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INTRODUCTIONS

Stephen G. Austin, CPA, MBA
Firm Managing Partner 
Swenson Advisors, LLP

Steve is a Certified Public Accountant in the states of California and Georgia. Steve manages audit, 
SEC, Sarbanes-Oxley, and business consulting engagements with a focus on technology, manufacturing, 
service, real estate, social media, and non-profit organizations. He is the author of the book Rise of the 
New Ethics Class. Steve is a national thought leader on adopting the new lease accounting standards and 
speaks worldwide on lease accounting, governance, Sarbanes-Oxley, and IFRS matters. Among his many 
articles published by the AICPA are six articles on lease accounting. Prior to joining Swenson Advisors, 
Steve held Partner positions with McGladrey & Pullen, LLP and Price Waterhouse, LLP. Steve earned a BS 
in Accounting and Finance from Bob Jones University and an MBA from the University of Georgia, Terry 
College of Business. Steve serves on numerous community boards and audit committees — including 
Santa Fe Christian School, Summit Ministries, and Integra International®.
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ACCOUNTLEASETM BY THE NUMBERS

Number of leases accounted 
for by AccountLease™ team

110,000

*As of March 2022.

Estimated present value  
of the lease liabilities

$25 BILLION
Number of articles in Journal of 

Accounting, webinars, presentations 
since 2016 on Topic 842

150

Number of 842 trained 
professionals at AccountLease™

27
Number of hours spent by 

AccountLease™ professionals

15,000
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Hidden in Plain Sight: Accounting for Embedded Leases

By Stephen G. Austin, CPA, MBA; Joel C. Colbourn, CPA, MBA; and Kristen Gibbons 

September 19, 2019FASB’s new lease accounting standard is having a significant effect on a broad range of balance sheets for all types of 

entities, with some companies reporting financial obligations of billions of dollars.

In addition to requiring large sums to be placed on balance sheets, the new standard is causing difficulties for preparers as 

they struggle to locate and extract data from their many lease contracts so they can comply with the new rules. But this is not 

the only difficulty preparers are facing.

Under the new standard as codified in FASB ASC Topic 842, Leases, contracts that are not clearly identified or labeled as 

leases may be “arrangements that contain a lease.” For example, a lease may exist when equipment is provided by a vendor 

in connection with the purchase of consumables or the delivery of a service. Discovery and deeper evaluation of these 

arrangements where leases may be hidden in plain sight has been a significant challenge for many preparers.

FASB’s previous lease accounting standard, Topic 840, also required evaluation of these arrangements, although some 

may say that this analysis was not considered as thoroughly as it is now that the lease liability belongs on the balance sheet 

under Topic 842. Often under Topic 840, the many “service contracts” that met the “arrangements that contain a lease” 

criteria were classified as some type of operating expense other than rent expense.

The correction of this accounting is probably a classification issue in the income and expense statement. However, 

embedded lease commitment obligations missing from the lease commitment footnotes of GAAP financial statements are 

perhaps more significant.Topic 842 is now very clear about the identification and criteria for an embedded lease. A contract contains a lease if it 

conveys the right to control the use of an identified asset for a period of time in exchange for consideration. This includes the 

right to obtain substantially all of the economic benefits from the asset.

How should you deal with this challenge in your enterprise?

First, there should be a good presentation of the rules and application of Topic 842 to all stakeholders. This includes not just 

the finance and accounting departments but also supply chain, purchasing, operations, and information technology.

Second, create an environment of prescreening and evaluation of embedded leases identified with the contracting personnel 

in your enterprise and develop a quality-control program with your finance/accounting people who are Topic 842-savvy.

Third, recognize that the quantifying of embedded leases is not as simple as for real estate leases. The valuation exercise 

can be challenging. Some of the more significant considerations for the valuation of these leases are:

• Evaluation of all significant service contracts that may contain an identified asset.

• Determination of the portion of purchase commitments or service fees that would apply to the lease lability.

• Assessment of the financial consequences if required purchase levels for consumables are not attained.

