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Amendments to FRS 102 The Financial Reporting Standard applicable in the UK and
Republic of Ireland and FRS 105 The Financial Reporting Standard applicable to the
Micro-entities Regime – COVID-19-related rent concessions beyond 30 June 2021
amends accounting standards. It is issued by the Financial Reporting Council, as a
prescribed body, for application in the United Kingdom and Republic of Ireland.
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2 Amendments to FRS 102 and FRS 105 (June 2021)



Overview

(i) The FRC’s overriding objective in setting accounting standards is to enable users of
accounts to receive high-quality understandable financial reporting proportionate to the
size and complexity of the entity and users’ information needs.

Amendments to FRS 102 and FRS 105

(ii) In October 2020, FRS 102 The Financial Reporting Standard applicable in the UK and
Republic of Ireland was amended to require entities to recognise changes in operating
lease payments that occur as a direct consequence of the COVID-19 pandemic, and meet
specified conditions, on a systematic basis over the periods that the change in lease
payments is intended to compensate. The treatment was considered to reflect the
economic substance of the intended benefit of these concessions and their temporary
nature and improve the consistency of reporting for users of financial statements. Similar
amendments were made to FRS 105 The Financial Reporting Standard applicable to the
Micro-entities Regime.

(iii) Amongst other conditions, the requirements introduced by the October 2020 amendments
apply only to concessions for which any reduction in lease payments affects only
payments originally due on or before 30 June 2021. This time condition was included to
limit the requirements to those concessions where the treatment is expected to be
reflective of the substance of the concession.

(iv) These amendments extend the requirements so that they apply to rent concessions for
which any reduction in lease payments affects only payments originally due on or before
30 June 2022, provided the other conditions are met. Extending the existing time
condition by 12 months was considered necessary to ensure that concessions with similar
characteristics that occur in similar circumstances are accounted for consistently and in a
way that best reflects their substance.

(v) The effective date for these amendments is accounting periods beginning on or after
1 January 2021, with early application permitted.
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Amendments to FRS 102 The Financial Reporting Standard
applicable in the UK and Republic of Ireland

4 Amendments to FRS 102 and FRS 105 (June 2021)



Amendments to Section 1
Scope

1 The following paragraph sets out the amendments to Section 1 Scope (inserted text is
underlined).

2 The sub-heading and paragraph 1.33 are inserted as follows:

COVID-19-related rent concessions beyond 30 June 2021

1.33 In June 2021 an amendment was made to paragraph 20.15D of this FRS. This
amendment is effective for accounting periods beginning on or after
1 January 2021. Early application is permitted. If an entity applies this
amendment to an accounting period beginning before 1 January 2021 it shall
disclose that fact, unless it is a small entity, in which case it is encouraged to
disclose that fact.
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Amendment to Section 20
Leases

3 The following paragraph sets out the amendment to Section 20 Leases (inserted text is
underlined, deleted text is struck through).

4 Paragraph 20.15D is amended as follows:

20.15D An entity shall apply the requirements in paragraphs 20.15C and 20.25B to
temporary rent concessions occurring as a direct consequence of the COVID-19
pandemic if, and only if, all of the following conditions are met:

(a) the change in lease payments results in revised consideration for the lease
that is less than the consideration for the lease immediately preceding the
change;

(b) any reduction in lease payments affects only payments originally due on or
before 30 June 20212022; and

(c) there is no significant change to other terms and conditions of the lease.

6 Amendments to FRS 102 and FRS 105 (June 2021)



Amendments to FRS 105 The Financial Reporting Standard
applicable to the Micro-entities Regime
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Amendments to Section 1
Scope

5 The following paragraph sets out the amendments to Section 1 Scope (inserted text is
underlined).

6 The sub-heading and paragraph 1.9 are inserted as follows:

COVID-19-related rent concessions beyond 30 June 2021

1.9 In June 2021 an amendment was made to paragraph 15.16B of this FRS. This
amendment is effective for accounting periods beginning on or after 1 January 2021.
Early application is permitted.

8 Amendments to FRS 102 and FRS 105 (June 2021)



Amendment to Section 15
Leases

7 The following paragraph sets out the amendment to Section 15 Leases (inserted text is
underlined, deleted text is struck through).

