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New processes and controls will be evaluated by internal and external auditors.
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Image by solidcolours/iStockPublic 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
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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 

By Stephen G. Austin, CPA; Joel Colbourn, CPA; Ane Ohm, CPA; and Don Mitchell 

Pandemic Alters Lease 
Accounting Landscape

1


