
 

 

Straight away 
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AASB proposes to delay requirement for NFP 
lessees to fair value peppercorn leases 
 

What's the issue? 

AASB 16 Leases requires not-for-profit (NFP) lessees to fair value their right-of-use 
(ROU) assets subject to ‘peppercorn’ leases (ie. those leases with significantly below-
market terms and conditions) for annual periods beginning on or after 1 January 2019. 
 
At its meeting on 13 November 2018, the Australian Accounting Standards Board 
(AASB) announced that it is has decided to issue an Exposure Draft proposing a 
temporary option to defer these requirements. 
 

Why has this decision been made? 

One of the main reasons for providing this temporary deferral option is the difficulties 
that are being experienced by some NFPs in determining the fair value of their ROU 
assets, particularly given the prevalence of restrictions on these assets. 
  
Further, the AASB wants to avoid placing an undue financial reporting burden on 
private-sector NFPs that may not need to apply the requirements of AASB 16 in the 
future as a result of expected increases in financial reporting thresholds following  the 
ACNC Legislative Review recommendations. 
 

How long is the temporary deferral option expected to remain in 
place? 

 
The temporary deferral option is expected to remain in place until further guidance has 
been developed to assist NFP entities in fair valuing such ROU assets and the financial 
reporting requirements for private sector NFPs have been finalised. 
 

How will NFPs apply this relief in their 2019 financial statements? 
  
NFPs who elect to apply the temporary relief will measure their ROU assets at the 
present value of the payments required, which may be an insignificant amount. 
 
However, entities applying the deferral option will also need to include specific 
disclosures in their financial statements to ensure that users understand the effects on 
the financial position, financial performance and cash flows of the entity arising from 
leases with significantly below-market terms and conditions. 
 
When the temporary relief is removed, the AASB will consider whether to provide 
transitional relief for existing ‘peppercorn’ leases such that only new leases would need 
to be fair valued. 
 
Further information: AASB Action Alert, 14 November 2018. 
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https://www.aasb.gov.au/admin/file/content102/c3/195-ActionAlert.pdf
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