
 
 

1 S e p te m b e r 2 0 2 0

Ea s ton  Bils borou g h
Fin a n cia l Re p or t in g  Cou n cil
8 th  Floor
1 2 5  Lon don  Wa ll
Lond on
EC2 Y 5 AS

By e m a il:  ukfrs @frc.org .u k

De a r  Mr Bils borou g h

De loit t e  LLP
Hill Hous e
1 Lit t le  Ne w S t re e t
Lon d on
EC4 A 3 TR

Ph on e :  + 4 4  ( 0 ) 2 0  7 9 36  3 0 0 0
Fa x :  + 4 4  (0 )2 0  7 5 8 3  1 1 9 8 
www .de loit t e . co .uk

Dire ct  ph on e :  + 4 4  2 0  70 0 7  08 8 4 
ve p oole @de loit t e . co .u k

FRED 7 6 :  Dr a ft  a m e n d m e n t s  t o  FRS  1 0 2  a n d  FRS  1 0 5  –  CO VI D- 1 9 - r e la t e d  r e n t  co n c e s s io n s

De lo it t e  LLP we lcom e s  the  opportu n ity  to  com m e n t  on  FRED 7 6  Dra ft  a m e nd m e n t s  to  FRS 1 0 2  a nd  FRS  1 0 5 
–  COVID-1 9 -re la t e d  re n t  con ce s s ion s .  Our re sp on se s  to  th e  sp e cific qu e s t ion s  ra is e d  in  FRED 76  a re  in
Appe nd ix 1  to  th is  le t t e r .

We  a re  b roa d ly support ive  of the  p ropo se d  a m e n d m e n t s ,  a lth ou g h  we  h a ve  so m e  m inor co m m e n ts .  We  a lso h a 
ve  s om e  d e ta ile d  d ra ft ing  su gge s t ion s ,  wh ich  a re  s e t  ou t  in  Ap pe nd ix 2  to  th is  le t te r .  We  e n cou ra g e  t he FRC 
to  fina lis e  the s e  a m e ndm e n t s  a s  soon a s  pos s ib le  to  e n a b le  b u s in e s se s  to  t a ke  p rom p t  a dva n ta ge  o f th e re lie f 
p rovide d .

If you  h a ve  a n y q ue s t ion s ,  p le a se  con ta ct  Rob e r t  Ca rro ll on  0 2 0  7 3 0 3  2 4 5 8  or rca r ro ll@d e lo it t e . co . uk.
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Ap p e n d ix  1  –  Re s p o n s e s  t o  s p e c ific  q u e s t io n s

1 .  Do  y o u  a g r e e  w it h  t h e  p r o p o s e d  a m e n d m e n t s  t o  FRS  1 0 2  a n d  FRS  1 0 5 ?  I f  n o t ,  w h y  n o t ?
We  b roa d ly a g re e  with  th e  a pp roa ch  propose d  a nd  be lie ve  t ha t  t he  re qu ire m e n t  t o  re cog n is e  the  re d u ct io n  in le 
a se  p a ym e n t s  ove r th e  pe rio d  th a t  t h e  ch a nge  is  in te n de d  to  com pe n s a te  a pp rop r ia t e ly re fle ct s  t he
e con om ic s ub s t a n ce  o f su ch  a rra n ge m e n t s  a nd  the ir  t e m pora ry na t u re .  We  co n s ide r  t h a t  t he  p ropos e d
a m e n d m e n t  will p rov id e  p ra ct ica l re lie f wh ile  e n a b lin g  p re p a re rs  to  con t inu e  p rovid ing  u se fu l in form a t ion
a b ou t  the ir  le a se s  to  u se rs  o f fin a ncia l s t a t e m e n t s .  We  pa r t icu la r ly we lcom e  the  e xt e n s ion  of th e  re lie f t o
le s so rs .

We  note  tha t  t he  FRC h a s  d e cide d  to  m a ke  t he  p ropos e d  a ccou n t ing  t re a tm e n t  m a nd a tory ra the r t h a n
op t ion a l.  S ub je ct  to  ou r com m e n t s  be low re ga rd ing  th e  p ropo se d  e ffe ct ive  da te  ( se e  Q2 ) ,  we  sup p ort  th is
a p pro a ch  a s  it  w ill p ro m o te  com p a ra b ilit y,  n ot  on ly a cros s  FRS 1 0 2  pre pa re rs  b u t  a lso  for thos e  a p p lying  FRS
1 0 5 ,  un de r wh ich  s ta nd a rd  n o  a ccou n t in g  p olicy ch oice s  a re  a va ila b le .