8 Paragraph 15.16B is amended as follows:

15.16B An entity shall apply the requirements in paragraphs 15.16A and 15.25A to
temporary rent concessions occurring as a direct consequence of the COVID-19
pandemic if, and only if, all of the following conditions are met:

(a) the change in lease payments results in revised consideration for the lease
that is less than the consideration for the lease immediately preceding the
change;

(b) any reduction in lease payments affects only payments originally due on or
before 30 June 20212022; and

(c) there is no significant change to other terms and conditions of the lease.
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Approval by the FRC

Amendments to FRS 102 The Financial Reporting Standard applicable in the UK and Republic
of Ireland and FRS 105 The Financial Reporting Standard applicable to the Micro-entities
Regime – COVID-19-related rent concessions beyond 30 June 2021 was approved for issue by
the Financial Reporting Council on 2 June 2021.

10 Amendments to FRS 102 and FRS 105 (June 2021)



Amendments to Basis for Conclusions FRS 102 The Financial
Reporting Standard applicable in the UK and Republic of Ireland

1 The following amendments are made to the Basis for Conclusions FRS 102 The Financial
Reporting Standard applicable in the UK and Republic of Ireland (inserted text is
underlined, deleted text is struck through).

2 Paragraph B20.10 is amended and a sequentially numbered footnote is inserted
(subsequent footnotes are renumbered sequentially) as follows:

B20.10 The criteria for applying the requirements were intended to restrict the treatment
to those concessions when it was generally considered to be reflective of the
substance of the concession. This minimises the risk of the requirements being
applied when it may be more appropriate to recognise changes in lease
payments on another basis. The requirements apply only to rent concessions that
occur as a direct consequence of the COVID-19 pandemic and:

(a) result in revised consideration for the lease that is less than the
consideration for the lease immediately preceding the change. Deferred
lease payments do not change the consideration for the lease but change
only the timing of individual payments. The requirements therefore do not
apply to changes in lease payments that result from rent deferrals. These
changes are accounted for under the existing requirements of FRS 102,
which are considered to provide useful information to users of financial
statements.

(b) result in a reduction to only lease payments originally due on or before
30 June 20212022[*footnote]. A related increase in lease payments that
extends beyond 30 June 20212022 would not prevent a rent concession
from meeting this condition. In contrast, if reductions in lease payments
extend beyond 30 June 20212022, the rent concession in its entirety would
not be within scope. The economic effects of the COVID-19 pandemic could
continue for some time. If the requirements were not limited to a particular
timeframe, an entity could conclude that many future changes in lease
payments are a consequence of the COVID-19 pandemic. The chosen
timeframe was intended to limit the requirements to apply to those
concessions where the treatment is expected to be reflective of the
substance of the concession and achieve consistency over this period.

(c) introduce no significant change to other terms and conditions of the lease. A
concession that incorporates significant changes to a lease agreement
which are unrelated to the COVID-19 pandemic, but negotiated at the same
time as those related changes, would not meet this condition.

[*footnote] Amendments to FRS 102 and FRS 105 – COVID-19-related rent concessions
beyond 30 June 2021 was issued in June 2021 which amended the date in
paragraph 20.15D of FRS 102 from 30 June 2021 to 30 June 2022 (see
paragraph B20.11A).

3 The sub-heading and paragraph B20.11A are inserted as follows:

COVID-19-related rent concessions beyond 30 June 2021

B20.11A In June 2021, FRS 102 was amended to extend the requirements of
paragraphs 20.15C and 20.25B so that they apply to rent concessions for
which any reduction in lease payments affects only payments originally due on or
before 30 June 2022, provided the other conditions in paragraph 20.15D are met.
Extending the time condition by 12 months was necessary to allow the
requirements to be applied consistently to concessions that are similar in
substance to those covered by the original requirements, reflecting the continued
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impact of the COVID-19 pandemic on operating lease agreements. The extended
timeframe was considered to be sufficient to cover those periods where
concessions will be granted in circumstances similar to those that existed when
the original requirements were developed.

