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Federal Agencies and Lease Standards 
Implementation  
CLA is offering an on-demand webinar to assist federal agencies with the implementation of the new 
lease accounting standards. Open to all federal agencies working on implementation, R. Alan Perry, Jr., 
Senior Analyst at the Federal Accounting Standards Advisory Board, will join CLA professionals to discuss 
the basics of the lease standards and lessons learned through our experience helping various 
organizations with implementation. 

Find additional resources on our event page: https://www.claconnect.com/en/events/2022/federal-
agencies-and-lease-standards-implementation.com  

Here is a transcription of this session: 

Jason Wagoner: 

Hello, and thank you for joining us today for this webinar discussing one of the more considerable 
changes to accounting standards in recent memory, which is leases. My name is Jason Wagoner, and I'm 
a principal with CLA's Federal Government group. 

 Today, we have an esteemed panel of experts who will be discussing some helpful insights into 
this new standard, and talking through some more of the practical takeaways to help your organization 
with the understanding and implementation of this new standard. I hope you enjoy this roundtable 
discussion and find it useful in your organization. And please do not hesitate to reach out to CLA with 
any questions you may have, or if we can help your organization in any way navigating through this 
complex topic. Without any further ado, I will hand it over to our moderator, CLA's Orinda Basha. 
Orinda? 

Orinda Basha: 

Hello, everyone. I wanted to welcome you all to this presentation today, where we'll be talking about 
federal agencies and the lease standards implementation. Who better to come and talk to us about the 
new leases standard than the person who has been critical in coming up with the standard, Alan Perry. 
He's a FASAB senior analyst. And then we also have John Morrison. He's the CLA project leader who has 
implemented this new leases standard in the commercial space, as well as the state and local space. And 
he's helping a lot of entities currently with their implementation since GASB 87 implementation is still 
occurring. 

 So, with that, we will start very quickly with a brief overview of the agenda. We will start with 
the disclaimers that both CLA and Alan will be presenting very quickly. Then we'll move over to the 
learning objectives. We will provide an overview of the new leases standard and how it is expected to 
impact the financial statements. Then we'll focus on the riskiest areas of implementation, and we'll 
provide some tips on best practices related to the implementation. Then we will share some tips related 
to project management for this humongous project, and we'll go over some questions that may be 
lurking in the background regarding whether there will be any changes in leasing practices in response 
to this new standard. Software and process considerations will be briefly discussed as well. And then 
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towards the end, Alan will provide us with an overview of the standard setters updates with some final 
thoughts, and we'll make room for some questions as well at the very end. 

 Regarding the disclaimer slide, I will not cover this in detail, but suffice it to say that neither this 
presentation nor the materials should be considered a substitute for your independent investigation and 
your sound technical business judgment. I will now pass this over to Alan for him to provide his 
disclaimer as well. 

Alan Perry: 

Thank you, Orinda. Thank you for having me here today. Just a quick disclaimer, that the views that I 
express during this presentation are not the official authoritative views of the board. The official 
authoritative views of the board are only reflected in its official pronouncements after extensive due 
process, but I will do my best to be accurate as I can during the presentation. 

Orinda Basha: 

Thank you, Alan. Now let's cover a little bit of the learning objectives for our session. We hope that 
during this session, we will help you understand the impact of the new federal lease standards on the 
financial statements. We'll help you identify the riskiest implementation areas. We will allow you to 
describe the best practices for identifying embedded leases. We will determine key project management 
milestones. We will consider software requirements and process changes, and we will also discuss 
standard setters updates. First, let us start by providing an overview of the new lease standards and 
their potential impact to the balance sheet statement of net cost and statement of budgetary resources. 
Alan, will you get us started? 

Alan Perry: 

Sure. Just so you guys know, I'm not supposed to see the slides on my end, right? I'm just going to wing 
this without the slides in front of me. That's fine, but send me a chat if I'm supposed to be able to see 
the slides and I'll figure it out later. 

Orinda Basha: 

Click the slides button and you'll see the slides right there. 

Alan Perry: 

Well, that makes me sound dumb. I don't see a slides button. That's okay, though. I can wing it. I've 
done this a million times before. Okay, so the SFFAS 54 is, just big picture to start, it's the most 
significant change in accounting principles since, in my opinion, the original seven pronouncements of 
the board back in the '90s. With SFFAS 54, the lease accounting rules that are affected ... or, that are 
reflected currently under statements five and six of the board, are going to be rescinded in fiscal year 
2024 and replaced by SFFAS 54 as amended by SFFAS 60. 

 And with that, leases over 24 months will be brought onto the balance sheet when they're with 
the public. You'll have a lease liability that's discounted at the present value of your cash flows from 
both the lessee and the lessor perspective. You'll have a lease liability and a lease asset for the lessee, 
and you'll have, for the lessor, a lease receivable and unearned lease revenue. And we can go over those 
in a little bit more detail later, but there's also other types of leases. 

 There's short term leases, which the board decided to leave those balances off of the balance 
sheet as a practical expedient. Those are 24 months or less. And then there's also intergovernmental 
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leases. Those are remaining off the balance sheet, except for the payables and receivables. Obviously, 
intergovernmental leases would end up eliminating at the consolidated level anyway, so the board 
elected to have that practical expedient reflected in the standard. And then there are occasionally 
transfers of ownership that you can have in a lease, and if a transfer of ownership ... It's not a purchase 
option, but it's a definite transfer of ownership at the end of the lease term, those are generally scoped 
out of being recognized as a lease. But you would follow paragraph 25 of SFFAS 54 and account for 
those as basically in substances, or a purchase of the underlying asset. 

 That's just sort of big picture what this looks like. It obviously would have a significant effect on 
folks' balance sheet and how these things hit the statement and that cost over the long term. But it can 
also potentially affect ... Well, it'll definitely shine a light on your budgetary accounting as well, even 
though it doesn't affect your budgetary accounting. SFFAS 54 literally has nothing to do with OMB 
Circular A-11, and the lease scoring criteria under there. SFFAS 54 has its own independent definition for 
leases that's independent of what you might call a lease at your agency or organization. They're two 
separate things, so you have to just sort of get used to it and go with it and move forward. But that said, 
you still have leases on the budgetary side, too. There's just going to be more budgetary-to-accrual 
differences now. 

 We do expect that leases will shine a little bit of a light on your budgetary accounting, because 
you're going to be taking a fresh look at your lease contracts and agreements. So, there could be some 
changes that you'll need to make on the budgetary side, conceivably. Once you start taking a fresh look 
at these things, once you start going through your lease contracts and agreements, you might even start 
to see improper payments. You might start to notice potential cost savings. There's all sorts of things 
that the practice of accounting for your leases, it will start improving your internal processes once you 
start implementing the standard over the long term. 

 Those are a little bit of the flavor for why the board decided, based on cost benefit, that it would 
be a good idea to follow the FASB and GASB standard setters in terms of bringing some of these things 
onto your books. And obviously in year one, for those of you that are familiar, the year one 
implementation is going to be a change in accounting principle, and that will hit your statement of 
changes in that position as well. 

 Did I miss anything, Orinda? 