• One of the more interesting aspects of these types of leases is the inclusion of nonlease components such as 

maintenance and taxes.Under Topic 842, there is a practical expedient (that becomes an accounting policy) that provides for the combination of 
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Lease Accounting Standard Requires New Auditor Judgments
New processes and controls will be evaluated by internal and external auditors.By Stephen G. Austin, CPA, MBA; Joel C. Colbourn, CPA, MBA; Phillip Doolittle; and Doug Renner 
March 1, 2020

Public companies' required implementation of FASB's new lease accounting standard in 2019 means that financial statement 

auditors need to be prepared to make new judgments.
Although the private company implementation date for the standard hasn't yet arrived, auditors of both public companies and 

private companies that prepare financial statements in accordance with GAAP will eventually need to determine whether 

adequate work has been performed to ensure a reasonable opening entry upon implementation. As part of understanding the 

entity's processes and controls, auditors also will have to assess whether their clients or companies (in the case of internal 

auditors) have adequate go-forward processes in place to ensure that upon execution of a contract, a determination is made 

as to whether that contract is, or contains, a lease.
The new standard (FASB ASC Topic 842, Leases) calls for recognition of lease liabilities and right-of-use assets for lease 

arrangements previously identified as operating leases and capital leases (which are now called finance leases). This means 

that on the first day of a new fiscal year, the entity will have to prepare accounting entries to record this recognition. The 

auditor needs to understand how the client determined the entry balances recorded through this opening entry.Most companies will adopt the package of three practical expedients by which the leases identified and recorded in the prior 

year will carry forward as the foundation for the opening entry. This assumes the previous accounting was handled correctly 

— perhaps a precarious assumption. The new accounting standard does not grandfather in accounting errors. Rather, they 

need to have been corrected under the old guidance before moving forward.There are a couple of other key policy decisions with potentially significant consequences. First, there is the accounting 

policy election to not apply the lease liability and right-of-use asset recognition requirements to leases with initial terms of 12 

months or less.

The second key accounting policy election is whether to separate lease and nonlease components, which is done by 

designating applicability of the election to specific asset types. For many asset types this election can eliminate what might 

otherwise be an administrative nightmare. For example, it may not be meaningful to financial statement readers if the service 

component of a copier lease was separated as a nonlease component and excluded from the calculation of the lease liability 

and right-of-use asset. On the other hand, a large security guard service contract that includes a low-dollar-value golf cart 

could result in a larger-than-expected lease liability and right-of-use asset balance if this election was applied. Materiality 

might indicate that it is not appropriate to apply this policy election to asset types where it just does not make sense.
While leasing arrangements generally address a continuing business need, business seldom actually happens as 

envisioned. The entity needs to be aware of the developments because the entity is responsible for the reassessment, 

remeasurement, or impairment adjustments. The auditor needs to understand the entity's process for identifying 

developments, and the auditor needs to obtain evidence about the adjustments.IDENTIFICATION CHALLENGES
One of the biggest challenges of implementing Topic 842 is ensuring the identification of all contracts where there is an 

identified asset being provided. This is significant not only for the preparation of the opening lease accounting entry, but also 

to ensure accurate recording of new or updated lease arrangements throughout the year. This is a critical "completeness 

test" that auditors need to perform.

FEATURE / AUDITING

In addition to causing enormous disruption to health, safety, and the economy across the globe, the coronavirus pandemic 

has significantly altered the landscape for CPAs related to the lease accounting standard.

The changes include a potential effective date delay of FASB’s new lease accounting standard for certain entities, including 

private companies; a monumental increase in the number of lease modifications requested by lessees and granted by 

lessors; and the need for disclosures related to a company’s lease accounting decisions in the new environment.

Here’s a closer look at lease accounting amid the coronavirus pandemic.

FASB’S DELAY PROPOSAL

In recognition of the business disruptions caused by the new standard, FASB has voted to issue a proposal that would delay 

by one year the effective dates of its lease accounting standard for certain entities. If approved, the delay to FASB ASC Topic 

842, Leases, would apply to private companies, not-for-profits, and not-for-profit entities that FASB calls public not-for-profits, 

which have issued or are conduit bond obligors for securities that are traded, listed, or quoted on an exchange or an  

over-the-counter market and that have not yet issued financial statements.

The soon-to-be-proposed delay for private companies and private not-for-profits would make the standard effective for 

private companies and private not-for-profits for fiscal years starting after Dec. 15, 2021. The effective date for public  

not-for-profits would be fiscal years starting after Dec. 15, 2019.

LEASE CONCESSIONS

Shelter-in-place, stay-at-home, social distancing, self-quarantine, and other directives have caused significant disruptions to 

business operations, with many businesses and industries being effectively shut down. This has resulted in record levels of 

layoffs and unemployment claims, with a potential record number of bankruptcy filings expected over the next few months.

