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The leases lab
This month Professor Lee Singh explores the world of systems and processes with 
the help of his assistant Alexander Woodford. 

Hypothesis 

For lessees, IFRS 16 is just an accounting 
change; it will not require major changes to 
systems or processes.  

Testing and analysis 

Today, many entities might not require 
robust processes or systems for the 
accounting for leases, other than those 
relating to initial classification and 
disclosures.  

The new standard will change this for a 
number of reasons: 

 There is an increased focus on the
dividing line between leases and service
contracts requiring consistent
judgement when considering the
definition of a lease.

 The volume of leases and number of
data points needed to implement the
new standard might require contract
management systems.

 Remeasurement of leases will be
required when certain changes in
estimates occur, or where lease
payments change due to an index or
rate.

Many lessees currently use spreadsheets to 
manage their leases. Existing lease 
accounting systems are based on IAS 17 and 
will need to be modified to accommodate 
the new standard. Software developers are 
working on designing systems to fully meet 
the needs of this new standard, but a 
number of these are not yet up and running. 
Many systems also focus only on real estate 
leases or equipment leases but not both. 

In addition, the integration of any new 
systems with existing accounting systems 
will require consideration. 

Processes and controls might need to be 
designed from scratch to ensure proper 

management and accounting of all lease 
agreements. These need to address initial 
and subsequent measurement, as well as to 
monitor events both in and outside of the 
lessee’s control that may trigger accounting 
adjustments.  

Conclusion 

The new standard will require greater 
oversight over lease accounting and contract 
management due to the sensitivity between 
leases and service contracts, and its 
remeasurement principles. Lessees need to 
act now to improve systems and processes 
in order to be ready as there could be lots to 
do. 

Practical application 

Lessees might also want to use the new 
standard as an opportunity to improve their 
systems and processes. This is especially 
true for those currently using spreadsheets, 
as under the new standard these might 
contain incomplete data or not be cost-
efficient and could lead to errors feeding 
into financial reporting. Lessees will also 
need to identify data and system gaps, and 
the required changes to IT environments on 
a timely basis. 

See more of the Professor’s analysis of the 
commercial and practical impact of IFRS 16 
Leases in IFRS 16: The leases standard is 
changing. Are you ready?
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