Orinda Basha: 

I think you did- 

Alan Perry: 

I can go into a little bit more detail if you want me to, but 

Orinda Basha: 

... a pretty good job of hashing out how the new standard will impact the financial statements, starting 
out with the new definition of what a lease is, or what a new right to use assets will be going forward, 
because now there will be no more leases in the old sense. There will be a right to use assets, and that is 
the new term and the new concept that we need to learn to use. 

Alan Perry: 

Right, right. And it's really just anything ... If you have a contractor agreement with another party for a 
right to use an underlying asset, which is usually like PP&E, property, equipment, in some sort of 
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capacity for a period of time in exchange for consideration, then you've got a lease. It doesn't matter 
that that contract might be not titled a lease at your agency. It could be something that you might just 
think of it as a contract, or you might think of it as an easement or something like that. But it's still, in 
substance, has a lease component to that contract, it could. So, you have to start thinking about things a 
little bit differently under this standard, for sure. 

Orinda Basha: 

Great. That leads us into our next topic of discussion, which is the riskiest areas related to the 
implementation of Standard 54 and the related standards. Alan, would you like to get us started with 
what you see the riskiest areas to be from a theoretical perspective? 

Alan Perry: 

Yeah. Well, from a theoretical perspective, in terms of ... And I think you guys over at CLA are going to 
get into more of the implementation types of risks, but I can touch on those too, if you want. But from 
the financial statement perspective, the riskiest areas are sort of the basics, which is sort of what we 
were just talking about with the definition of leases, and making sure that all these things that you might 
not have historically thought of as leases and may have not been under your accounting control in a 
sense previously, you want to make sure that those are on your books. So, in the audit world, we're 
worried about the completeness assertion from that perspective. 

 But another risky area is lease term. When we say "lease term" under the standard, getting your 
lease term right is critical, because you're discounting cash flows based on your lease term. So, you have 
to determine your lease term in order to figure out the cash flow window. And you're not only just going 
to base your lease term on sort of the fixed term, you're going to also base it on option periods that are 
probable of being exercised. And so, the lease term is defined in SFFAS 54 using eight paragraphs. 
Paragraphs 14 through 21 talk about how to measure your lease term, and that has a significant effect. 
It has literally a direct effect on how you would measure your lease liability and your lease asset on your 
leases with the public. And it also could have an effect on some of your disclosures and things like that 
for intergovernmental leases. So, getting your lease term right is critical under the standard. 

 Those are the two sort of accounting type risks that I see the most. 

Orinda Basha: 

Great. What about the discount rate? Do you see that as a risk area for the federal space, or do you 
believe that most federal agencies will default to using the discount rate for treasury securities of similar 
maturities? 

Alan Perry: 

I believe in practice that that will be what most entities do in accordance with some of the proposals 
that are in the works, and I'll go over those a little bit later talking about some of what the board's 
looking at. But that's actually not under the standard. That won't be necessarily the default per se, 
because the standard is going to provide for using the term specified in the lease contract or agreement 
as the default. But having said that, typically, your lease contractor agreement won't have a interest rate 
specified, and so you would end up doing that anyway. But if you happen to have any lease contracts 
with interest rates stated in the contract, you would have to use that rate as the default. 

Orinda Basha: 
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Great. Thank you, Alan. Next we'll move to John for him to share with us some of the practical aspects of 
risk as he has seen them in the field while implementing the standard. 

John Morrison: 

Yeah. Thank you, Orinda. What we're seeing, and I've been involved in this dating back to the 
implementation of ASC 842 back in 2017, is that the good news is that the large publicly-traded 
companies came up with very well-established and well-defined project plans, as well as put a lot of 
testing to the software applications that they're using and have been using for implementation of the 
lease standard. But the biggest risk, I think, and it's always going to be caveated by the size and the 
inventory of your lease contracts, is that we don't have ownership in that project plan and driving that 
project plan in the year of implementation. 

 And what that really amounts to is creating, at that level, some type of awareness in what we're 
doing, the level of importance. Because what we see, and again, it goes back to 2016 when ASC 842 
came into play, is that this is an accounting standard, 54 is an accounting standard, but it's really an 
operational contract management issue, and that is usually kind of hard to drive out into the field. A lot 
of people in the field don't see it that way, and they may not necessarily react that way. 

 One of the key things, I think, is creating a level of ownership, creating awareness, and then 
driving out the project plans, and all that is going to be based off of the level and the inventory and the 
complexity of the makeup of the inventory of the contracts you have in play. 

Orinda Basha: 

Thank you, John. Next, let us talk a little bit about some of the best practices that agencies can use in 
implementing the new standard, focusing primarily on some of the best practices for identifying 
embedded leases. Could you get us started please, John? 

John Morrison: 

Sure. The best practices we've seen, and this goes back to, again, the large publicly-traded companies, is 
creating an awareness that the ownership of this is in operations. And what we've seen even at the 
governmental level and GASB 87 is that we dry this out by having some preliminary discussions, defining 
what a lease is, giving some examples based off type of entity of what might be an embedded lease. And 
then when you get down to the detail, we talk about areas where we can kind of team up with 
operations and accounting. And again, it's all going to be based off the size of the entity and the 
complexity of the contracts, on trying to define whether or not we have any of these type of embedded 
leases. 

 And for those that have done a lot of reading on this, obviously there's been a lot written on this 
in the last five or six years, embedded leases have a tendency to appear to be complex. But what it 
amounts to is we have what we historically have thought of as service agreements that as part of that 
service, the provider is actually renting us, usually equipment, to provide the service. 

 The example, of course, is the cafeteria we see is the common one we see, where a city or a 
county or a university may have a cafeteria in place for their employees, for their students, or whatever. 
And they're not in the business of running a cafeteria, so they outsource the whole thing. As part of that 
service agreement, which they've just been calling cafeteria expense, the company has been renting 
them equipment that they need to provide and distribute the food. Well, based off of the new lease 
standards, we're going to have to pull that out and capitalize those lease stream payments based off the 
definitions inside the contract. 
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 In the best practices, what we're seeing in terms of trying to investigate and determine if we 
have any of these type of agreements is first, we create an awareness, usually through some type of 
presentation, similar to this. So, we [inaudible 00:19:34] some training, get signed in by the folks that 
are involved. And then second, we take a look at their vendor master file. This would mean we're trying 
to segregate out providers that may have a ... defined as service agreements. 

 And then also we'll look at recurring payments. Some practical things that we've seen, CLA's 
been involved in 842 for some large publicly-traded ... or public debt-oriented hospitals that had been 
combined, three or four large hospitals. I mean, we're talking about 300 or 400-bed hospitals, that their 
procurement groups had been come together over a period of years, and they had never really kind of 
analyzed their vendor master file hospital by hospital. And when they combined them, they found that 
they had a lot of similar activity of in-service areas like cafeteria, like coffee services and stuff like this, 
and embedded in those agreements were leases of personal property. 