The federal government has taken several actions to provide relief from the devastating economic impact, including 

enacting the Coronavirus Aid, Relief, and Economic Security (CARES) Act, P.L. 116-136, which provides assistance to small 

businesses (under 500 employees) through U.S. Small Business Administration loans primarily to support payroll costs for 

affected businesses. While these loans are for a limited period (up to eight weeks), some or all of the loan may be forgiven.

Despite this government aid, it is anticipated that a significant number of lessees will be looking to negotiate short- or long-

term lease concessions or other relief from lessors. On April 10, the FASB staff issued a Q&A on Topic 842 and Topic 840 

accounting for lease concessions related to the effects of the COVID-19 pandemic.

One topic addressed by the FASB staff is the existing guidance requiring an analysis of whether changed lease agreements 

provide enforceable rights and obligations for lease concessions. An absence of enforceable rights and obligations can result 

in lease modification accounting, where the right-of-use asset and lease liability are remeasured using an updated discount 

rate and the lease classification as either a finance or an operating lease is reassessed.

The FASB staff concedes that existing guidance did not contemplate the speed and volume of modifications resulting from a 

major global public health crisis. The FASB staff also acknowledged that absent further interpretative guidance, appropriately 

analyzing lease modification requirements on the large volume of leases impacted could be costly and complex for both 

lessees and lessors.

Pandemic Alters Lease Accounting Landscape
By Stephen G. Austin, CPA, MBA; Joel C. Colbourn, CPA, MBA; Ane Ohm, CPA; and Don Mitchell 

April 16, 2020
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In early 2020, the COVID-19 pandemic added another element of business disruption for organizations to manage while the 

effective dates to comply for FASB’s new lease accounting standards were quickly approaching.

Following a pandemic-related delay, the new standard takes effect for entities within the “all other entities” category for fiscal 

years starting after Dec. 15, 2021, and for interim periods within fiscal years beginning after Dec. 15, 2022. The ramifications 

of the COVID-19 pandemic have affected organizations in ways we are yet to fully understand, and the impact on lease 

accounting processes continues to evolve in response to changes that have occurred in the business environment.

For public companies, FASB Accounting Standards Codification (ASC) Topic 842, Leases, took effect for fiscal years and 

interim periods within those fiscal years, beginning after Dec. 15, 2018. There is an exception for public not-for-profit entities, 

whose effective date is for fiscal years beginning after Dec. 15, 2019, including interim periods within those fiscal years.

Meanwhile, GASB delayed by one year the required implementation of GASB Statement No. 87, Leases, which is now 

applicable for fiscal years beginning after June 15, 2021.

PANDEMIC EFFECTS

COVID-19 arrived in early 2020 and spread rapidly and now has extended worldwide with the delta variant in 2021. By mid-

March 2020, state and local governments began issuing restrictions shutting down many businesses other than health care 

and providers of “essential services.” Overall, business activity dropped significantly, resulting in one of the largest year-over-

year GDP decreases ever recorded.

With the restrictions in place, many businesses essentially just shut down and were unable to pay the rent or their 

employees. Many landlords began offering rent deferrals and abatements whereby the lease remains in place but payment 

of rent for a certain period is deferred or reduced until an agreed-upon time when the business restrictions would be lifted. 

FASB’s staff issued Q&A guidance last year that is intended to help with the accounting for such rent deferral arrangements 

and other pandemic-related lease concessions.

Many public companies that had previously implemented the new lease accounting standard took the opportunity to assess 

whether the potential ancillary benefits are being realized. These benefits often include digital migration of accounting 

records and processes and moving toward a paperless accounting environment, centralization of lease management 

activities, better administrative management over leasing activities including renewals/extensions and returns at lease 

expiration, and the opportunity to combine and negotiate larger transactions at more attractive pricing.

An area of continuing focus for public companies is to ensure that the lease accounting software solutions are fully integrated 

with their ERP accounting systems and with automated uploading of accounting entries. About half of Topic 842 adopter 

companies had not fully integrated their lease accounting processes with existing ERP systems earlier this year, according to 

a survey published by LeaseAccelerator and EY in March.

IMPLEMENTATION LESSONS

As private and government organizations work toward adopting the applicable new lease accounting standard, there are 

some important implementation lessons learned from public companies, including:

• Implementation of the standard is more complicated than it first appears. Leases and lease contracts often are scattered 

Lease Accounting: Private Companies On the Clock After Delay

By Joel C. Colbourn, CPA, MBA; Stephen G. Austin, CPA, MBA; and Jim LoPresti, MBA

September 9, 2021

Continued on next page
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TOPIC 842

FASB issued a new standard Topic 842, Leases
February 25, 2016

Effective

 » For public companies, fiscal years beginning after December 15, 2018.