4 Table 1 Exposure drafts and consultation documents is amended as follows (new
exposure drafts are inserted in numerical order):

Exposure draft Date of
issue

Finalised as Date of
issue

Mandatory
effective date

FRED 78 Draft amendments to
FRS 102 The Financial
Reporting Standard
applicable in the UK and
Republic of Ireland and
FRS 105 The Financial
Reporting Standard
applicable to the
Micro-entities Regime –
COVID-19-related rent
concessions beyond
30 June 2021

Apr 2021 Amendments to
FRS 102 The Financial
Reporting Standard
applicable in the UK and
Republic of Ireland and
FRS 105 The Financial
Reporting Standard
applicable to the
Micro-entities Regime –
COVID-19-related rent
concessions beyond
30 June 2021

Jun 2021 1 Jan 2021
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Amendments to Basis for Conclusions FRS 105 The Financial
Reporting Standard applicable to the Micro-entities Regime

5 The following amendments are made to the Basis for Conclusions FRS 105 The Financial
Reporting Standard applicable to the Micro-entities Regime (inserted text is underlined,
deleted text is struck through).

6 Paragraph 52 is amended and a sequentially numbered footnote is inserted (subsequent
footnotes are renumbered sequentially) as follows:

52 The criteria for applying the requirements were intended to restrict the treatment
to those concessions when it was generally considered to be reflective of the
substance of the concession. This minimises the risk of the requirements being
applied when it may be more appropriate to recognise changes in lease
payments on another basis. The requirements apply only to rent concessions that
occur as a direct consequence of the COVID-19 pandemic and:

(a) result in revised consideration for the lease that is less than the
consideration for the lease immediately preceding the change. Deferred
lease payments do not change the consideration for the lease but change
only the timing of individual payments. The requirements therefore do not
apply to changes in lease payments that result from rent deferrals. These
changes are accounted for under the existing requirements of FRS 105,
which are considered to provide useful information to users of financial
statements.

(b) result in a reduction to only lease payments originally due on or before
30 June 20212022[*footnote]. A related increase in lease payments that
extends beyond 30 June 20212022 would not prevent a rent concession
from meeting this condition. In contrast, if reductions in lease payments
extend beyond 30 June 20212022, the rent concession in its entirety would
not be within scope. The economic effects of the COVID-19 pandemic could
continue for some time. If the requirements were not limited to a particular
timeframe, an entity could conclude that many future changes in lease
payments are a consequence of the COVID-19 pandemic. The chosen
timeframe was intended to limit the requirements to apply to those
concessions where the treatment is expected to be reflective of the
substance of the concession and achieve consistency over this period.

(c) introduce no significant change to other terms and conditions of the lease. A
concession that incorporates significant changes to a lease agreement
which are unrelated to the COVID-19 pandemic, but negotiated at the same
time as those related changes, would not meet this condition.

[*footnote] Amendments to FRS 102 and FRS 105 – COVID-19-related rent concessions
beyond 30 June 2021 was issued in June 2021 which amended the date in
paragraph 15.16B of FRS 105 from 30 June 2021 to 30 June 2022 (see
paragraph 52A).

7 The sub-heading and paragraph 52A are inserted as follows:

Amendments to FRS 105 The Financial Reporting Standard
applicable to the Micro-entities Regime – COVID-19-related rent
concessions beyond 30 June 2021

52A In June 2021, FRS 105 was amended to extend the requirements of
paragraphs 15.16A and 15.25A so that they apply to rent concessions for
which any reduction in lease payments affects only payments originally due on or
before 30 June 2022, provided the other conditions in paragraph 15.16B are met.
Extending the time condition by 12 months was necessary to allow the
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requirements to be applied consistently to concessions that are similar in
substance to those covered by the original requirements, reflecting the continued
impact of the COVID-19 pandemic on operating lease agreements. The extended
timeframe was considered to be sufficient to cover those periods where
concessions will be granted in circumstances similar to those that existed when
the original requirements were developed.

8 Table 1 Exposure drafts and consultation documents is amended as follows (new
exposure drafts are inserted in numerical order):

Exposure draft Date of
issue

Finalised as Date of
issue

FRED 78 Draft amendments to
FRS 102 The Financial

Reporting Standard
applicable in the UK and
Republic of Ireland and
FRS 105 The Financial

Reporting Standard
applicable to the
Micro-entities Regime –

COVID-19-related rent
concessions beyond
30 June 2021

Apr 2021 Amendments to
FRS 102 The Financial

Reporting Standard
applicable in the UK and
Republic of Ireland and
FRS 105 The Financial

Reporting Standard
applicable to the
Micro-entities Regime –

COVID-19-related rent
concessions beyond
30 June 2021

Jun 2021
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