We  co n cur with  t he  p ropo sa l t o scope  in  on ly those  a rra n ge m e n t s  whe re  p a ym e n t s  wou ld  o rig in a lly h a ve
fa lle n  due  on  or be fore  30  June  2 021  a s  th is  is  con s is te n t  with  th e  a m e n d m e n t s  t o IFRS  1 6  Le a se s .  Howe ve r, 
we  re com m e n d  tha t  t he  Ba s is  for  Co nclus io n s  sh ou ld  cle a r ly e xp la in  how th is  re q u ire m e n t  works  in  p ra ct ice ,
s im ila r  to  th e  IASB’s  Ba s is  for Con clus ion s  include d  with  t he  a m e nd m e n ts  to IFRS 1 6  –  se e  Ap pe nd ix 2  for
de ta ile d  d ra ft ing  sugge s t ions .  It  m a y a lso  b e  h e lp fu l to  in clu de  e xa m p le s  to  illu s t ra t e  a rra n ge m e n t s  in  wh ich 
th e  re lie f wou ld  a nd  wo u ld  not  b e  a va ila b le .

On e  is s ue  a r is ing  in  p ra ct ice  is  t he  s it u a t ion  wh e re  a  le s se e  h a s  ce a se d  m a king  o r r e d u ce d  it s  re n t a l
p a ym e n t s  b e fore  t he  re por t in g  d a t e  b u t  h a s  n ot  form a lly  a g re e d  a  re n t  co nce s s ion  with  the  le s sor  u n t il a ft e r 
the  re po rt ing  d a t e .  In  s u ch  ca s e s ,  typ ica lly the  a g re e m e n t  of t he  re n t  co n ce s s ion  wou ld  b e  t re a t e d  a s  a  no n - a 
d ju s t in g  e ve n t  a ft e r  th e  e nd  of the  re port in g  pe r iod ,  in  a cco rda n ce  with  Se ct ion  3 2  of FRS  1 0 2  ( a n d  Se ct ion
2 6  of FRS 1 0 5 ) .  We  re com m e n d  t ha t  t he  FRC cla rifie s ,  e it h e r in  Se ct ion  2 0  it se lf or in  t he  Ba s is  for
Con clu s io n s , t ha t  re n t  co n ce s s ion s  s h ou ld  no t  be  re cog n is e d  u n t il t he y h a ve  be e n  fo rm a lly  a g re e d  with  t he 
cou n te rp a r ty.  In  ca se s  whe re  fo rm a l a g re e m e n t  is  ob t a in e d  a ft e r  t he  pe r iod  th a t  th e  ch a n ge  in  le a se
p a ym e n t s  is  in te n de d  to be n e fit ,  we  b e lie ve  th a t  th e  m o st  a p propr ia te  a ccou n t in g  t re a tm e n t  for t he  le s s e e  in
s u ch  sce n a r io s  wou ld  be  t o  re cog n is e  the  ch a n ge  in  le a se  p a ym e n t s  im m e d ia te ly o nce  fo rm a l a g re e m e n t  is
ob t a in e d .

Fin a lly,  it  m a y  be  h e lp fu l t o  e xp la in ,  in  p a ra g ra p h  9  of the  Ba s is  for Con clu s ion s ,  h ow S e ct ion s  1 1  a n d  2 0
s h ou ld  b e  a pp lie d  in  d e t e rm in ing  t he  a ccou n t ing  t re a tm e n t  for  s im ila r  m o d ifica t ion s  to  fin a n ce  le a se
lia b ilit ie s .

2 .  Do  y o u  a g r e e  w it h  t h e  p r o p o s e d  e ffe c t iv e  d a t e  fo r  t h e s e  a m e n d m e n t s ?  I f  n o t ,  w h a t  d if fic u lt ie s d o  y 
o u  fo r e s e e ?

We  a g re e  w ith  the  p ropose d  e ffe ct ive  d a te .  I t  is  con ce iva b le  t h a t  a  co m pa n y wh ich  h a s  a  sho rt  a ccoun t in g
pe r iod  or  is  re q u ir e d  to  p re pa re  in t e rim  fina n cia l s t a te m e n t s  cou ld  be  r e q u ire d  to  com p ly a t  shor t  n ot ice .
Howe ve r ,  a s s u m ing  tha t  t he  FRC fin a lis e s  t h e  a m e nd m e n t  p ro m p t ly ,  we  b e lie ve  t ha t  t h is  s itu a t ion  is  like ly to 
be  re la t ive ly ra re .  We  con s ide r tha t  the  p ropose d  e ffe ct ive  d a te  o ffe r s  t he  b e n e fit  o f in cre a s in g  the  nu m b e r  o f 
com pa n ie s  a p p lying  th e  s a m e  a ccou n t ing  t re a tm e n t  a nd  th e re fo re  e n h a n ce s  com p a ra b ilit y a n d  con s is t e n cy .

