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Document No.53
October 08, 2025

To the International Accounting Standards Board

Accounting & Tax Committee

Japan Foreign Trade Council, Inc.
Comments on Request for Information “Post-implementation Review IFRS 16 Leases”

The following are the comments from the Accounting & Tax Committee (hereafter, “the
Committee”) of Japan Foreign Trade Council (JFTC) regarding the International
Accounting Standards Board (IASB)’s Request for Information “Post-implementation
Review IFRS 16 Leases.” JFTC is a trade-industry association with Japanese trading
companies and trading organizations as its core members, and one of the principal
functions of the Committee is to respond to developments in Japanese and international
accounting standards. (Member companies of the Committee are listed at the end of this

document.)
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Question 2—Usefulness of information resulting from lessees’ application of judgement

(a) Do you agree that the usefulness of financial information resulting from lessees’ application
of judgement is largely as the IASB expected? If your view is that lessees’ application of
judgement has a significant negative effect on the usefulness of financial information, please
explain why.

(b) Do you agree that the requirements in IFRS 16 provide a clear and sufficient basis for
entities to make appropriate judgements and that the requirements can be applied
consistently? If not, please explain why not.

(c) Ifyour view is that the IASB should improve the usefulness of financial information
resulting from lessees’ application of judgement, please explain:

(i) what amendments you propose the IASB make to the requirements (and how the
benefits of the solution would outweigh the costs); or
(il)) what additional information about lessees’ application of judgement you propose the

IASB require entities to disclose (and how the benefits would outweigh the costs).

(a) We agree. On the other hand, it is necessary to carefully judge the lease term for
each contract, and substantial costs are emerging for grasping options to extend or
terminate a lease and assessing the certainty of exercising those options. Also, because
the contents of options differ in each contract, it is difficult to assess the certainty of
exercising options using uniform standards; there is a possibility that different entities
may reach different judgements, even for the contracts with the same terms and

conditions, and there are concerns that the comparability between entities may decline.
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Question 5—Potential improvements to future transition requirements

Based on your experience with the transition to IFRS 16, would you recommend the IASB does
anything differently when developing transition requirements in future standard-setting projects?
If so, please explain how your idea would ensure:

(a) users have enough information to allow them to understand the effect of any new
requirements on entities’ financial performance, financial position and cash flows; and

(b) preparers can appropriately reduce their transition costs when implementing new
requirements for the first time.

+ Regarding standards that anticipate large-scale system modifications like IFRS 16,
we would like the period before compulsory application to be set longer and
continued efforts made so that these will not become an excessive burden for

preparers of financial statements.

+  While we understand that considerations were given to reducing the burden on
preparers, because multiple transition measures were developed for the application
of IFRS 16, the burden of examining which transition measure to apply emerged.
Also, consequently, comparability may be lost by having different transition
measures applied by different entities (there may be room to consider the approach

of minimizing the choices of transition measures).

Question 6.4—O0Other matters relevant to the assessment of the effects of IFRS 16

Are there any further matters the IASB should examine as part of the
postimplementation review of IFRS 16? If so, please explain why, considering the

objective of a post-implementation review as set out on page 5.

* While exemptions to IFRS 16 recognition are permitted for short-term leases and
leases for which the underlying asset is of low value (IFRS 16.5), the expenses
related to these are required to be disclosed (IFRS 16.53 (¢)-(d)), and we would like
these disclosure requirements to be deleted because the ongoing costs are high.

We understand that these disclosure requirements are to secure comparability
between entities which lease assets and entities which purchase assets because for
property, plant and equipment with a short economic life or of low value, there are

no exemptions corresponding to short-term leases or leases of low-value assets.
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On the other hand, from the standpoint of the preparers of financial statements,
regarding these lease contracts that are considered to have little materiality, making
individual judgements on the application of a new accounting model and collecting
the necessary information for disclosure is a considerable burden in practice.
Regarding short-term leases, because “are expected to be used for more than one
period” is included in the definition of property, plant, and equipment (IAS 16.6),
we think that the impact on users of financial statements from deleting these
disclosure requirements would be limited.

Also, under Japanese accounting standards, not posting depreciable assets with little
materiality as property, plant and equipment is permitted, and under US GAAP as
well, setting thresholds for the posting of assets in the guidance from major
accounting firms is permitted. Therefore, we think comparability with the
acquisition of tangible fixed assets, etc. can be sufficiently secured by deleting the

disclosure requirements for leases of low-value assets as well.

Regarding disclosure pertaining to variable lease payments, there are doubts about
whether disclosure of single-year PL data which are off-balance-sheet based on the
standards (these are simply included in SG&A expenses or the costs of goods sold)
may be called truly useful information for users of financial statements. The

preparation costs are also a problem.

[Reference]

IFRS 16 BC217

“the expenses related to short-term leases and leases of low-value assets... and the
expense related to variable lease payments not included in the measurement of lease
liabilities. These disclosures provide information about lease payments for which

assets and liabilities are not recognised in the balance sheet.”
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