
IFRS 16 Leases – observations and hot topics

NORSK OLJEREGNSKAPS- OG SKATTESYMPOSIUM 2019
—
18 June 2019



2© 2019 KPMG AS, a Norwegian limited liability company and a member firm of the KPMG network of independent member firms affiliated with KPMG International Cooperative (“KPMG International”), a Swiss entity. 
All rights reserved. 

Has IFRS 16 met its objectives?

?

Financial statement impact 
quantified

Preparer engagement User uptake

Systems and embedding

On-time without significant 
amendments Late-breaking issues



IFRS 16 in the Q1 interim 
report
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RoU assets / total assets:

Selected OSBEX entities – significant impact (in %)

Selected OSBEX entities – less significant impact (in %)

Effect of implementation per 31 December 2018

Implementation method
— OSBEX entities have mainly chosen modified 

retrospective as transition alternative without 
changing comparative figures

— The method provides practical benefits and is less 
labor intense
- However, more challenging in terms of providing 

clear additional information to explain the 
transition

- And, need to compensate for lack of comparative 
figures
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How should IAS 34 be interpreted?
— Minimum Requirements: description of the nature and effects of the changes
— Stakeholders wants full IFRS 16 notes?
— Practice is closer to the minimum requirement.

Description and quantification of the implementation effect
— All companies have disclosed the impact on important accounting items

Disclosure in interim financial statements
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Varying level of disclosure on key issues and discretionary assessments
— We see great diversity in practice in disclosure related to  key issues, with different ‘depth’ and details of information 

being disclosed
— General information – ‘checklist approach’
— Limited disclosure on how the transition rules are applied

Reconciliation of nominal operating lease obligations reported in accordance with IAS 17 and estimated present 
value of future lease obligations reported in accordance with IFRS 16
— Combined with information on the weighted average discount rate, this is considered to provide good information to 

understand the numerical effects of the transition itself, but only a limited number of companies have presented a 
complete reconciliation

Disclosure in interim financial statements
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Various alternatives have been 
observed for specifying the effect 
IFRS 16 has had on the income 
statement in the quarterly accounts:

Comparability 2019 vs 2018
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Diversity in practice regarding disclosure of discount rate
— Mixed practice on providing information about discount rates
— Different degree of detail 
— Large span in estimated discount rates

Examples

Discount rate
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Other observations:
— Key figures and APMs are not always clear
— Non-uniform practice in relation to updating definitions (non GAAP)
— Diversity in practice regarding additional presentation of comparative figures for 1Q 2019 based on IAS 17
— No examples yet of providing adjusted 2018 figures according to IFRS 16 
— In the comments to the quarterly accounts, almost all companies comment on the effect on key figures during the 

period, excluding IFRS 16

Comparability between periods is achieved by:
— Present the full Q1 2019 result statement, including and excluding IFRS 16, or
— Presents EBITDA or other APMs/ non-GAAP performance measures according to IFRS 16 and in accordance with 

IAS 17

Interim reporting 1Q 2019
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Examples 1Q 2019
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Comparing oil & gas entities

Company
Modified 

retrospective
RoU asset vs PPE 

(% impact)
Discount 

rate
Equinor Yes 6,1 % 3,10 %
Shell Yes 7,0 % 7,20 %
Total Yes 5,0 % 4,50 %
BP Yes 6,4 % 3,50 %
Repsol Yes 4,5 % 3,00 %
ENI Yes 7,9 % -
AkerBP Yes 4,2 % 6,70 %
Source: 2018 annual report and/ or 1Q 2019 interim reporting

- All applied modified retrospective 
method for implementation

- Mostly weighted average incremental 
borrowing rate applied 

- Great variety in level of disclosure in 
both 2018 annual reports and 1Q 2019 
interim reporting

- Different approaches to non-GAAP 
performance measures 



Implementation 
challenges
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PROJECT 
STATUS

ACCOUNTING 
JUDGEMENTS

PRACTICAL 
CHALLENGES 

REGULATORS

IFRS 16: One year further… some observations from KPMG

COMMUNICATIONS TRANSITION

Observations



Accounting hot topics
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IASB activity

Standard-setting

― Lease incentives
― IFRS 16 Example 13

― Income taxes on leases
― Initial recognition exemption

Closed IFRIC items

― Cloud computing arrangements
― Is there a lease?

― Leases in joint arrangements
― Who records the lease 

liability?

Open IFRIC items

― Subsurface rights
― Is there a lease?

― Incremental borrowing rate
― Term and maturity 

― Lease term
― Cancellable leases
― Depreciation of leasehold 

improvements
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Lessee – incremental borrowing rate

“The rate of interest that a lessee would have to pay to borrow over a similar term,

and with a               similar security, the funds necessary to obtain an asset of 

a similar value to the right-of-use asset in a similar economic environment.”

£

Company A
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Determining the IBR

Reference borrowing

Adjustments

Incremental borrowing rate
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IBR – some current talking points

?

Other asset-related adjustments

Term of reference borrowing “Notching”

Is there a GAAP difference?

Security Listed debt and liquidity



Your financial 
statements
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Some key focus areas

How best to explain the change ?
Capturing the data for the detailed disclosures ?

Separate presentation vs disclosure of ROU assets and lease liabilities ?
How to present / explain movements in KPIs ?
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Recommended publication

IFRS 16 Leases Supplement : Guide to financial statements

https://assets.kpmg.com/content/dam/kpmg/xx/pdf/2017/12/ifrs16-ifs-supplement-2017.pdf


Have we met the 
objectives of the 
standard?
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Has IFRS 16 met its objectives?

?

Financial statement impact 
quantified

Preparer engagement User uptake

Systems and embedding

On-time without significant 
amendments Late-breaking issues



Thank you
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