
NEW POLICIES AND CONTROLS

ACCOUNTING CHANGE EVER
CHALLENGES ADOPTING THE NEW LEASE ACCOUNTING STANDARDS

THE

The new leasing standards are one of the biggest accounting changes ever. 
While the balance sheet impacts are significant, the larger long-term effect is 
proving to be the additional complexity introduced to the record-to-report pro-
cess. To comply, accounting teams must implement new business processes, 

organizational changes, and financial systems.

TECHNICAL ACCOUNTING

Page Guides  
The technical accounting is complex. Guides from the Big Four firms number over 

1000 pages in length filled with guidance sample calculations for concepts such as 

There are several different standards used in various industry segments within the US. The lease 
accounting standards throughout the rest of the world are fairly harmonized to align with IFRS.

The “definition of a lease” includes a broader set of contracts than 

those that just have the word “lease” on top. Contracts a banker or 

lawyer wouldn’t call a lease could be treated that way for accounting 

purposes.  Leases can include assets “embedded” in outsourcing 

contracts and service arrangements as well.  As a result, accounting 

teams will need to spend 2-4 hours reviewing each new contract that 

is signed to determine if it meets the definition of a lease.

When you add up all the possible types of payment structures, contract terms, and accounting 

options available, there are over 100 billion different combinations:

Most companies will only have to worry about fewer than 1% of these scenarios as their port-

folios will be limited to a smaller range of permutations. But even 1% results in 1 billion differ-

ent combinations that may need to be tested.

To perform the calculations 

organizations will need to care-

fully review each leasing contract 

to abstract the 100 different 

pieces of data needed to perform 

the calculations. Examples of 

data to be captured include:
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The new lease accounting standards involve a number of 

key judgments both during the implementation phase 

(before adoption) and in the on-going operations phase 

(following adoption). The additional judgments require 

more experienced personnel and take longer periods of 

time to perform the accounting. Examples of judgments 

in lease accounting include:
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For lease accounting to be accurate and complete, com-

panies needed to establish processes to track the leases 

in their portfolio. Each month new leases are signed while 

others are renewed or terminated at the end of the con-

tract. Leases also change during the life of their contract. 

Rents are often linked to inflation, labor union wages, or 

sales metrics that change. The mix of assets and services 

provided through the lease can change mid-contract as 

well. In any given year 70% of a lease portfolio changes 

due to events such as:

Leasing is touched by people in almost every department 

across the organization. Many of the key corporate func-

tions play a role such as:
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ACCURACY  AND COMPLETENESS

DATA ABSTRACTION

lease term for average S&P 500 company. For 

each month there will need to be lots and lots 

of debits and credits. Lease accounting touches 

more than 10 different general ledger accounts.

journal entries even in organizations with rela-

tively small lease portfolios. Large companies 

with more complex portfolios may have several 

billion journal entries.
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PROCUREMENT

Negotiate new 
contracts, renewals, 

and buyouts

TREASURY

Maintain lessor 
relationships and 
determine IBRs
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Process lease 
invoices and payments
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Manage building, 
land, and easement 

contracts
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vans
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Servers, storage, 
networking devices
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Forklifts, rail cars, 
shipping containers

as well as budget holders and users across various departments such as:

which means staff will require constant training as people shift in and out of roles.  Additionally, 

new detective and preventative controls will need to be implemented.

Millions of journal entries are too complex to track in a 

spreadsheet.  As a result, most organizations will have to 

buy a specialized software application for lease accounting, 

which include features such as:

A new category of financial software applications, analysts estimate that 

organizations will spend over $1 billion on new lease accounting systems by 2022.  

leaseaccelerator.com

NEW SYSTEMS
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Tracks new leases, con-
tract and rent 

changes, end of term 
decisions for leases
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Reduces time and 
effort required to perform 
reconciliation, cutoff, and 

close
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