 So, the detail that you can go into, again, is always going to be based off the size of the entity, 
the environment that they work in, the types of procurement practices they have in place, and these are 
just kind of the key things. You look at the vendor master file, look for service agreements, analyze the 
payment activities for those service agreements, and detail the contracts. So, those are some of the best 
practices we've seen. We've run into situations where, under the example I just gave, where we found 
some savings where these hospitals may have had two or three different contracts, and they're paying 
for the same thing in two or three different forms. So, this analysis can have benefits. You can see that 
you're overpaying for some things, for some services, as well as defining whether or not we have any 
embedded leases. 

 Overall, I would say that depending on the size of the entity, the size of the portfolio of lease 
contracts, embedded leases are infrequent. But those are the best practices we're seeing is, get 
somebody to get an overall ownership and understanding of what an embedded lease is. Take a look at 
the vendor master file, analyze the service agreements in detail, look at the individual contracts. 

Orinda Basha: 

Great. This may also be a good point in time for us to discuss a little bit materiality considerations. 
Obviously, this major standard may not be applied to items that are not material to the financial 
statements as a whole. John, could you please help us figure out what is a proper approach for 
considering materiality in the implementation of the standard? 

John Morrison: 

So- 

Orinda Basha: 

Because we would have a lot of things that are not individually material, but once you start grouping 
them, they may start exceeding the materiality thresholds. 

John Morrison: 

ASC 842 is very, very strict in defaulting to the materiality level that was embedded with the company. 
So, Boeing aircraft company probably has a much different materiality level than AAA plumbing in 
Gainesville, Florida, or whatever. So, from that standpoint, it's based off this- 

John Morrison: 
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So from that standpoint, it's based off the standards that were inside the company, but for GASB 87 and 
I'm not sure what's going to happen with regards to 54, there wasn't an orientation towards defining 
materiality. 

 So for the most part, from a practice standpoint, what happened in ASC 842 is the same capital 
expenditure policy that you have in place from pragmatic standpoint, are we going to put something on 
the depreciation schedule is what has been used for purposes of the lease standard, 

 So for instance, we were working with some large utility company that has a bunch of dams, a 
utility district, and their materiality level is $250,000 for personal property. For purposes of whether or 
not they're going to put it on the depreciation schedule, for them, it'd be like Boeing aircraft company. 
They're not going to put a lease stream that's less than 250,000. 

 So the best practices piece with regards to how this rolls out under the standards for ASC 842 
and a defaults for GASB 87 is really what are we doing for purposes of putting it on the depreciation 
schedule? 

Orinda Basha: 

Thank you, John. Alan, would you have any insights related to best practices, embedded leases and 
materiality considerations? 

Alan Perry: 

Yeah, sure So with materiality in the federal space, there's a lot of things really that need to be 
considered with materiality. Generally speaking, I think it's best practice to first of all take a step back 
and think about materiality, not only in a broad sense, but also materiality in the individual. 

 And you also have to think about qualitative and quantitative factors. So for example, over at 
GSA, a lot of their leases, especially leases of real property, are considered integral to their mission. So 
GSA has a lot of significant leases with significant payment streams, and then they also have leases of 
smaller amounts of space that might not be considered material. 

 But at GSA, management made the decision that at least for leases of real property, they're 
going to implement the standard for all of their real property because of the qualitative nature and the 
importance of the real property leases being integral to their mission. 

 There's other qualitative and quantitative considerations that you have to account for. And you 
alluded to one earlier, like the possibility that your errors or your omissions over time can start to 
snowball and add up. And your auditor would want you to be able to demonstrate that you're tracking 
that and you're aware of maybe different types of classes of underlying assets that you may be 
excluding, but you're still monitoring those contracts and able to somewhat assess the quantitative 
impact of the exclusion, if you were to exclude maybe a certain class of underlying asset. 

 But in my opinion, a materiality assessment should not use your property plant and equipment 
materiality threshold by default because with the leases standard, you're not just worried about the 
asset side. You're also worried about the liability side, and you're also worried about different 
qualitative factors that might come into play. 

 You might end up at a place where you have a similar threshold, but you need to, in my opinion, 
have a robust objective qualitative and quantitative analysis behind what you're doing. And you 
probably should be communicating with your auditor about your preliminary views on that well in 
advance of fiscal year 2024, so that there's no surprises and your auditor has the evidence that they 
need regarding sort what your implementation approach was. 
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 So I would definitely encourage you guys when you're thinking about materiality, not to 
necessarily arrive at your decision by yourself. I mean, you are responsible for your own financial 
statements, but I think it's good to have a discussion with your auditors early on about that, and make 
sure that you're arriving at a place that they feel comfortable with and keep them updated as you're 
implementing and fine tuning your analysis. 

 But it's not an easy question and it's not an easy answer. And unfortunately, materiality 
decisions are going to require a robust analysis for audit purposes, I think. 

Orinda Basha: 

Yeah, well, the whole issue is the level of effort that goes in, in trying to quantify the income stream or 
the payment stream, whether it is incoming or outgoing. So once that effort has been put in place, then 
the level of effort that you need in order to put it in the books is not at all significant because most of 
the effort goes into identifying the agreements for a right to use asset and making the other 
determinations regarding the term, regarding the cash flows, and regarding the discount rates. 

 So this is certainly going to be a very tricky situation and the discussions need to start early with 
the auditors in trying to assess level of effort for documentation purposes. 

Alan Perry: 

Another thing you have to keep in mind too, is that in the federal environment, the GAU financial audit 
manual, which all the audit firms don't necessarily follow that, but I think it's appropriate for preparers 
to at least consider the AUCs, I believe it's AUC 320 for the auditing standards and FAM Section 230, and 
really make sure you're using the auditor materiality and the standards that the auditor is using, because 
you're going to be audited. And the auditor's going to use a materiality and you need to at least consider 
that as your baseline. 

 And then management's materiality is typically supposed to be lower than the auditor's 
materiality to give yourself reasonable assurance that you get that clean opinion than you need. So you 
need to really consider the audit standard. You don't have to follow the audit standards because you're 
management, but you would at least need to consider what the auditors are doing. 

 And that's why those conversations with your auditors, they're not going to give you your exact 
materiality number that they use, but they'll probably give you at least some hints if it's too low or too 
high. So I would definitely consider that. 

 And then the last thing I wanted to add, I forgot to mention it earlier. In the audit space, the 
auditor also has to consider the qualitative factor in their risk assessment that the beginning balances 
that they're auditing are unaudited, because you're implementing a new accounting principle in year 
one. 

 So typically an auditor will have a relatively conservative materiality in year one because of the 
risk that of material misstatement in year one. And then once they get a little bit more comfort around 
the population and your systems and controls, the audit risk might go from being high to maybe in year 
two or three, they'll lower it to medium. And then the nature, time and extent of procedures might go 
down a little bit and the materiality might be a little bit more manageable. 

 But in year one it's going to be a tough deal, I think, in year one from an audit perspective too. 
So this is all enters into this complex calculus of materiality in the leases space. 

Orinda Basha: 
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And Alan, since we are talking about materiality and auditor and auditee considerations, I wanted to 
specify that GAO recently updated FAM, the Financial Audit Manual, in June 2022, and in all the 
presentations that I have attended where GAO representatives have talked about important topics in 
the FAM, they have been very clearly specifying that the auditee materiality needs to be significantly 
lower than the auditor materiality in order to absorb that level of risk that may be out there for items 
that are not necessarily within the scope of the auditor. 