With COVID-19 delays, effective

 » For private not-for-profit (NFP) entities that have issued or are conduit bond 
obligors for securities that are traded, listed or quoted on an exchange or an 
over-the-counter market and which have not yet issued financial statements, 
fiscal years beginning after December 15, 2019.

 » For private companies and private NFP entities, fiscal  
years starting after December 15, 2021.

EARLY ADOPTION IS PERMITTED
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In what year was the first lease accounting standard,  
FASB Statement No. 13, issued?

POLLING QUESTION #1

a.  1974

b.  1976

c.  1980

d.  1984
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 » All leases will now be reflected on the balance sheet.

 » The new lease accounting standard is principles-based rather than rules-based, and is applicable to 
both lessees and lessors.

 » Still two lease classifications – operating leases and finance (previously capital) leases – and the 
classification criteria has been updated.

 » Leases are recorded as of the implementation date at the present value of future rent payments/
collections.

• Lessees record right-of-use (ROU) asset and lease liability.

• Lessors record lease receivable and deferred revenue.

 » Determining applicable discount rate may take some analysis.

 » Embedded leases may present challenges.

 » With the recording of the current portion of the lease liability, working capital decreases affecting 
financial ratios which may impact covenants for bank and other credit-related arrangements.

HIGH-LEVEL OVERVIEW OF TOPIC 842
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WHAT IS A LEASE? TYPES OF LEASES

A LEASE is a contract that conveys the “right to use” an underlying 
asset for a period of time in exchange for consideration.

A CONTRACT IS (OR CONTAINS) A LEASE IF:

 » The use of an identified asset is explicitly or implicitly 
specified (842-10-15-3).

 » The customer controls the use of the identified asset for a 
period of time (842-10-15-4). 

 » Direct the use of the identified assets and

 » Obtain substantially all of the economic benefits during the 
lease term from directing the use of the identified asset.

LESSOR

Sales Type OperatingDirect 
Financing

LESSEE

Operating Lease Finance Lease

CONTROL means that the customer has the right to:

Lessees may make an accounting policy 
election to use the current accounting 
model for operating leases with an initial 
lease term of 12 months or less.

Scope Exception:

LEASE DEFINITION AND TYPES OF LEASES
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When ANY of the following criteria are met at lease commencement (842-10-25-2):

When ANY lease does not meet the criteria above.

FINANCE LEASE

OPERATING LEASE

 » The lease transfers ownership of the underlying asset,

 » The lessee is reasonably certain to exercise an option to purchase the asset,

 » The lease term is for the major part of the remaining economic life of the asset,

 » The present value of the sum of the lease payments equals or exceeds substantially all of the fair 
value of the underlying asset,

 » NEW – The underlying asset is of such a specialized nature that it is expected to have no alternative 
use to the lessor at the end of the lease term.

LEASE CLASSIFICATION
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FINANCE & 
ACCOUNTINGREAL ESTATE

INTERNAL & 
EXTERNAL

AUDIT
TREASURY  
& LEGAL

SUPPLY CHAIN/
PROCUREMENT

OPERATIONS/
FACILITIES

IT
ERP
G/L

ABC 
Enterprises

LEASE ACCOUNTING STAKEHOLDERS
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How many ASC 842 criteria are there to determine if  
a lease is classified as a finance lease?

POLLING QUESTION #2

a.  3

b.  4

c.  5

d.  10
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ASC 842: KEY DECISIONS AND IMPLEMENTATION ISSUES

 » Assess current status of lease accounting practices (ASC 840)

• Current accounting practices

 » Identifying lease arrangements

 » Accounting for leases (capital and operating)

 » Reviewing/authorizing/approving changes to leases

 » Reviewing/authorizing/recording lease payments

 » Updates for lease changes – maturity, extension, termination

 » Physical inventory of leased assets

 » Financial statement reporting and disclosures
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• Profile of leases portfolio

 » Lease classification – capital (now finance) vs. operating

 » Types of leases 

• Real estate leases

• Equipment leases

• Accounting policy elections:

 » Transition methods

• Apply prospectively – as of the beginning of the period of adoption, or
• Apply retrospectively – as the earliest period presented in the financial statements with cumulative effect 

recognized in equity

 » Reassessment practical expedient “package of 3” (existence of lease, lease classification,  
initial direct costs)

 » Exclude short-term leases (12 months or less)

