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NEW IFRS 16 –Tax treatment of Leasing Contracts 
 
 
Abstract 

 
Ministerial Decree 5.8.2019 (hereinafter the Decree) regulates the tax aspects of leasing 
contracts accounting according to IFRS 16.  
 

 
 
In detail 
 
Leasing contracts 

Starting from 2019 
financial statements, 
companies adopting IFRS 
shall account leasing 
according to IFRS 16. 

Pursuant to paragraph 9. 
of IFRS 16 "the contract is, 
or contains, a lease if, in 
exchange for a 
consideration, it confers the 
right to control the use of a 
specified asset for a period 
of time". 

From the lessor point of 
view the accounting doesn’t 
substantially change, while 
for the lessee the 
accounting rules are 
significantly impacted.  

Accounting by the Lessee  

Both for financial lease and 
operating lease, the lessee 
shall account for a right of 
use asset (ROU) that is 
depreciated over the useful 
life of the underlying asset 
or over the lease period. 

In parallel, the lessee shall 
account for a financial 
liability equal to the total 
principal amount due for 
the whole contract and 

shall book in the profit and 
loss the interests charged 
by the leasing company. 

The Decree provides the 
Corporate Income (IRES) 
and Regional Production 
tax (IRAP) rules applicable 
for the lessee in the light of 
the new accounting 
standard. 

The Decree distinguishes 
the tax treatment of the 
ROU depreciation 
depending on whether it is 
a "ownership- transfer" 
lease or not. A “ownership – 
transfer” is applicable for 
contracts that transfer the 
ownership of the asset at 
the end of the contract or 
leases in which the cost of 
the asset consisting of the 
ROU reflects the fact that 
the lessee will exercise the 
purchase option. In 
particular:  

Ownership-transfer lease 

The Decree provides for a 
complete fiscal coincidence 
between the ROU and the 
underlying tangible or 
intangible asset. 

 

As a consequence: 

•the depreciation of the 
ROU is deductible within 
the limitations set forth by 
art. 102, 102-bis and 103 of 
the Italian Tax Code; 

•the increase of the 
accounting value of the 
ROU due to estimate of 
costs to be incurred by the 
lessee in dismantling and 
removing the underlying 
asset, restoring the site on 
which it is located or 
restoring the underlying 
asset, it is relevant for tax 
purposes; 

•the ROU shall be included 
in the register of fixed 
assets; 

•in case the underlying 
assets is a tangible asset, 
maintenance expenses are 
deductible according to the 
provisions set forth by art. 
102, paragraph 6, of the 
Italian Tax Code; 

•ordinary deduction 
limitations apply for vehicle 
expenses (art. 164 of the 
Italian Tax Code), 
telephone expenses (art. 
102, paragraph 9) and 
land component of real 
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estate properties (art. 36, 
paragraph 7, of Law 
Decree n. 223/2006); 

•the sale of the lease 
contact qualifies as a 
capital gain according to 
art. 86 of the Italian Tax 
Code; 

•for IRAP purposes the 
depreciation of the ROU is 
deductible in accordance 
with the general rule of 
financial statements costs. 

No Ownership-transfer 
lease 

Art. 1, paragraph 2, of the 
Decree provides that the 
depreciation is deductible 
according to art. 103, 
paragraph 2, of the Income 
Tax Code, over the useful 
life of the ROU or the 
accounting lease contract 

term, whichever is shorter. 
The accounting lease term 
may reflect the impact of 
extension or termination 
options. 

Lastly, art. 1 of the Decree 
provides that ROU 
adjustments are relevant 
for tax purposes, with 
exclusion of mere 
revaluations and 
impairment. 

The only exception concerns 
revaluations and 
impairment booked in 
application of the fair value 
model pursuant to IAS 40. 

First time adoption 

IFRS 16 first time adoption 
(FTA) mainly impacts the 
No Ownership-transfer 
leases for which it will be 
necessary for the first time 

to book the ROU and the 
corresponding liability. 

The Lessee will have to 
apply IFRS 16 retroactively 
to the financial year of 
IFRS 16 first adoption 
(2019), therefore triggering 
a difference between the 
accounting and tax value of 
the lease assets, unless a 
16% substitute tax is paid 
on the FTA differences 
(option to be elected in 
form RQ of 2019 corporate 
income tax return of 
imminent filing). 
If the ROU equals the 
financial liability, no 
substitute tax is due.    

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 For any further information, please contact us at studio@ctep.it 

 
The above tax information illustrates some tax measures of particular interest; however, it does not contain a full description of the 
topics dealt with and does not represent a professional opinion.  
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