 So I just wanted to spell that out a little bit because a lot of the federal agencies that I have 
worked with in the past have defaulted into using the materiality levels that are specified in the FAM for 
their management A123 work that they perform. So I wanted to make sure that this was clarified here, 
that management has a lower level of materiality thresholds than the auditor does. 

 All right, let's move on to the next topic of discussion, project management. Obviously when you 
are dealing with a standard of this size that has such important implications for the balance sheets, 
project management is going to be a key consideration. So I wanted to start out by addressing the 
question, what activities will be required to ensure federal agencies are successful in the adoption of the 
new lease accounting standards? 

 And John, perhaps I can start with you since you are hands on deck, and if you could share some 
practical examples here that help with coming up with a proper project management plan. 

John Morrison: 

Absolutely. So what we are finding is, and again, the good news is that ASC 842 was in 2016. We had 
early adopters. There's been a significant amount of white paper, project management discussion going 
on several years now. And so I think a lot of the heavy lifting has been done before us. We're finding 
that, especially with regards to the implementation of GASB 87, for a lot of the municipalities, cities, 
airports, and so forth. 

 And essentially what it comes down to in the project management standpoint, what we learned 
starting in 2017 is that there's three key elements in the implementation year. And the first element is 
to create what we call an explicit list of contracts that we have in place and in the for-profit world, this is 
our five-year minimum lease schedule is in our disclosure, our footnote disclosure is where we start 
because everything is going to run off of what that population of leases are. 

 So to start, we take a look at what is that list of agreements. Then from a project management 
standpoint, we really want to emphasize what is the makeup of those type of contracts. This whole 
standard goes back 50 years and it has to do with real estate. The whole thing was, I used the example 
every major city in the United States 50 years ago, had a department store in the downtown area, and 
everybody went to that department store to buy stuff. 

 But when you looked at the financials for that department store, the building wasn't on the 
books because they were leasing it from some family that started or something like that. And so the key 
issue was how do we match the right of use asset with the underlying activity? 

 So that creation of that list should be broken down into two categories, really four but two main 
categories, real estate. And then everything else. Real estate contracts take longer to look at because 
they have variable payments. They have increases based off of COLAs. They have CAM locations, 
prepayments, and so forth. Whereas equipment leases are usually straightforward and short-term and 
easy to understand. 

 And then the other thing from a management standpoint, you want to break down those 
agreements between lessor and lessee where we're the landlord or we're the tenant, so income and 
expense. And that's very, very important in project management standpoint because if we're the 
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landlord, it's something that we generally manage to already. We may already have a software that is 
specifically utilized to manage our rental activity, so to speak. 

 So that's the way to look at in terms of creating this explicit list, the real estate contracts, the 
equipment contracts, where we're the lessor and the lessee. 

 The second piece that you need to include in your project management piece is going forward, 
we're going to need to have a subsidiary ledger for Lisa accounting. Depending on the size again of the 
portfolio of agreements, hopefully if it's an enormous size, you're going to probably have to try to 
integrate that into your enterprise system. If not, you're going to have to look at applications that will 
help you with regards to this, and in some cases you're already using some of those things if you actually 
have a lot of lessor activity. 

 So the second piece is what type of software we're going to use ultimately to come up with 
what will be our subsidiary ledger for lease accounting. 

 And then the third key element with regards to the proper project management for the year of 
implementations going forward is this awareness piece. I'm kind of beating a dead drum here, but it's 
really something that's very important because it's an operational responsibility. In the year of 
implementation, accounting's going to have to kickstart this, but it really gets back to this analysis 
around embedded leases, how we manage the terms which is very important, how we get this activity 
so that operations can push this to accounting rather than accounting constantly pulling. 

 In the first year, it's going to be pull, but going forward it's going to be push. So those are the 
three key elements in terms of making sure that the project gets kicked off. As I mentioned, all of the 
firms have come up with basically five steps to go through in terms of creating a proper project plan. 
Those are the three key elements creating a current understanding of this current state of finding out 
whether or not you have a software in place or what software you might use. And then basically this 
awareness piece. Those are the key elements in terms of from a standpoint of making sure that the 
project goes well. 

 Again, the whole effort and the final end game is going to be what's the inventory of our lease 
portfolio and categorizing it between real estate and everything else. Real estate's more complicated. 
It's the reason that the standard was written to begin with. 

Orinda Basha: 

Thank you, John. I wanted to add that in the federal space, we also have to slice and dice the list lease 
portfolio a little further because we have intergovernmental and non-governmental leases. And then in 
non-governmental leases space, we have long-term and short-term and these have different accounting 
treatments. 

 So I will pass this over to Alan in order to better help explain some of these unique definitions in 
the federal space. 

Alan Perry: 

Thank you. I guess I'll follow up on some of John's thoughts with the project management, before I go 
into a little bit more detail about the different types. 

 For the project management, I certainly agree with all three of those major priorities that John 
went over. I tend to summarize them and think about them a little bit differently, but there's definitely a 
lot of overlap. 
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 From what I've heard in the state and local space, as well as the private sector, even if you only 
have a handful of leases, you might even have less than 10 leases that you identify if you're a small 
agency. From what I hear, you need a system to do, to be able to capture all the data elements that you 
need, especially for leases with the public. So systems is a really big part of that as John indicated. 

 So that's a big part of your project management plan and your implementation roadmap, as well 
as other pieces in terms of educating the relevant parties and scaling up and getting the help you need 
to implement, because this is not something that federal agencies with significant lease portfolios, this is 
not something that the accountants are going to be able to accomplish by themselves. They're going to 
need external help and internal help for a lot of this. 

 So one of the major things I've been trying to do in some of these presentations that I've been 
doing is empowering you guys to speak up and scale up because the effective date is for reporting 
periods beginning after October 1, 2023, and that's not really very far away. The fiscal year end is two 
years away, but a lot of the implementation activities need to be wrapped up fairly soon. And you can 
really start to make those change in accounting principle beginning balance adjustments early in fiscal 
year 2023. 

 So there's a lot that needs to be done. And do you have enough people involved? Is there 
enough resources? If not, you might want to elevate that pretty quick. So these are all things you have 
to think about. 

 I know I mentioned this a little bit earlier, but [inaudible 00:43:15] right, the slicing and dicing of 
the different types of leases is certainly so it's a practical expedient, but it's also a complexity because 
we have to be able to talk about all these things at the same time. So again, short-term versus long-term 
leases with the public, it's a 24-month lease term or less if it's short-term. And for those leases, there's 
no disclosure requirements. 

 And then for intergovernmental leases, you follow generally how you're accounting for those 
leases today, but you'll have to pay attention to the disclosure requirements of [inaudible 00:43:57], 
because those are slightly different. And we're going to do some updates a little bit later about 
government-wide implementation activities, and I'll go into a little bit more about the disclosure 
requirements 

 But yeah, there's all these types of leases too that's part of the project plan. Hopefully as you 
implement, you'll start to notice that these practical expedients are helping you out a little bit, but 
there's a lot to know and a lot to get through. 