 » Do not use hindsight

• IT leases
• Fleet leases

• Embedded leases

ASC 842: KEY DECISIONS AND IMPLEMENTATION ISSUES CONT.
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 » Election to not separate non-lease components (and treat as one combined lease component)

• ROU asset and lease liability amounts determined using both lease and non-lease components

• Need to separate between fixed and variable payments

• Election can be made by asset type

 » Determining lease term for accounting purposes

• Generally stated lease term

• May reflect exercise of renewal/extension option(s) if “reasonably certain”

• May reflect exercise of early termination option if “reasonably certain” after consideration  
of penalties

• Lease term may be redetermined

• “Reasonably certain” considered high threshold

• “Reasonably certain” corresponds to “reasonably assured” under ASC 840

ASC 842: KEY DECISIONS AND IMPLEMENTATION ISSUES CONT.
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 » Determining discount rate:

• Rate implicit in the lease

 »  Specific definition

 »  Should be used when known or determinable

 »  Rate known only by lessor (based on definition)

• Incremental borrowing rate

 »  Used if rate implicit in the lease is not available

 »  Rate reflects secured borrowing for the same term

 »  Should be determined by identified process updated regularly

•  Risk-free rate

 »  Can be elected if not a Public Business Entity

 »  Can be applied by asset type

 »  Based on published rates for U.S. Treasury securities

ASC 842: KEY DECISIONS AND IMPLEMENTATION ISSUES CONT.
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ASC 842 IMPLEMENTATION PROGRAM

The Implementation Program presented includes five phases which are summarized below.  
While the timing of some of the steps in each phase may overlap, the phases provide a 
framework for making decisions that are most appropriate in the circumstances.

PHASE 1 - PREPARATION

 » The focus is to identify the resources needed, implementation team stakeholders and get the  
needed training.

PHASE 2 - READINESS ASSESSMENT

 » The focus is to gather/centralize lease accounting documentation and information, establish the 
completeness of the lease documentation and information, and determine the reasonableness of 
previous lease accounting.
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PHASE 3 - PRELIMINARY PORTFOLIO REVIEW AND IMPLEMENTATION PLAN DEVELOPMENT

 » The focus is to review the possible portfolio of leases based on the information gathered, 
determine the appropriate lease accounting policy elections and draft documentation, select the 
provider of the lease accounting software solution, and develop the implementation plan.

PHASE 4 - IMPLEMENTATION PLAN EXECUTION

 » The focus is to review the documentation to determine contracts that are or contain a lease, 
abstract lease information and input into lease accounting software solution, quality control review 
of abstract and input data, record accounting entries and perform reconciliations, and roll forward 
lease information to the end of the reporting period.

PHASE 5 - COMPLETION 

 » The focus is to reconcile activity through the end of the reporting period, complete financial 
statement disclosures, and complete documentation.

ASC 842 IMPLEMENTATION PROGRAM CONT.
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Was there such a thing as an embedded lease  
under ASC 840?

POLLING QUESTION #3

a.  Yes

b.  No

c.  Maybe

d.  Don’t Know
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OBSERVATIONS FROM THE TRENCHES

 » Identifying all leases and gathering documentation needed for lease accounting should 
be an early objective, often involves Stakeholders across the organization, may include 
identification of persons authorized to execute certain types of agreement and actions 
taken, may involve documents that no longer exist requiring judgement, and will take 
longer than expected – arrangements may become known after implementation  
(Journal of Accountancy article, July 1, 2019)

 » Finding all the embedded leases generally requires some strategizing and focused effort 
with Stakeholder participation (Journal of Accountancy article, September 19, 2019)

 » Appropriate accounting policy elections can be important in reducing the complexity of the 
lease accounting process (Journal of Accountancy article, September 9, 2021)
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 » Most organizations apply ASC 842 prospectively from the implementation date rather than 
restating prior periods, elect the “package of three” practical expedients, and have made the 
accounting policy election to not separate lease and nonlease components, and treat both as a 
single lease component, for at least one asset class

 » Calculating payments for lease accounting purposes involves determining what costs are lease 
components, what costs are nonlease components, and what costs are lease non-components, 
and may include determining how costs will be allocated – note that lease accounting is 
performed for lease components only unless an accounting policy election is made by asset 
class to not separate

 » Tenant allowances is an area of focus since how they are structured in the agreement affects 
accounting treatment; reimbursement of improvement costs that benefit the landlord may be 
treated as pass-through of funds while reimbursement allowances without accountability may 
represent an adjustment to required payments

