Accelerating your readiness
Leases end-to-end solutions
AASB 16 Leases

Deloitte may not be able to provide all service offerings included in this brochure to clients that
are subject to independence restrictions. Please consult with your Deloitte contact if you
require further clarification.

AASB 16 Leases Overview
A quick glance at the standard
What is AASB 16 Leases (AASB
16)?
AASB 16 is the new leases
standard and was issued by the
AASB in January 2016.

When will it impact?

What is the impact?

The effective date for AASB 16 is
annual reporting periods beginning
on or after 1 January, 2019, and
interim periods therein.

The standard brings most lessee’s
leases onto the balance sheet with
resulting changes to the income
statement, balance sheet and
introduces additional disclosure
requirements.

Impact of the new standard

AASB 16 is more than a financial
reporting issue.

Some key challenges that entities may face
in assessing the impact of AASB 16 include:

It could have a consequential effect on the
following areas:
• Commercial impact on long term lease
contract negotiation, gearing and banking
covenants, forecasts and cash flows
• Educating stakeholders on the impact of
the standard and managing expectations
• Indicators and key performance metrics,
which may impact remuneration schemes
• Impact on technology systems and
implementing new technology solutions
may be needed

•
•
•

•

•
•
•

Technical application of the standard
Increased requirement for management
judgement
Significant resource and systems
implications with workload on finance
teams increasing on an ongoing basis
The impact of AASB 16 on key metrics,
debt covenants and management
compensation
Extensive data requirements, beyond what
many entities currently have available
Establishing an accurate and complete
lease data collection process
Leasing strategy implications

Leasing strategy impact

Technology systems impact

With AASB 16, will come renewed focus on existing
leases and scrutiny of future leasing strategy. Leasing
can be expected to rise up the board room agenda. Key
trigger points will include renegotiating key lease
terms, undertaking own vs. lease decisions and
understanding the revised cost-benefit analysis for
capital release projects.

Change may be required to augment or
supplement existing lease management or ERP
systems in order to track the right data across the
lease portfolio and facilitate the production of
AASB 16 financial information.

Accounting judgements
AASB 16 introduces new accounting complexities and
additional areas for management judgement.
These areas include:

•

Identifying a lease based on the new definition of
a lease

•

Determining whether it is reasonably certain that an
extension or termination option will be exercised

•

Identifying appropriate rate to discount lease
payments

Policy choice
AASB 16 will require entities to make policy
choices regarding:
• Requirements of AASB 16 can be applied to a
portfolio of similar leases provided that such
aggregation is not expected to have a
material effect
• Lessee may elect not to separate non lease
components from lease components
• Transition method chosen, and the accompanying
practical expedients

Do you know the impact AASB 16 will have on
other areas of your business?
10 key questions for management
1.

Do you know which of the entity’s contracts are
leases, or have embedded lease components?

2.

Are your systems and processes capturing all of
the required information?

3.

Are systems and processes capable of monitoring
leases and keeping track of the required ongoing
assessments?

4.

Have you considered the potential use of AASB
16’s recognition exemptions and practical
expedients?

5.

Do you know which transition practical
expedients are available, and whether you will
apply any of them?

6.

Do you know what discount rates you will be
using for your different leases?

7.

Have you considered the impact of the changes
on financial results and position?

8.

How will you communicate the impact to affected
stakeholders?

9.

Have you planned when you will consider tax
impacts?

10. Have you considered whether your leasing
strategy requires revision?

A phased approach to implementation
With the complexity of adopting AASB 16 leases, we have developed a structured approach which comprises of 5
phases in transitioning to AASB 16. These phases are illustrated below and the remainder of this document goes
into the detail of each phase.
2. Lease data readiness
• Develop an approach to data
• Collection of leasing contracts,
including completeness
• Data gap analysis

1. High level impact
assessment
• Scope analysis
• High level impact on metrics
• Future state operating model
• Develop a transition plan

4. Implement
long-term solution
• Implement any long-term
solution changes
• Data migration
• User acceptance testing

3. Transition
readiness
• Transition adjustment analysis
• Choose transition method
• Assess wider business impacts

5. Embed and
maintain
• Delivery of implementation
roll-out plan
• Plan and execute final cutover
• Go-live

*Some of these offerings will be subject to independence restrictions for audit clients of Deloitte. Please consult with your Deloitte contact .