John Morrison: 

One of the things I want to add related to what Alan was saying, I mentioned the three key elements to 
subsidiary ledger, which is software. What we're seeing in the GASB world is that there's a tendency to 
think, well, we only have 10 or 11, can we just do it on an Excel? And the answer is no. Excel is not an 
answer to this. The complexities that you need to have in place really relate to the frequency of 
reporting, especially in the year of implementation. 

 So in the ASC 42 world and the GASB world where we don't have an integrated module into our 
enterprise system, these applications are working outside of our GL. And so it's a new concept and we're 
seeing especially at the municipality, the county, even at the state level, this is that we're working with 
various entities on is a new concept. 

 So basically they're going to close the books and we are going to have these off-balance sheet 
entries that we're going to make. We're going to reverse out all the activity for the rental expense and 
rental income that they may have had. And then we're going to book the stream of leases that are going 
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to now be showing as a right of use asset, right of use liability, receivable and so forth. And so that 
concept is really, really difficult to understand for a lot of accountants, but until we have an integrated 
module- 

John Morrison: 

... stand for a lot of accountants, but until we have an integrated module and until there's a need to 
have this integrated in the GL, that's how it's going to be handled. I would say in the non-public sector 
and in a lot of the medium to small size entities, airports and so forth, this is the way it's going to have to 
be done because it's too complex to stick into your GL and operate that way. So that issue alone will be 
dictated by the frequency of reporting and whatnot that adds some complexity for the accountants, but 
it's a very key element on what software we use. The good news, as I mentioned at the very beginning, 
is a lot of the work that's been done over the last several years, there's only a handful of applications 
that we think are probably ubiquitous enough that they can be used by various entities, and I'm going to 
guess the federal government as well. 

Orinda Basha: 

Thank you, John. 

 There is one more thing that I wanted to highlight for our participants here today. I cannot say 
that I have the answers and I do not know that Alan or anyone else in this world has all the answers as of 
now. But it is my understanding that in the federal space, budgetary accounting and budgetary lease 
amortization schedules may look and feel very different than lease amortization schedules for 
proprietary entries. So this is an added complexity because of the fact that OMB definitions on what is a 
capital lease and what is an operating lease will significantly differ from the FASAB definition of the right 
to use of an asset. So another complexity that entities will need to consider as part of finding their 
software solutions and how do they move forward with their proprietary and budgetary accounting. 

 Is there something you wanted to add, Alan? 

Alan Perry: 

I don't think so. I think we've covered it pretty well. I'm sure that there's something that we're forgetting 
because there's so much, but I think that's a good overview. 

Orinda Basha: 

Good. Okay, well, the next question here related to project management tries to address those agencies 
who might be running behind. For those agencies, what do you think are some of the key steps to help 
them get on track? 

Alan Perry: 

Well, yeah, I talked about that earlier, but I think it's important enough to talk about it again. I do think 
you need to have an implementation plan in place. The implementation plan development is a complex 
process in and of itself. Hopefully, most of you have an implementation plan and you're in the middle of 
it. But if you're not, then in my opinion, you're going to need to scale up and figure out whether or not 
you can bring external experts or consultants in, or you're going to have to scale up your team 
somehow, because you're very far behind right now. This happened in the FASAB and GASB space, the 
federal environment. Some people are making the same mistakes that they made in the FASAB and 
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GASB environment. But the implications in the federal environment can be, for some entities, more 
significant because some federal agencies have ginormous lease portfolios. 

 So I just encourage folks to really elevate their concerns if they're behind and get what they 
need to do to this, and go as fast as you can. I'd like to be able to do a little bit more outreach and see 
where people are, but I haven't done that for some time because the board's technical activities have 
kept me so busy, but I do know that some folks are running a little bit behind. I think it's just important 
to make sure you have a good team and a good plan in place. And if you don't have that, then you might 
be spinning your wheels a little bit. 

 Going back to the systems again. You need to have the right solution in place for accounting for 
your leases before you can even really fully execute your implementation plan. Otherwise, you're going 
to have to reenter all the data elements and reopen all your lease contracts and agreements again, and 
do it all over again once you get the right solution in place. The technology solution is really part of that 
implementation plan. I know a lot of folks have that solution nailed down, but I'm not so sure everybody 
does. 

Orinda Basha: 

Yeah. And to add a little bit of perspective to what you just said, Alan, it is my understanding that every 
single lease agreement will have more than 100 different data points that need to be entered into the 
system. So this will not be a quick project that you just go in type in a few numbers and you have the 
lease amortization schedule filled out by the system. You really need to spend quite a bit of time just for 
the manual input process, let alone trying to quantify some of these data inputs that require 
management judgment. 

Alan Perry: 

Right. And the more late you are in the process, the more complicated the decision-making gets in my 
opinion, because you really want to have a solution that makes sense over the long term, and you really 
don't want to be doing a lot of rework for implementing the standard. So making sure you have the right 
solution might be the best thing, even if you get dinged on the audit in year one. That's easy for me to 
say because I don't have to deal with the repercussions of an audit that might not go well. But that's just 
a decision that every entity's going to have to wrestle with if they're running too far behind. 

John Morrison: 

One of the thing that we've seen, Alan, and especially in the GASB sense, is that this is going to sound 
kind of cliche, but you begin with the end in mind. When we start one of these projects, we begin with 
give us the list of contracts that you just consider. And it's usually quite long, and it's usually for some of 
these municipalities or counties, or even at the state level, very scary. But when we wrap up the project, 
we're going to have a beginning and an ending. We're going to have a beginning, which included all 
these contracts. They may be out of scope because they were short term, or they weren't really leases, 
or they had materiality issues or whatever. 

 And the ending list is going to be the golden list that we have to wrap up into what we call in the 
auditing world, the technical accounting memo, that we're going to give to the auditors. It's going to 
summarize all the activities we did in the year of implementation, including a lot of the things that you 
mentioned; software selection, materiality, policy discussion, interest rates, or IBR. And at the 
governmental level, some of this stuff is frankly overwhelming for these folks. So when they look at that 
original list and they say I had 400 leases, and I ended up with 40, conquering it little by little, keeping 
the end in mind and wrapping it up is probably the only way you're going to get this done. 
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 One of the things that happened at the governmental level because of COVID, they basically got 
a two-year hiatus in terms of implementation. We're actually working with most municipalities and 
counties are 6.30 year ends, but there's actually some that are 12.31. Some of them are even 
procrastinating. So that formula in terms of just creating that list and even actually just staring at it and 
starting working on it one by one, categorizing it as we talked about, real estate versus equipment, are 
all the things that kind of push this forward, keeping this thing with the end in mind, that we're going to 
have to wrap this up in what amounts to the technical accounting memo, which summarizes it all. 

 That's some of the practical things we've seen in terms of let's not get overwhelmed, let's just 
work on this, and little by little, you can push it forward. 

