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eases — FASB Issues ASU

February 25, 2016 — Today, the FASB issued its new standard on leases, ASU 2016-02. The new standard introduces a new lessee
model that brings substantially all leases on the balance sheet. In addition, while the new standard retains most of the principles of
the existing lessor model in U.S. GAAP, it aligns many of those principles with ASC 606.* The new standard represents a wholesale
change to lease accounting and will most likely result in significant implementation challenges during the transition period and
beyond.

The new guidance will be effective for public business entities for annual periods beginning after December 15, 2018 (i.e., calendar
periods beginning on January 1, 2019), and interim periods therein. For all other entities, the ASU will be effective for annual periods
beginning after December 15, 2019 (i.e., calendar periods beginning on January 1, 2020), and interim periods thereafter. Early

adoption will be permitted for all entities.

A Heads Up newsletter on ASU 2016-02 will be published shortly. Further, a Dbriefs webcast providing an overview of the
new standard and the challenges with implementing it will be hosted on March 15, 2016.

Editor’'s Note: As companies prepare to issue their annual financial statements, they should consider the guidance in SAB
Topic 11.M,2 which requires SEC registrants to disclose the effect of new pronouncements that have been issued but are not yet
effective. Although SAB Topic 11.M applies to SEC registrants, it is considered best practice for nonregistrants to also provide

these disclosures.

1 FASB Accounting Standards Codification Topic 606, Revenue From Contracts With Customers.

2 SEC Staff Accounting Bulletin Topic 11.M, “Disclosure of the Impact That Recently Issued Accounting Standards Will Have on the Financial

Statements of the Registrant When Adopted in a Future Period.”
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