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International Accounting Standards
Board (IASB)

30 Columbus Building

7 Westferry Circus

Canary Wharf

London E14 4HD

United Kingdom

13 October 2025

Dear Member of the Board,

Re: Request for Information — PiR IFRS 16 Leases

BusinessEurope welcomes the opportunity to comment on the Request for Information
regarding the Post-implementation Review (PiR) on IFRS 16.

BusinessEurope is of the view, that IFRS 16 in general is working as intended for simple
lease arrangements, provides useful information and does not give rise to diversity in
practice.

There are, however, some examples where IFRS 16 leaves some room for improvement.

Instead of answering to the PiR question by question, we take the liberty to describe
issues, where IFRS 16 could be improved.

Should you have any questions, please do not hesitate to contact us.

Yours sincerely,

//CW\

Erik Berggren

Senior Adviser
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Appendix

Topic

Description

Presentation of Cash
Flows from lease
arrangements

In the current situation, cash flows from lease arrangements
are presented as financing cash outflows by the lessee.
Compared to separate transactions, i.e. assuming debt and
acquiring the asset, where there is a cash inflow from
financing activities with a corresponding cash outflow from
most commonly investing activities, the presentation is quite
different. While we are aware that there is a discussion on
grossing up such transactions, i.e. recording a cash inflow
from financing activities and a cash outflow from investing
or operating activities, we believe that such a change could
only be made in fundamental review of IAS 7. Therefore we
believe that such transactions must maintain to be recorded
as non-cash transactions.

Lease Modifications

Lease Payments

When future lease payments are forgiven, there is still
diversity in practice as to whether apply IFRS 16’s guidance
on lease modifications or the guidance from IFRS 9
regarding the modification of a financial instrument.

The Board should provide for clarity as to which standard
should be applied.

IFRS 16 distinguishes between fixed, in-substance fixed
and variable lease payments. However, it is not always
clear how to differentiate between variable and in-
substance fixed payments. We therefore believe that
additional guidance could solve application issues in this
regard, potentially indicating whether circumstances under
the control of one of the parties to the lease arrangement
would be in-substance fixed (e.g. lease payments that vary
with the number of products produced, where only products
ordered by a customer/lessee are produced).

In addition to this, we would also like to highlight the
standing inconsistency with the treatment of variable lease
payments in sale-and-leaseback-transactions. We believe
that a more aligned measurement procedure (i.e. not
including variable lease payments in the measurement of a
lease liability from a sale-and-leaseback transaction) would
be beneficial in terms of comparability and consistency.

Termination of lease
arrangements in a sale
of assets forming a
disposal group

When entities divest from business by way of an asset deal,
they apply IFRS 5 to the disposal group and measure it at
the lower amount of fair value less cost to sell and the
carrying amount. Precondition is that the carrying amount
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“Presentation of income
from lease
| arrangements

through continuing use (IFRS 5.6). A lessee may, by way of
the asset deal sales transaction, transfer a right-of-use
asset (e.g. the lease of a building) to the buyer. IFRS
16/IFRS 5 does not provide guidance as to whether such a
transaction would be a) a modification of the existing lease
arrangement because the lessee will effectively terminate
its right of use and bear no more obligation of the lease

liability or b} a sale of the right of use asset within the |
disposal group because the lessee transfers (by way of |

contract modificationfamendment) its RoU-asset to the
buyer. The result and timing of the result could be quite
different.

IFRS 18.B32(c) specifies that revenue from finance leases
(lessor perspective) is to be presented within the operating
category provided that an entity undertakes customer
financing as a main business activity. In respect to revenue
from operate leases IFRS 18 only includes limited
guidance. As an example for assets that generate a return
individually and largely independently of the entity’s other

resources (IFRS 18.53(c)), IFRS 18.B46(b) names |
investment properties, and receivables for rent generated |
by those properties. But operate leases are offered by |

entities in several other constellations (e.g. operate leasing

contracts offered by a leasing entity or operate leasing |

contracts offered by a car manufacturer...). Therefore,
revenue from operating leases does not always qualify as a
return generated largely independently of the entity’s other
resources. But IFRS 18 does not include specific guidance
for presentation of operate iease income besides the
above-mentioned example in IFRS 18.B46(b) which leads
to diversity in interpretation.

Discount Rates

Either use a stated discount rate of the contract and or the
marginal rate.