Alan Perry: 

I like what you said there. Because really the audit evidence is going to interact with every single step of 
the way and making sure that you document everything well and make sure that you have this parallel 
effort to map your systems and controls with the accounting solution and the accounting policies that 
you develop is going to be so key. Because to the extent that you can demonstrate that your internal 
controls are well-designed and operational, that is going to help with your auditor's risk assessment and 
might score you some points in terms of the nature, timing, and extent of the audit procedures in year 
one. But if you don't have those things in place and it's not integrated in your project plan, then any 
auditor that knows what they're doing is going to just say high, high, high, for all your risk in your 
[inaudible 00:55:57]. 

John Morrison: 

That's an important part that we've seen is that there hasn't been a uniform way of processing leases at 
the governmental level for a variety of reasons. A county, a city, a state, may at each different level. An 
airport might be a lot different. A lot of it has to do whether they were the lessor or the lessee. And so 
some of these things have to be brought into place and they have to be really part of the 
implementation plan is firming up those processes, really enhancing those internal controls so that 
going forward we have this all tight. The approach we're seeing that is very helpful is creating this 
technical accounting memo framework so that we can start ticking stuff off and get it moved down the 
line. 

Orinda Basha: 

Great. So in order to give the webinar participants an idea of where should they be by now two years 
out from 9/30/2024, what would be the answer that we give them so that they can assess whether they 
are running behind, whether they are right on time, or whether they are early implementers? 

Alan Perry: 

If you're asking me, I would decline to answer that question for several reasons. One reason being is that 
every federal agency is different in terms of their operations, their ICFR, and their lease portfolios, most 
importantly. The other reason would be, I'd like to be a little bit of an alarmist, but I don't necessarily 
want to discourage folks by telling them that they're way behind by telling them where they should be. I 
don't think that there is necessarily a certain place that you need to be. I will tell you that you're not 
alone if you're running behind. The FASAB implementers to GASB implementers, and most federal 
implementers are all running behind. 

 The three year deferral that the board issued, I think, was a huge help to a lot of people that will 
get them in a place where maybe they'll be able to survive the first year of the audit. Maybe they'll have 
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a significant deficiency or two. But some folks that are running very far behind will probably have 
material weaknesses and qualified opinions. So there's going to be a lot going on at fiscal year at 2024, 
and it'll be really interesting to see some of that reporting. 

 Some of the things that John touched on, think about it through the lens of bringing these things 
under your accounting control. And once you have your arms around all these contracts and 
agreements, similar to how folks are getting their arms around and recently got their arms around public 
private partnership arrangements and their disclosures, bringing these contracts and agreements under 
your accounting control can be a huge opportunity for you to generate savings and analyze your 
operations a little bit better and be more accountable and transparent. 

 So think about it in terms of the positive as well. But I wouldn't want to say where you should be 
because I don't want to discourage people that are far behind 

Orinda Basha: 

All right. Let us ask a question that may come naturally to a lot of people who consider this task a very 
daunting task implementing the new standard. I have heard and read in the news that in the commercial 
space, lessees are pushing for lower annual lease payments instead of lease concessions. Are we 
anticipating anything in the way in which these lease contracts and agreements are executed to change 
in the federal space? 

Alan Perry: 

I don't think so. 

Orinda Basha: 

So Alan, you have not heard any agencies discuss switching from having long-term leases into short-
term leases in order to avoid the burden of accounting and reporting for long-term leases? 

Alan Perry: 

I don't think so, because in the FASAB and GASB space, some of the financial reporting there can be 
some incentives that are sort of baked into how you'd want to report things, but in the federal space, 
there's some budgetary incentives for how you might structure a lease, but there's no real proprietary 
incentives for how you would structure a lease. It's just you're reporting it. And you can obviously in 
your disclosures, explain why starting in fiscal year 2024, you might have a significant increase in your 
unfunded liabilities because of your lease liability. But there's no real incentive to change your lease 
terms and things like that. 

 I think lessees will need to protect their operational and economic interests. And so changing 
your lease terms wouldn't necessarily protect your investments and your operations. But there are 
some other factors that could potentially affect leases as things move forward that just come with that 
post-COVID environment and people are really looking at their real estate footprint in terms of office 
space, but that doesn't really have much to do with the standard itself. 

Orinda Basha: 

Got it. Okay, thank you. 

 Next, let us talk a little bit about the software and process considerations. We talked about 
software and we talked about the process throughout this presentation. Are there any specific points 
that you would like to make here regarding software and process? 



 ©2022 CliftonLarsonAllen LLP  |  16 

 I have heard several federal entities that are implementing the new SFFAS 54 and 60 and the 
related lease standards discuss that they plan to continue to use their existing vendors, and these 
existing vendors have system solutions that will help with the implementation of GASB 87, and they're 
planning to use these systems for their implementation of the FASAB standards. So one of the big 
questions that they are trying to tackle now is whether they need to make any system modifications and 
work with their vendors for these system modifications in order to properly accommodate the FASAB 
standard. 

Alan Perry: 

The answer to that would be yes, because in the federal space, there are some areas of divergence 
between GASB 87 and SFFAS 54. Overall, high level, it's the same approach, but in the federal space with 
intergovernmental leases, that's a significant diversion. And if you have a GASB 87 solution in front of 
you, then you don't necessarily have an intergovernmental and non-intergovernmental attribute that 
would lead you down two different paths. Some of the specific guidance in the federal space, even for 
the leases with the public, is going to be slightly different and you would have to be able to 
accommodate that. 

 I am not familiar enough with the vendors' capabilities and the different vendors out there to be 
able to tell you whether or not this will work out well or not. But I am confident enough to tell you that 
those vendors will have to have some sort of a patch to accommodate SFFAS 54. 

John Morrison: 

One of the things that's not directly related to this, but all of these applications, and like I said, there's 
probably only a handful that I think are ubiquitous enough, they have their origins in lease management. 
Most of them are really related to real estate. What we're seeing in the GASB world is that like airports; 
airports generally have a management tool for all their lessor activity. And GASB has some specific 
exclusions for purposes of aeronautical activity and whatnot. And because of that, the users, the GASB 
reportee, they want to default to the application they're currently using for managing their revenue 
activity. And prior to COVID, some of these pretty large applications did not have GASB 87 compliant 
applications. I think some of them are further along, but that can be kind of troubling. 

 In the ASC 842 world, it was the same thing. Large publicly traded companies had lessor activity 
that was significant, and they were using a tool that they wanted to integrate into their enterprise 
system for purposes of real estate, but for equipment, they have another tool altogether. So as far as 
some of the concerns around some of these applications, I think a lot of them in terms of being GASB 87 
or ASC 842 compliant, are quite far along even these specialized ones that I mentioned for airports. 

 In the ASC 842 world and in the GASB 87 world, there actually has been instances where they 
segregate the application between real estate and everything else. One, because they already have this 
tool that they've been using for purposes of their lessor activity, and they don't want to change. 
Whereas their lessee activity is so small that this additional bolt-on application is just as good. That has 
been going on for a while. In the ASC 842 world, those applications that integrate with a module that 
goes into their enterprise systems is always very important too. 

Orinda Basha: 

Great. Thank you, John. 

 Next, I will pass it over to Alan for him to discuss a little bit the standard setters updates. 

