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While the private company deadline extension for ASC 842 to 2021 is a welcome relief, it’s also 
a reminder of the difficulty many companies have faced to meet the new lease accounting 
standard requirements. In fact, only 26.3 percent of the public companies that had to comply 
with the standard at the start of last year reported that they completed the implementation 
process, according to a September 2019 survey from accounting firm Deloitte. 

The lesson that remains for private companies is that much hard work is ahead of them to 
meet the 2021 effective date. But what needs to be done (and when) to prepare? 

To satisfy the standard’s requirements, private companies will need to invest significant time 
and effort throughout 2020. Furthermore, the new accounting standards’ reporting and 
documentation requirements are much more extensive than what many businesses have had 
to contend with in the past. The reliance on software to track leased assets and associated 
liabilities may be unfamiliar. 

With this guide, companies can learn how to effectively utilize the remainder of 2020 to meet 
the 2021 deadline for FASB ASC 842. 

1. Understand How Your Leasing Arrangements Will Affect Your  
Software Needs
Businesses who carefully assess how lease contracts fit into their operations will be in a better 
position to pick the right lease accounting software solution. 

To do this, businesses need to review their operations and identify how they use lease 
contracts. (For example, if the assets covered by their leases include office space, office 
equipment, or capital equipment, they’ll need to understand how those assets should be 
reported on the balance sheet). At the same time, they’ll want to assess how the contractual 
liabilities associated with the assets should be reported. 

While some businesses are looking for standard lease accounting functionality, most 
companies will find they need more comprehensive solutions, including both lease accounting 
and lease administration capabilities to ensure accurate records for compliance. Lease 
administration functionality allows companies to stay on top of managing the key financial, 
legal, and operational aspects of property and equipment leases, which is essential to keeping 
reliable lease data.
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2. Evaluate and Select a Software Solution
In order to effectively take advantage of the remaining months before the 2021 deadline, 
businesses need to begin evaluating lease accounting software solutions to be confident in 
their decision (and provide themselves with enough time for successful implementation).
Businesses will want to pick a lease accounting software supplier that can support the nuances 
within their lease contracts, and has the capability to track (and update) key lease information 
to easily produce accurate financial reports. A supplier should demonstrate they:

• Can respond to your company’s changing needs, particularly if your business is 
growing and expanding into new markets.

• Can supply a system that will have your company compliant with ASC 842 by the 
standard’s effective date

• Have a track record working with reputable accounting firms, and

• Have successfully implemented their system for existing customers. 

In addition, businesses are going to want a software solution that is scalable and flexible to 
support their needs now and into the future. Lease accounting software providers like Visual 
Lease provide customers with an extremely configurable, easy-to-use solution, which helps 
capture unique terms of lease agreements.

Lease accounting software helps to:

Input and report on a lease’s financial aspects, including the right-of-use assets, 
interest expenses, liabilities, and other elements required by U.S. GAAP, IFRS, and 
GASB. 

Generate critical accounting calculations and add the information to the balance 
sheet required by ASC 842, IFRS 16 for foreign companies, or other lease accounting 
standards like GASB 87 for state and local governments. 

Automate the tracking of lease contract information and financial reporting, and 
integrate with ERP systems to further streamline the audit process. 

Save time by replacing manual processes, eliminating human error, and helping a 
business identify cost-cutting opportunities. 

Lease administration capabilities help businesses track a lease contract’s 
important details throughout the contract period, including:

Critical dates, 

Documentation requirements, 

The lease contract’s financial terms, 

Contract options, and 

Maintenance obligations.
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3. Prepare for Lease Accounting Software Implementation 
The information entered into the lease accounting platform during implementation is essential 
to generating financial reports that comply with ASC 842. Businesses with a strong grasp of 
their lease agreements will be in a better position to 1) work with their software provider to set 
up their system, and 2) load their lease information into their system. 

In order to be up and running by 2021, businesses will need to assemble a team of key 
stakeholders from business functions like senior management, finance, and operations to ensure 
they have all of their leases that are needed to comply. They will also need to ensure all the 
legacy lease information is reliable before it is migrated into the new lease accounting system. If 
the legacy information is somehow not ready to be migrated, it is recommended that businesses 
work with their internal lease accounting team, software provider or accounting advisor.

Once implementation has begun, companies should be prepared to closely partner with 
their software provider throughout the implementation process. A trusted lease accounting 
software provider, such as Visual Lease, should walk you through each step of implementation 
to get you up and running to comply with the new accounting standard(s). 

4. Leave Time to Test and Use the System
To ensure accurate financial reporting before the January 2021 effective deadline, it is 
recommended that private companies have an operational lease accounting system well 
in advance of the effective date. Doing this will provide ample time to use and validate the 
financial reports and data within the system before it is required to prepare for the first set of 
ASC 842 financial statements. 

By selecting a software provider that is well-versed in industry best practices, they can share 
what worked for other clients when testing the system and make any necessary adjustments 
to the system.

Furthermore, preparing for lease accounting compliance is not a one-and-done effort. Leases 
can change during the course of a lease term, leaving your business responsible for updating 
your software to ensure you generate accurate financial statements. 

The steps above will help set up private companies for success in achieving ASC 842 
compliance. Using the next few months to their advantage – the bottom line is to not delay 
progress in searching for and developing a strong partnership with a lease accounting 
software supplier to meet these new demands.

In order 
to be 
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running 
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the leases that are needed 
to comply. 

About Visual Lease
Visual Lease provides lease accounting and lease administration software solutions to help companies 
manage, analyze and report on their leased asset portfolios, including real estate, equipment and more. 
The company’s SaaS platform combines GAAP, IFRS and GASB-compliant lease accounting controls with 
sophisticated and flexible lease portfolio administration. Over 700 of the largest publicly-traded and privately-
owned corporations, retailers, hospitals and institutions around the globe rely on Visual Lease’s cloud-based 
SaaS platform to meet operational and compliance requirements. For more information, please visit www.
visuallease.com or call (888) 876-6500.


