
IFRS 16 vs. FRS 102 Section 20:

Key differences for 
UK/IE chartered 
accountancy firms

With the updated FRS 102 Section 20 effective for periods 
on or after 1 January 2026, UK/IE chartered accountancy 
firms are navigating a standard deliberately aligned with, 
but meaningfully different from, IFRS 16. See below for 
the full breakdown of differences between IFRS 16 and 
FRS 102 Section 20.

1. Leases of low-value assets

FRS 102 & IFRS 16 allow lessees to elect not to recognise ROU assets and liabilities for low-value asset leases. 
However, there are some differences between the standards:

FRS 102 Section 20 IFRS 16

The FRC expects that, as a result of the flexibility in defining low-value assets, FRS 102 preparers will be able to 
apply the on-balance sheet lease accounting model to a smaller proportion of their leases, substantively reducing 
the impact of applying this new model.


Regardless of the differences above, the core principles are similar, but FRS 102 is deliberately more flexible. 
Both have the following identical requirements:


The lessee can benefit from use of the underlying asset on its own or together with other resources that are 
readily available to the lessee

The underlying asset is not highly dependent on, or highly interrelated with, other assets
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2. Discount rate used in the initial 
measurement of the lease liability

FRS 102 Section 20 IFRS 16

3. Discount rate for lessee modifications

Where a modification is accounted for as a separate lease (per FRS 102 paragraph 20.70), the new lease is measured 
using an updated discount rate, and the original lease remains unchanged.


Where a modification is not accounted for as a separate lease, both FRS 102 and IFRS 16 require the lessee to 
remeasure the lease liability using a revised discount rate at the effective date of the modification.

FRS 102 Section 20 IFRS 16
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4. Disclosure requirements

FRS 102 & IFRS 16 have similar requirements for disclosures, with the following notable exceptions.

FRS 102 Section 20 IFRS 16
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5. Transition & effective dates

FRS 102 Section 20 IFRS 16

Lease accounting for FRS 102 Section 20 requires 
more substantive disclosures than the previous 
lease accounting standard. Your processes and 
software shouldn’t be complex to go along with it. 
Crunchafi’s lease accounting software is built to 
handle the nuances of FRS 102 Section 20, 
supplying your team with audit-ready outputs, 
built for Chartered Accountancy Firms. Plus, you 
can onboard in minutes and reduce the time 
spent per engagement immediately. 

Want to see it in action?
Click here

https://www.crunchafi.com/products/lease-accounting
https://www.crunchafi.com/request-a-demo
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