Alan Perry: 
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Sure. Thank you, Orinda. 

 I guess I'll take a step back, because it seems like I have a little bit of time here to go over this. At 
a high level, the board decided with SFFAS 54, because it's such a significant change in accounting 
principle and because of all these complexities that we've been discussing, oftentimes accounting 
standard setters will issue something and then they'll just sort of step back and wait five years and do a 
post-implementation review. Well, with SFFAS 54, that was not the case. They issued SFFAS 54, and then 
fairly soon after that, they undertook a robust post-issuance review, but pre-implementation review. 
And during that, once the standard was issued, and it was out there for a little bit, staff engaged 
extensively with the federal community and some of the consultants out there, and we identified a lot 
of just various implementation issues and we issued a technical release. And this technical release is 
somewhat similar to what you see in the GASB space. 

 GASB has an implementation guide; 2019-3, for helping folks implement GASB 87. I believe, if 
I'm not mistaken, GASB 87 is 75 or 70 questions and answers. That provides a lot of great guidance in 
terms of the definition of a lease, how to measure a lease term... 

Alan Perry: 

The definition of a lease, how to measure a lease term in certain unusual situations. And it's just 
organized by topic area, so that people can figure out what to do in some unusual situations. And so we 
did a similar project with Technical Release 20 for the board. And it's modeled after GASB 2019-3, but 
there are several differences due to reasons that we've discussed earlier. And then the Federal Task 
Force identified other questions and answers that they needed. So the Technical Release 20 is about 96 
questions and answers. And I think that's been a huge help to the community. For me, it's reduced the 
number of technical inquiries that I've been receiving and made my job a little bit easier. And I'm 
assuming it's been making other people's job much easier, too. So that was great. 

 But at the same time we were doing that, the board decided, "If we identify implementation 
issues that require board action and clarifications to SFFAS 54, elevate those to us and we'll make those 
changes." And that's what we did with SFFAS 60. SFFAS 60 introduced some clarifying amendments, a 
couple of minor technical corrections, and it also rescinded a couple of disclosure requirements that, 
after further study, would've been very challenging and impractical to implement. So SFFAS 60 
introduces a few, I guess you could call them practical expedience, but it really just helps the standard 
make a lot more sense. So that's where we are now. We've issued those two pronouncements. But now, 
we have a couple of outstanding issues that need further clarification, that we did not address in the 
first Omnibus update in SFFAS 60. 

 The reason we didn't address them in the first Omnibus update is because we didn't identify 
them until after the comment period, but we wanted to go ahead and issue SFFAS 60 as soon as possible 
for the community. So we decided to just do a second Omnibus. This second Omnibus is something that 
everyone should monitor. It's currently on the board's agenda for its meeting next week. You can go to 
fasab.gov and monitor the board's meeting materials and get information for dialing in to those 
meetings if you'd like. But the board is going to make two more clarifications to SFFAS 54. Neither of 
these two clarifications should really delay your implementation activities because one of them is 
related to sale leasebacks, and sale leasebacks are exceedingly rare. I hardly ever hear about them in the 
federal space. But I think maybe five or less of them exist in the federal space. 

 So it's something that the board still needs to clarify. There's a footnote that needs clarification 
in paragraph, I think, 89 or 92 of SFFAS 54 that the board is looking at. And the other clarification is how 
to select discount rates. You're going to probably hear further clarifications from the Treasury 
Department after this statement is issued. But SFFAS 54 was high level in terms of how to select and 
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discount your lease liability and your lease receivable. But the board decided that they wanted to 
emphasize comparability across the federal government and make it a little bit easier to implement 
those requirements. So there's Omnibus proposals under development to help with that right now. 
Now, that shouldn't delay your implementation activities either because that discount rate data field 
should automatically populate based on your measurement date, remeasurement date, and lease term. 

 So everybody should be able to continue to move through their implementation readiness 
activities without having that finalized guidance issued. But once that finalized guidance is issued, you're 
going to have to be ready to move and make sure your technology solution can populate your discount 
rate using look-ups and things like that. So we don't expect that to affect your implementation activities, 
but it's certainly going to affect your implementation. It just wouldn't delay it. So that's definitely 
something to monitor. Another board activity underway right now for leases, and this is actually an 
ongoing accounting issue in the federal space, is the accounting for leases-related reimbursable work 
authorizations. There are some significant intergovernmental differences among some entities related 
to these. And obviously, those need to be resolved eventually. And unfortunately, the old lease standard 
and the new lease's standard didn't really anticipate this type of an issue. 

 So the board is currently working on a technical bulletin to help folks that might have significant 
leases-related intergovernmental reimbursable work authorizations. If you have reimbursable work with 
the public sector, then you can easily account for that under the current standard. But the 
intergovernmental leases requirements don't accommodate reimbursable work authorization. So we're 
going to have to develop a proposal, and we're well underway. I'm hoping that will go out for public 
comment in September. It might be October, I can't make any promises. But please keep an eye out for 
that. And we definitely encourage federal entities, consulting firms, accounting firms, individuals, 
anybody to really take a look at that exposure draft, if for no other reason than just to help you prepare, 
especially if you have intergovernmental leases-related reimbursable work. 

 But please comment and provide feedback and let us know, will that proposal work? Will it help 
you with your intergovernmental differences that you might need to clear right now? And if not, what 
other alternative suggestions do you have? So take a look at that. I don't think that that proposal will 
affect that many entities out there, but there are a handful of entities with significant reimbursable 
work-related balances with GSA related to their leases and a lot, but not all of those entities have some 
intergovernmental differences for certain types of reimbursable work authorizations that need to be 
clear. It's an existing problem, and we're hoping that the problem will be resolved at the same time 
SFFAS 54 implementation takes place. Other things that are going on. I think a GSA is working on 
standing up a community of practice. There's been high levels of interest in that. And I believe that that 
should probably be getting started pretty soon. 

 Treasury has a government-wide working group that's been meeting about once a month. That's 
open to federal entities and consultants that are working with federal entities to call into. And those 
discussions will be helpful as well. And then another project that's been going on behind the scenes is A-
136. OMB and FASAB staff are well-aware that the community is going to want to know what A-136 is 
going to look like in fiscal year 2024, to help you with your implementation planning. So FASAB staff led 
a project with a small working group, including Treasury, GSA, and GAO, to draft illustrative track 
changes to A-136, to give you guys a heads-up about illustrating what these changes will look like in the 
future, so that you can plan on what A-136 is going to look like rather than getting A-136 dropped on 
your desk three months before you have to issue your 2024 disclosures. We don't want that. 

 So I've already provided that document to OMB right now, and they're currently in the process 
of reviewing that. And I'm hopeful that in the next couple of months, that will be distributed and 
circulated to the community for feedback. We anticipate that that distributed circular will have 
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predictive value because we went through several rounds of comments and we were pretty thorough. 
And we're getting OMB's review. So we think it's going to have predictive value to help your 
implementation planning. But you also have to keep in mind that OMB always has the right to make 
some changes based on feedback it receives and things like that. So hopefully, in the next three or four 
months, a lot of the folks on this call will have seen what A-136 will look like as well. So there's a lot 
going on. I'm not even sure I covered everything, but that's the standards that are updates, I suppose. 
Let me know if I missed anything. Orenda, does anything come to mind? 