1. High Level Impact Assessment
Have you considered the impact that AASB 16
will have on your financial report?
Ensure you’re ahead of the game understanding the potential impact and scale of the implementation project.
Completing a high level impact analysis can identify the scale of the challenge and the important path for your
company. It will also help you consider the areas to focus on as you progress further in your analysis, including
which key financial metrics could be impacted more.
Other activities of this phase includes analysis of any relevant scope exemption for your organisation,
understanding your current state leasing and lease accounting processes and determining an appropriate future
state model in relation to your leasing and lease accounting processes.

What we could do for you:

Benefits

The high level impact assessment simulation
includes an illustration of possible effects on
the various financial ratios, based on
existing disclosures in your financial
statements.

•

Indicative estimate of the financial impact that
the new standard could have on your accounts.

•

•

Prepare a project delivery roadmap for the
implementation of AASB 16.

Provide directions on key areas of focus, and
the relevant work streams required for
transitioning.

•

•

Understand and design a target state end to
end process map for lease accounting under
future state AASB 16 environment.

Established a framework within which the key
activities, business and technology
requirements could be developed further.

•

Extracts of our Deloitte Simulation Tool reports
The extracts below are only for illustration purposes, and are not exhaustive.

*Some of these offerings will be subject to independence restrictions for audit clients of Deloitte. Please consult with your Deloitte contact.

2. Lease Data Readiness
Have you considered lease data required for
implementation of AASB 16 and how to
collate this?
AASB 16 requires the collection of data not previously required under AASB 117. A lease data readiness assessment
helps you identify gaps in the current data set, and develop an approach to extracting and collecting data from existing
leasing contracts.

How we can help

Benefits to you

• Perform detailed analysis on a sample of lease
contracts, to perform data and accounting gap
analysis to identify the right data for transition.
• Develop a data collection template based on the
sample of contracts analysed, which could be
applied to extract and collect the relevant data from
the entire global lease portfolio.

• Accelerated completion of data collection, with focus
on the relevant areas impacted by the new standard
• Optimal resource utilisation, while focusing on
transferring knowledge to your team
• Enabling your team to focus more on ‘business as
usual’

Data Gap
Analysis

• We can assist you with the extraction of data from
contracts impacted by the accounting standard and
collecting data in agreed format using our Optical
Character recognition (OCR) and Artificial
Intelligence (AI) Tool, Argus.

Review lease contracts to identify:
• scope exemptions
• lease data field requirements

Develop a model data collection
template to be used for the collection
of lease data.

Lease Data Capture

Upload contracts into OCR tool
Digitise

Contracts
Existing lease contracts

Provide structured output for upload to
lease accounting system.
Output

Extract
Extract lease data into structured
format, using Argus, combined with
manual review by experienced team

*Some of these offerings will be subject to independence restrictions for audit clients of Deloitte. Please consult with your Deloitte contact.

3. Transition Readiness
Have you considered the transition options
available to you under AASB 16?
The Deloitte Lease Transition Tool provides a cost effective solution to model each of the transition options (based on
certain assumptions), enabling you to make an informed decision on the transition approach, for impact
assessment purposes.
What is the process?
1. You provide the data and assumptions (or we could support you in
collecting data)
2. We perform the pro-forma calculations using the tool
3. We provide a customised impact assessment report and access to
output on Tableau
Tableau extracts of lease analysis

What are the key features
of the tool?1

•

Provides a detailed quantitative
impact of each transition method.

•

Provides an assessment of the
impact on budgeted financial
metrics or corporate plans.

•

Provides a profile of the key
balances over the term of the
lease portfolio.

•

The output from the tool
facilitates management’s
assessment of the potential
impact on business areas such as
debt covenants and remuneration
contracts.

•

Provides read-only access to
output in Tableau, enabling drilldown to analyse individual lease
data.

1. The pro-forma transition
adjustments calculated from the tool
are not to be used for the posting of
journal entries under AASB 16. They
are provided for impact assessment
purposes.

*Some of these offerings will be subject to independence restrictions for audit clients of Deloitte. Please consult with your Deloitte contact.

Do you know which transition option is best
suited to you?
Extracts of our Deloitte Lease Transition
Tool reports
The extracts below are only for illustration purposes, and
are not exhaustive. Additional insights are provided in
our reports.

What are the transition options under AASB 16?