OBSERVATIONS FROM THE TRENCHES CONT.
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 » Determining previous accounting under ASC 840 has been performed correctly is important 
since many of the existing balances as of the implementation date are carried forward (capital 
lease asset and liability, deferred rent, prepaid rent), correctly calculating deferred rent for 
arrangements with scheduled rent increases is a common error, and since ASC 842 does not 
“grandfather” accounting errors, calculating the aggregate amount of accounting errors should 
be performed to determine whether a prior period adjustment is needed 

 » Materiality is often an area of focus, and many establish guidance consistent with asset 
capitalization policy; however, some adopt an approach to determine an aggregate payments 
criteria as to what is meaningful to asset/liability measurement – this is an area where auditor 
feedback can be useful (Journal of Accountancy article, March 1, 2020) 

 » Determining the Incremental Borrowing Rate (IBR) can be more difficult than anticipated as it 
may involve obtaining credit profile-specific indicative secured borrowing rates from financial 
institutions across various maturity dates (Journal of Accountancy article, March 1, 2020)  

OBSERVATIONS FROM THE TRENCHES CONT.
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 » Spreadsheets alone may not work; perform an analysis to understand your needs before 
selecting a lease accounting system to ensure your requirements will be met in a cost-effective 
manner; some systems (LeaseCrunch and others) are easier to implement and maintain  
(Journal of Accountancy article, September 9, 2021)

 » Only about half of public companies that have implemented ASC 842 have integrated their 
lease accounting system with their ERP system  
(EY/LeaseAccelerator 2022 Global Lease Accounting Survey)

 » Documentation is needed both to memorialize implementation decisions and accounting  
policy elections and to provide continuing guidance to that established processes and controls 
will continue ensuring the completeness of the lease accounting and  
recording/reconciliation activities

OBSERVATIONS FROM THE TRENCHES CONT.
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 »  Following implementation there must be specific efforts to verify the established procedures 
are in place for timely Stakeholder communication to the Finance Staff of all changes affecting 
leasing arrangements including additions, terminations, and modifications

 »  While training Finance Staff and Stakeholders about ASC 842 and their future roles is a key part 
of the implementation process, continuing that training will need to be an area of focus due to 
changes in personnel and duties

OBSERVATIONS FROM THE TRENCHES CONT.
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What is the total number of pages for the ASC 842  
Lease Accounting Guides for the Big 4?

POLLING QUESTION #4

a.  1,724 pages

b.  2,445 pages

c.  2,996 pages

d.  7,842 pages
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TOP 10 LESSONS LEARNED TO HELP EXPEDITE 
THE IMPLEMENTATION PROCESS

1. Identifying all the leases and finding needed documentation can be a challenge

2. Ensure executive support and designate a lease accounting champion who will lead the project 
and become the subject matter expert

3. Approach lease accounting implementation like any other project with adequate allocated 
resources, reasonable timeline, regular progress monitoring and status meetings, and open 
communication with your auditors – start early as it will take longer than you think

4. Lease accounting process will require participation of “Stakeholders” outside the  
Finance Staff; ensure “Stakeholders” receive adequate training as to lease accounting 
requirements as they may play an important role in identifying arrangements that could  
include embedded leases 

5. Lease accounting software solution will be needed – spreadsheets alone will not suffice
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6. Appropriate lease accounting policy elections are critical in ensuring costs are properly 
identified and correctly reflected in the lease accounting system

7. Ensure adequate training for persons abstracting critical information from lease documentation 
consistent with the accounting policy elections, and ensure appropriate QC of the information 
entered into the lease accounting system

8. Establish adequate processes and controls for the recording of entries from the lease 
accounting system including reconciliation of actual lease payments with scheduled payments 
from the lease accounting system

9. Successful post-implementation compliance depends on establishment of adequate processes 
and controls to communicate/monitor new leases and changes to existing leases

TOP 10 LESSONS LEARNED TO HELP EXPEDITE 
THE IMPLEMENTATION PROCESS CONT.

Auditor focus will be on reasonable application of the standard, appropriate determination 
of lease terms and discount rates, and completeness of the lease portfolio including changes 
and updates (Journal of Accountancy article, March 1, 2020)

10.
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 »  Making appropriate accounting policy elections can result in an easier implementation.

 » Assessing your needs should be done BEFORE selecting a lease accounting system.  

 »  Implementing ASC 842 will be a learn, analyze, and refine process until it ultimately 
becomes just another recurring accounting activity.

CLOSING THOUGHTS/QUESTIONS
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