3 .  Th e  p r o p o s e d  a m e n d m e n t s  t o  FRS  1 0 2  r e q u ir e  a  le s s e e  t o  d is c lo s e  t h o s e  ch a n g e s  in  le a s e
p a y m e n t s  r e c o g n is e d  in  a c c o r d a n c e  w it h  p a r a g r a p h  2 0 .1 5 C.  Th e  Ba s is  fo r  Co n c lu s io n s
d e s c r ib e s  t h e  r e a s o n s  fo r  t h is  p r o p o s a l a n d  t h e  e x is t in g  d is c lo s u r e s  r e q u ir e d  b y  FRS  1 0 2
r e le v a n t  t o  t h is  t r a n s a c t io n .  Do  y o u  c o n s id e r  t h a t  t h e s e  d is c lo s u r e  r e q u ir e m e n t s  a r e  s u ffic ie n t t o  
m e e t  t h e  n e e d s  o f  u s e r s ?
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Ye s ,  we  con s ide r tha t  t he  e xis t ing  d is clos u re  re q u ire m e n t s  for le s sors  a re  a de q u a te ,  a lth o ug h  we  be lie ve  it  is h e 
lp fu l th a t  t he  Ba s is  fo r Con clu s ion s  s ig np os t s  p re p a re rs  t o  the se  re q u ire m e n t s  in  th e  co n te x t  of th is
a m e n d m e n t .

4 .  I n  r e la t io n  t o  t h e  Co n s u lt a t io n  s t a g e  im p a c t  a s s e s s m e n t ,  d o  y o u  h a v e  a n y  c o m m e n t s  o n  t h e co s t s  
a n d  b e n e fit s  id e n t ifie d ?  P le a s e  p r o v id e  e v id e n c e  t o  s u p p o r t  y o u r  v ie w s .

In  ou r v ie w th e  a m e n d m e n ts  p rop ose d  a re  a p pro p ria t e  a n d  offe r  a  s t ra ig h tforwa rd  so lu t ion  wh ich  will
p rom o te  cons is t e ncy a nd  com pa ra b ilit y  in  fin a n cia l s t a te m e n t s .  We  h a ve  no  fu rth e r com m e n t s  on  the  im pa ct a 
s s e s s m e n t .

Ap p e n d ix  2  –  De t a ile d  d r a ft in g  s u g g e s t io n s

Re fe r e n c e  P r o p o s e d  d r a ft in g  ( a d d it io n s  in  b o ld )
Ba s is  for  Con clu s io n s  p a ra  1 3  Th e  p ropo se d  a m e nd m e n t s  a re  re s tr ict e d  to  te m p ora ry re n t  co n ce s s ion s

occu rr ing  a s  a  d ire ct  con se qu e nce  of the  COVID-1 9  pa nde m ic,  whe n  a ny 
re du ct ion  in  le a se  pa ym e n t s  a ffe ct s  on ly p a ym e n t s  orig ina lly d u e  on  or 
b e fore  3 0  Ju ne  2 0 2 1 .  I f  r e d u c t io n s  in  le a s e  p a y m e n t s  e x t e n d
b e y o n d  3 0  J u n e  2 0 2 1 ,  t h e  r e n t  c o n c e s s io n  in  it s  e n t ir e t y  w ill n o t
b e  w it h in  t h e  s co p e  o f t h e  a m e n d m e n t s .  Th is  t im e  co nd it ion  is n 
e ce s s a ry to  m in im is e  t h e  r isk o f th e  t re a tm e n t  be in g  a pp lie d  too
b roa d ly,  wh ich  co u ld  re s u lt  in  un in t e n de d  co n se q u e n ce s .  I t  a lso a void s
fu tu re  cha nge s  in  le a s e  pa ym e n t s  tha t  a re  a s se s se d  a s  b e in g  th e  re s u lt  of 
t h e  COVID-1 9  p a n de m ic be in g  a ccou n te d  for u nd e r the  p ropos e d
re qu ire m e n t s ,  wh e n  a n  a lt e rn a t ive  t re a tm e n t  m a y b e  m ore  a ppro pr ia te .
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Ba s is  for  Con clu s io n s  p a ra  2 0 Th e  p ropo se d  e ffe ct ive  da t e  is  a ccou n t ing  pe r iod s  be g in n in g  o n  or a fte r  1 Ja 
n ua ry 2 0 2 0 ,  with  e a r ly a pp lica t ion  pe rm it te d .  The  FRC e xpe ct s  to
fina lis e  th e s e  a m e n d m e n t s  in  2 0 2 0 .

Th is  wou ld  p rovide  a n  e n t ity with  the  op t ion  to a pp ly the  a m e n d m e n t s  for 
a n n u a l a ccou n t ing  pe r iod s  e n d in g  a fte r  3 1  Ma rch  2 0 2 0  th a t  a re  n ot  ye t
a u th oris e d  for is s u e  a t  t he  d a t e  th e  a m e nd m e n t s  a re  is su e d .


