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8 May 2020 
 
Mr. Hans Hoogervorst 
Chairman 
International Accounting Standards Board (IASB) 
Columbus Building 
7 Westferry Circus 
Canary Wharf 
London E14 4HD 
United Kingdom 
 
Dear Mr. Hoogervorst, 
 
IASB Exposure Draft ED/2020/2 
Covid-19-Related Rent Concessions (Proposed amendment to IFRS 16) 
 
The Malaysian Accounting Standards Board (MASB) welcomes the opportunity to 
provide comments on the Exposure Draft ED/2020/2. 
 
We have considered the proposals in the Exposure Draft and our responses to the 
respective questions are detailed in the Appendix to this letter.  
 
If you need further clarification, please contact the undersigned by email at 
beeleng@masb.org.my or at +603 2273 3100. 
 
Thank you. 
 
 
Yours sincerely, 
 

 
TAN BEE LENG 
Executive Director 
 
  

mailto:beeleng@masb.org.my
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Appendix 
 
Question 1—Practical expedient (paragraphs 46A and 46B of the [Draft] 
amendment to IFRS 16)  
 
Paragraph 46A of the draft amendment to IFRS 16 proposes, as a practical expedient, 
that a lessee may elect not to assess whether a covid-19-related rent concession is a 
lease modification. A lessee that makes this election would account for any change in 
lease payments resulting from the covid-19-related rent concession the same way it 
would account for the change applying IFRS 16 if the change were not a lease 
modification. 
 
Paragraph 46B of the draft amendment to IFRS 16 proposes that the practical 
expedient applies only to rent concessions occurring as a direct consequence of the 
covid-19 pandemic 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 substantially the same as, or less than, the consideration for the lease 
immediately preceding the change; 

 
(b) any reduction in lease payments affects only payments originally due in 2020; 

and 
 

(c) there is no substantive change to other terms and conditions of the lease. 
 
Do you agree that this practical expedient would provide lessees with practical relief 
while enabling them to continue providing useful information about their leases to users 
of financial statements? Why or why not? If you disagree with the proposal, please 
explain what you propose and why. 
 
Response  
 
MASB agrees with the proposal. However, MASB recommends that the practical 
expedient also be extended by another year, i.e. to lease payments originally due 
in 2020 and 2021.  
 
MASB notes the IASB’s rationale in limiting the practical expedient to reductions 
in lease payments originally due in 2020 which provides relief to lessees when 
they are expected to need it most, while avoiding lessees applying the exemption 
beyond when it is needed. However, MASB believes the additional one year to 
2021 would be helpful in easing entities’ covid-19 economic recovery efforts, 
particularly in this unprecedented global pandemic. 
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In addition, MASB would like to make the following recommendations:   
 
(a) Paragraph BC3 of ED/2020/2 explains the rationale behind why the proposal 

does not address lessor accounting—lessors are not expected to face the 
same practical challenges as lessees in accounting for covid-19-related 
rent concessions.  

 
Paragraph BC3(iii) of ED/2020/2 further highlights that in the case of a 
finance lease, lessors apply the requirements in IFRS 9 Financial 
Instruments to modifications. The information this accounting provides is 
considered useful for users of a lessor’s financial statements and is 
consistent with the required accounting for other financial instruments in 
the scope of IFRS 9.  
 
In this regard, MASB is of the view that extending the proposed exemption 
to lessor accounting could facilitate consistent determination of whether 
the rent concession is a lease modification, in particular where the change 
in lease payments reduce payments in one period but proportionally 
increases payments in another.  
 
As elaborated in paragraph BC7 of ED/2020/2, this does not extinguish the 
lessee’s lease liability or change the consideration for the lease—instead, 
it changes only the timing of individual payments. 

 
(b) Paragraph BC5(b) of ED/2020/2 clarifies that a related increase in lease 

payments that extends beyond 2020 would not prevent a rent concession 
from meeting this condition. In contrast, if reductions in lease payments 
extend beyond 2020, the rent concession would not be within the scope of 
the practical expedient.  

 
However, MASB notes that this may not be clearly understood from the 
[draft] Amendment. As such, MASB recommends that paragraph BC5(b) be 
included in the final Amendment or in the form of an illustrative application 
guidance to the final Amendment, in order to facilitate consistent 
application.  

 
(c) MASB noted that the Staff Paper tabled at the Supplementary IASB meeting 

on covid-19-related matters on 17 April 2020 contained an illustrative 
example in Table 1 (Accounting for changes to lease payments applying the 
exemption).  

 
In this regard, MASB is of the view that including a similar illustrative 
example in the form of an illustrative application  guidance to the final 
Amendment would be helpful.   
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Question 2—Effective date and transition (paragraphs C1A and C20A of the 
[Draft] amendment to IFRS 16) 
 
Paragraphs C1A and C20A of the draft amendment to IFRS 16 propose that a lessee 
would apply the amendment: 
 
(a) for annual reporting periods beginning on or after 1 June 2020. Earlier application 

is permitted, including in financial statements not yet authorised for issue at the 
date the amendment is issued; and  
 

(b) retrospectively, recognising the cumulative effect of initially applying the 
amendment as an adjustment to the opening balance of retained earnings (or 
other component of equity, as appropriate) at the beginning of the annual 
reporting period in which the lessee first applies the amendment. 

 
Do you agree with this proposal? Why or why not? If you disagree with the proposal, 
please explain what you propose and why. 
 
Response  
 
MASB agrees with the proposal in paragraph C1A of ED/2020/2 as early 
application of the amendment is permitted and therefore, lessees would be able 
to apply the practical expedient immediately in any set of financial statements 
yet to be authorised for issue at the date the amendment is issued.  
 
MASB also agrees with the proposal in paragraph C20A of ED/2020/2 as 
retrospective application is consistent with the general principle of IAS 8 
Accounting Policies, Changes in Accounting Estimates and Errors to apply 
changes in accounting policy retrospectively and may benefit lessees that 
authorise annual or interim financial statements for issue after receiving covid-
19-related rent concessions but before the commencement in order to account 
for similar covid-19-related rent concessions consistently.  
 
In addition, MASB recommends the inclusion of paragraph BC12 of ED/2020/2 in 
the final Amendment or in the form of an illustrative application guidance to the 
final Amendment, as the explanation and example in paragraph BC12 would 
provide better clarity on the retrospective application.  