Option 1: Full retrospective
Restate comparatives as if AASB 16 had
always been applied to all leases.

Option 2: Modified retrospective
The lease liability is measured at initial
application date. There is a choice of how
the initial right-of-use asset (RoU) is
measured.
Organisations can choose between two
options on a lease by lease basis.

Option 2A:
Measure RoU asset as if
AASB 16 had been applied
from lease commencement
except that incremental
borrowing rate at initial
application date is used.

Option 2B:
Measure the RoU asset at
the initial application date
at the same amount as the
lease liability (adjusted for
certain items).

Our Incremental Borrowing Rate (IBR) Tool:
We have developed a tool that will automatically calculate your IBR based on
the relevant inputs.
To do this, you:
1. Enter your company specific information. i.e. credit ratings, the cost of
equity, and cost of debt (for your specified tenor).
2. Enter your lease specific information. i.e. Payment currency, date of first
& last payments and payment frequency.
3. A table will then be generated for the input of the contractual cash flows.
4. Click the ‘calculate’ button – your IBR is calculated and a summary report
is produced explaining how our calculation works and shows graphs of the
components of the calculation.
The key benefits to this approach are:
• The IBR calculation is inherently complex and has been broken down to
individual elements to calculate an IBR as specific to your entity
as possible.

*Some of these offerings will be subject to independence restrictions for audit clients of Deloitte. Please consult with your Deloitte contact.

4. Long-term solutions
Have you considered your long-term technology
solution options?
Technology is an important component of the end-to-end lease accounting process. Careful consideration of the
available options is key to success.
For organisations intending to implement a technology solution to manage ongoing lease accounting beyond
transitioning, Deloitte adopts a three phase approach to assist you in identifying a solution that meets your lease
accounting needs, as follows:

1. Gather requirements
Understand
your lease
portfolio

Understand
your
system
landscape

2. Evaluate
Understand
your
operating
model

Evaluate
solutions
(Demos &
Pricing)

3. Report
Provide
recommend
ations

In determining the right fit for a technology solution, we gain a deep understanding of your needs, and assess the
available solutions with following criteria:

Functional
capability

• Does the technology provide the right functionality to suit the organisation?

Deployment
approach

• Is the preferred solution on premise, or cloud based?

Existing
Technology
Vendor

• Does the organisation have an existing vendor of choice?

Availability of
skills in the
market

• Are the skills to support the technology available in the location required?

Pricing

• What are the costs, both up-front and ongoing?

Once we have assessed your needs, we will arrange or facilitate demonstrations of the functionalities of the most
applicable solutions at your request.
Once you have decided on the best fit-for-purpose solution, we will support you through the implementation and
embedding phases of your chosen solution.*

*Some of these offerings will be subject to independence restrictions for audit clients of Deloitte. Please consult with your Deloitte contact.

Selection (not exhaustive) of long term solutions available in the market
L

easy

IFRS 16 LEASE ACCOUNTING SOLUTION

Pre-configured on-premise solution for IFRS 16
based on innosys. User friendly and easy
handling Faster implementation Simple
maintainability Enhancements possible (e.g. ERP
interface, simulation).

Cloud based SaaS, built on
an enterprise wide platform;
‘plug and play’ solution with
easy interface with ERP and
consolidation tools

Deloitte innosys for leasing

Integrative, comprehensive
and innovative lease
accounting solution under
IFRS 16, USGAAP and IAS
17 – enables compliance
and scenario planning
analysis

Lease Accounting Engine –
marketed as on-premise / cloud
solution that could handle complex
and high volume of leases

Partnered with Innervision –
solution ‘LOIS’ marketed to be
lease management solution with
accounting reports under IFRS and
USGAAP

SAP Flexible Real Estate (RE-FX)
SAP Real Estate Management is a subcomponent
of SAP Finance and when used instead of a
stand-alone solution can simplify your solution
landscape by:
• Producing real-time valuation of leases
• Eliminating financial interfaces
• Reducing the number of applications in your
system landscape

Tenancy management solution,
IFRS 16 module now added – cloud
based SaaS (NZ owned company)

SAP Lease Administration by Nakisa (SLAN)
• Enable an end-to-end lease management,
accounting, and reporting solution that supports
compliance with new lease accounting regulations
• Leverage real-time native connectivity with SAP
financial modules
• Save on the significant costs that can come from
payment penalties, past-term leases, and
lost equipment.

