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Some economic estimates indicate that

the global impact of the new standards
will be as much as $3.3 trillion in
operating lease obligations and
aggregate changes to company
balance sheets.

A quick recap for those not already familiar with
the new lease accounting standards: organizations
worldwide are required to bring most leases on-
balance sheet as obligations and liabilities by
January of 2019. A simple-sounding change with
massive downstream accounting implications
ranging from the financial statement impact to
disclosures reporting and potential debt covenant
violations. Although the new lease standards
mitigate the off-balance-sheet financing concerns
related to lessees’ operating leases, actual
compliance has proven to be no small task.



5 Key Elements to look for in
a Lease Accounting Solution

This document focuses on the key elements you will need in a lease
accounting solution that supports your ASC 842 and IFRS 16 compliance
initiatives. The best solutions will go beyond the compliance bare-
minimums and provide your organization with the following:

1. A single repository for your global lease portfolio

2. Collaboration across the entire enterprise

3. Comprehensive analytics and dashboards for smart decision making

4. Unparalleled user experience and easy navigation

5. Integration with your finance system of record




The looming effective dates
for these new standards (ASC
842 and IFRS 16) are

coming quickly and the
scramble for adoption
has started.
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1. Asingle repository for
vour global lease portfolio

Many organizations currently have decentralized
processes and disparate or informal systems for

lease procurement, administration and accounting.
Implementing the new lease accounting standards will
require you to consider whether you can rely on your
current data, systems and processes for insights into
lease composition, key lease contract dates, global
lease exposure and commitments, and responsible
departments. The goal should be to build a unified
database for all equipment lease operations within a
single solution; ideally one that can also integrate with

your finance system-of-record to leverage master-data
and make postings.
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According to a webcast poll by
Deloitte, “Bring it on - Discussing the
FASB’s new leases standard”, 33% of
respondents indicated that collecting
necessary data on all organizational

leases in a centralized, electronic
inventory will pose the

for their company’s lease
accounting standards
compliance.
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2. CO | |a bo I"a‘h O N a CrOSS As many are starting to realize, this is a

cross-functional effort involving a variety of

th h t . departments and business functions. “Compliance

e e n re e n e r p rl S e will likely require input from multiple stakeholders
from different parts of the organization. Having top
leaders’ support could really make a difference in
successful implementation,” Sean Torr, Deloitte’s
lease accounting services leader, said in a
prepared statement. Looking at your collaboration
requirements involves a comprehensive
assessment which goes beyond your controllers
and treasurers:

1 Your executives will want to understand
the impact on the business

2 Your auditors will need documentation
of decisions with a clear audit-trail

3 Your tax managers will need to
understand the situational federal
and state income tax implications for
operating and finance leases (possibly
even property tax implications)
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According to a survey by EY, “Paving a path to success: preparing for the new lease accounting
standards”, nearly 75% of all respondents expect to have significant or moderate difficulty
developing policies, processes and internal controls, as well as getting through the first-year

audit. Collaboration tools will enable users to easily validate contracts for leased equipment
assets and develop a deeper understanding of the associated legal,

financial, and business implications. This platform should also support cross-functional
communication and offer the ability to track changes from multiple users.

Nearly 75% expect to have significant or moderate difficulty developing policies,
processes and internal controls, as well as getting through the first-year audit.
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3. Comprehensive analytics and dashboards
for smart decision making

A comprehensive analytics platform will ensure that your key stakeholders have the ‘
information that they need in order to make informed business, financial, and legal \

decisions. You will want to be able to dynamically generate dashboards that filter
your lease portfolio by contract status, phase, lease-type, and specific
contract-fields.
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What are some of the reports you will need to generate?

Dashboard outlining
balance sheet entries,
commitments, and
variable payments

Payment
commitment
reports

Comprehensive W Weighted
disclosure reports »y | average reports
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2. Unparalleled user experience

and easy navigation

With the effective date of the new lease
accounting standards ASC 842 and IFRS 16
shortly arriving, your organization needs to
be able to hit the ground running as quickly
as possible and one of the main blockers will
be user-adoption. Thankfully this blocker

is easily addressed early in the process by
paying attention to the user-experience and
user-interface of a solution. This will
dramatically increase user-adoption

and reduce your dependency on 3rd parties
for software training and software

roll-out.

Your
organization
needs to be

able to hit the
ground running

as quickly
as possible
and one of the
blockers
will be user-
adoption.
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As much as you may want to accelerate your solution
selection, project timelines, and user-adoption, we
all know that there are certain limitations we

have to work with.

A simple example to illustrate this point is the
Triple Constraint (otherwise known as the Iron Triangle).

This example simply illustrates the
interdependency of factors at play in a project
(such as your lease accounting compliance
initiative), and indicates that you cannot adjust or
alter one side without an impact on the other.

e Quality is constrained by budget,
deadlines and scope.

e You can trade between constraints.

e Changes in one constraint
necessitate changes in others to
compensate or quality will suffer.
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5. Integration with your finance system of record

A solution that seamlessly integrates with your current ERP system will maximize your existing technology
investments by leveraging current data and security infrastructure. This facilitates a smoother transition to the

new standards. There are 4 key points that you will want to consider:

Does the solution Is the integration Will it leverage your Has it been validated
natively integrate with bidirectional? Can it ERP’s user roles or certified by your ERP
your ERP out-of-the-box pull the right master- and security vendor as safe-to-use?
(set and forget)? data and push back the infrastructure?

accounting transactions?
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The new lease accounting standards were debated
publicly for more than 6 years. Many CFOs took
an “I'll believe it when | see it” approach to the
standards, which is understandable as the process

seemed to be stuck in limbo for years. Yet the 2019
deadline remains set and, for many companies,
preparing for the new lease accounting changes
has not been a top priority. This window is quickly
closing for companies to invest the time and
resources, including lease accounting software,
required to prepare for the new standards.




About Nakisa

A global leader in enterprise business solutions for Organization Transformation and Accounting & Compliance,
Nakisa delivers innovative, forward-thinking and robust human resource and financial management solutions that
advance your business strategies.

Nakisa serves 800+ enterprise customers and over 4 million subscribers in 24 industries.
Nakisa is proud to work with some of the world’s most renowned brands.
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Contact Information:

N A K I S K 733 Cathcart - Montreal, Quebec - Canada, H3B 1Mé
Phone: +1 (514) 228-2000

info@NAKISA®.com

If you would like to learn more about Lease Administration by Nakisa click here to view a
5-min demo of the solution or visit the Nakisa Resource Library which includes:

Solution briefs Videos Whitepapers eBooks Webinars
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