Orinda Basha: 

Great. Well, we will have a few questions for you. So before we go into the final thought, we wanted to 
open this up for our participants to ask questions. As you all know, there is a Q&A box here where you 
can go in and you can type your questions to allow our presenters to answer those. In the meanwhile, I 
wanted to start by asking a question that I always ask Alan when I need him, and that question is, when 
does FASAB anticipate to have the final updated Statement 54 on the FASAB website? Because 
currently, it is the original version that was issued without the edits that were implemented by Standard 
60. 

Alan Perry: 

Okay. That's a great question. It sounds like a simple question, but it's actually a simple question with a 
complicated answer. So the board only updates the consolidated handbook and the handbook by 
chapter once a year. The reason for that is primarily financial and human resource constraints. If you 
have a problem with that, you can make suggestions to the board by providing comments annually on 
its annual report. And if you think that the update should be done after each new statement is issued, 
make your feelings known. If you think it should be done every six months instead of every year, you can 
make your feelings known. The board operates under public scrutiny, under a due process. And the 
board is accountable just like you all are. So the board listens to your feedback. I've provided my 
feedback on the matter. 

 I think that the update should have already happened by now. But unfortunately, we're 
underresourced to be able to do that more than once a year. You should expect to see the SFFAS 60 and 
TR-20 related amendments to other SFFASs and Technical Releases on the FASAB website in the 
handbook and in the handbook by chapter sometime around the first or second week of October this 
year. Keep in mind, because it's only done once a year, the Omnibus updates that I'm working on right 
now under this current annual process will not be reflected until after September 30th, 2023. So it 
becomes a little bit problematic in the context of leases. And I'm going to continue to raise these 
concerns to the extent I can. But I would encourage you all that if you don't like it, you can always say 
something. But it's only once a year. So look forward in October of this year for the handbook update. 

Orinda Basha: 

Great. Thank you, Alan. And I wanted to check with Christie that if there are any questions from the 
audience to please ask those questions now. 

Christie: 

All right. Thank you, Orenda. We do have a question here. It says, "At what point should you consider 
investing in one of the lease calculation software tools that are out there based on the number of leases 
you have and the complexity of them?" 
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Alan Perry: 

John, do you want to take that? 

John Morrison: 

Yeah. I think essentially, I mentioned this earlier, if you have any more than just a handful, you need to 
consider it right away because it's not manageable within an Excel environment. It needs to be done by 
one of these applications. And I don't work for those guys. I'm just telling you that our experience tells 
us that really, if you're trying to implement this correctly, the best way to do it is by getting one of these 
applications. So sooner rather than later. As part of, as I mentioned, the three key elements of this 
process is, one, creating a list. And I mentioned the before and after, it shows the completeness analysis 
we would do in the year of implementation. And then the second piece is the software. It's really, really 
important that you get this in place and understand the frequency of reporting and get an 
understanding on how you're going to use the tool. Eventually, these will be integrated into the ERPs of 
the various entities. But more than likely, it's outside the GL for at least the year of implementation. So 
the answer is probably right away. 

Alan Perry: 

Yeah. And I've heard some people say if you have a long-term lease with the public and some of those 
are complex, you might want to have a software solution if you have two or more. 

John Morrison: 

Yeah. Yeah. Essentially, if anybody that's trying to implement this, I say a handful. And obviously, we're 
not talking to anybody that has a handful. Excel just doesn't work. You don't want to have to have 
ownership of coming up with the details. So Alan's right. Right away and get something. 

Christie: 

Do you have the names of any software that is off-the-shelf, that federal agencies could use for this 
purpose? 

John Morrison: 

Yeah. Is that to me? Probably? 

Alan Perry: 

I can't name them, so you would have to. 

John Morrison: 

There's a handful, but I don't know where they are with regards to 54. I know where they are with 
regards to GASB 87. And depending on the complexity, the two that are very ubiquitous, LeaseQuery 
and Visual Lease have been proven in the public sector with publicly traded companies. And I know a lot 
of entities are using them. There are others that certain entities are using in the GASB environment that 
I'm not as aware of, but they seem to be working. But those are the two. And there's another one 
depending on the size. It sounds corny, but it's Easylease is a very, again, ubiquitous application that 
appears, at least in the GASB environment and the ASC 842, flexible enough, ubiquitous enough that it 
can be used. 
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 And those are probably the only three that I would say. There are others that we have worked 
with, but those are the three that more than likely have stand the test of time. And ultimately, you're 
going to be looking for four things that are going to come out of these applications once you've 
implemented. You're going to look for an abstract by lease. You're going to look for the journal entries 
that you're going to need to input into the detail, as well as some type of abstract regarding the 
disclosure, which usually in the year of implementation is the adoption disclosure, at least in the ASC 
842 and the GASB 87 world, and the lessor or the lessee activity. So all these applications give that to 
you. 

Orinda Basha: 

Thank you, John. And we are hitting the end of this presentation. But John, if I may ask you very quickly 
to give us a few examples of embedded leases that you have encountered as part of implementing FASB 
842 in the hospital arena. I think it would be useful to some of the VHA personnel that may be attending 
here today. 

John Morrison: 

Yeah. The two that we have seen, well, the most ubiquitous one, and this is the coffee service where 
you have Starbucks come in and provide coffee service. So in the hospitals we had seen, they have a 
stand in the various locations as well as providing coffee to the patients and the staff and so forth, and 
they have these kiosks all over the hospital. Embedded in that agreement with Starbucks, which they 
thought was just a coffee service, is the rental of the machines. And it's actually highlighting the term, 
the monthly payments and so forth over the life of the agreement that had embedded a rental stream 
that was throughout the life of the lease. So that's one that we saw at a hospital group. 

 Also, I mentioned the cafeteria example. We did see that in healthcare where they hire these 
cafeteria companies or these companies to provide the food and whatnot. And those companies are 
actually renting the equipment that they used to prepare and distribute the food. And it's highlighted 
the monthly rents and the term and so forth, which we now have to capitalize. And then we've also seen 
in the university space, in the higher ed parking spaces where you have parking buildings, [inaudible 
01:28:29] multi-level parkings where the university outsources the whole thing to a company that takes 
rents, takes the tickets and whatnot. And they were actually renting the machines to the university. And 
we had to pull those out and capitalize that lease stream for the agreement. So those are the biggies 
that we've seen. 

Orinda Basha: 

Okay. Well, thank you so much. And that hits the mark of 4:30, which is the time when this webinar was 
scheduled to end. I wanted to point out that the slide presentation as well as a recording of what we 
have been talking here today will be available on the CLA website, claconnect.com, shortly after this 
presentation is over. I wanted to point out that the slide here, which is the slide second to the left, 
contains contact information for all of today's presenters, including myself. You can reach out to any of 
us with the questions that you may have related to this presentation. And I wanted to thank you all for 
attending. And have a great day. Thank you. 

John Morrison: 

Thank you. 
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