact patterns,
although the offtaker manages the operation of the battery, the battery owner may still
receive a significant share of the related cash flows (e.g. 60%). From their perspective, such
arrangements may be better characterised as service contracts in which the offtaker
manages the battery on behalf of the battery owner.

Updated academic literature review presented in February 2026

38 The updated literature review underlined a few items. A literature review was presented
in the March 2025 meeting of the International Accounting Standards Board (IASB). The
paper presented in February 2026 provided a summary of the additional academic
literature relevant to the PIR of IFRS 16, identified since the initial review. The review
focuses also on empirical financial-statement and market effects.

Next steps

39 The IASB is expected to discuss and make decisions on the various PIR IFRS 16 issues raised

by stakeholders on the following dates:
(a)  Ongoing costs for lessees of applying the measurement requirements (March 2026);

(b)  Usefulness of information resulting from lessees’ application of judgement (March
2026);

(c)  Usefulness of information about lessees’ lease-related cash flows (April 2026);
(d)  Applying IFRS 16 with other IFRS Accounting Standards (May 2026);
(e)  Other matters relevant to the assessment of the effects of IFRS 16 (June 2026);

(f) Potential improvements to future transition requirements (Q3 2026); and
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(g)  Overall assessment of IFRS 16 (Q3 2026).

Questions for EFRAG FR TEG-CFSS

40
41

What are your views on the summary of the feedback received by the IASB?

Paragraphs 35 to 37 explain an issue raised by a preparer is linked to the discussion by
the IFRS Interpretations Committee (IFRS IC) on the economic benefits arising from the
use of a battery under an offtake arrangement. Are you concerned that this tentative
agenda decision could have unintended consequences on similar contracts not
considered to be leases? (see as well IFRS IC paper 12-01)
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