Deloitte solutions:
innosys for leasing is a Deloitte developed lease accounting solution that
provides all the relevant functionalities for lease accounting under AASB 16
(and IAS 17).
• Calculates the accounting journal entries
• Support for planning and simulation of leasing contracts
• Customizable
• It is currently offered as on premise installation

Deloitte Anaplan IFRS 16 App is a cloud hosted “plug & play”
solution enabling fast implementation and interaction with any existing
consolidation and ERP platform.
•

It is customizable and easy to use interface with a good audit trail.

•

It features a lease dashboard that allows for a general analysis of
lease data, lease accounting calculations, and individual and
consolidated disclosures, including AASB 16 transition options
analysis.

*Some of these offerings will be subject to independence restrictions for audit clients of Deloitte. Please consult with your Deloitte contact.

Why choose Deloitte?
The implementation of any system and process changes that are driven by AASB 16 will need to be carefully
managed to minimise disruption to the business, while identifying opportunities to enhance the value obtained from
the programme.
To assist you, we:
•

Have a number of accelerator tools that will assist you in making these decisions, including detailed process
maps and reference technology solutions.

•

In addition to our internal leasing solutions, we have relationships and experience with a range of
AASB 16 software vendors. We collaborate with our clients, understand the solutions that would best suit
their needs, and act as trusted advisors to keep our clients’ best interests in mind. The methodology for our
approach in identifying a suitable vendor is system agnostic. Once a vendor is selected, we tailor the design and
implementation phases on the best-fit long-term solution for our clients.

•

Have a highly skilled integrated team comprising both experiences accounting technical and technology
consulting staff. Our experience in delivering finance change programmes at companies similar to yours, together
with our knowledge of your programme mean that we can help you to formulate a pragmatic and effective
response to the standard. We are globally connected to our other member firms to ensure the best outcome
for our clients.

•

Pride ourselves on ‘working it together’ – teaming with our clients to deliver successful implementations. We
adopt a collaborative project delivery approach, immersing ourselves in the client culture. We work
collaboratively with stakeholders from multiple business areas, such as finance, IT, and property, to achieve the
best-fit outcomes for each client.

Real Estate Advisory
Our team of seasoned real estate practitioners assist organisations in developing innovative strategies and executing
complex programs that add significant value while reducing risk and enhancing enterprise alignment. A full suite of
the services offered by our Real Estate Advisory team is included below, for which AASB 16 strategy and compliance
is a key capability.
1. Operations Improvement
• Operational assessments
• Operating model design
• Organisational design
• Service delivery model design
• Real estate and facilities
outsourcing advisory
• Process improvement
• Performance management
• Benchmarking and leading practice
analysis.
6. Pre/Post Merger
Integration Support
• Data-driven scenario analysis
• Development of synergies
• Support to physically integrate
• Market entry analysis
• Retail location analytics
• Divestment advice and exit
strategies to Maximise
proceeds and de-risk
transition.
5. Tenant Representation
• Development of corporate
requirements and translation into
real estate criteria
• Market search and site shortlisting
• Lease negotiation management or
support
• Site/building due diligence.

2. Workplace Strategies
• Advanced Workplace Strategy (AWS)
opportunity assessment and business
case analysis

Our six
core
capabilities

3. Enterprise Footprint
Optimisation
• Cost reduction
projects/capital deployment
or recycling
• Strategic real estate
planning
• Portfolio restructuring
analysis and strategies
• Co-location planning and
strategy development
• Portfolio cost optimization
• Future deployment
roadmap development.

4. AASB 16 Strategy and compliance
• AASB 16 readiness diagnostics
• Lease database audits
• Real estate contract analytics
• Corporate real estate function and operating model
assessments in preparation for AASB 16 third-party reviews
• Liability reduction strategies.

*Some of these offerings will be subject to independence restrictions for audit clients of Deloitte. Please consult with your Deloitte contact.

5.Managed lease accounting services
Why use a managed service?
Implementing a managed lease solution will help
reduce costs and improve efficiencies by having
Deloitte professionals manage your AASB 16
compliance for you and provide you with key insights
to your lease portfolio.
We utilise the Centralised Lease Platform
incorporating various AASB 16 solutions and
technology applications to:
•

collate and extract your lease data using OCR and
AI software

•

prepare the accounting entries each month

•

provide data analytics and key insights into your
lease portfolio

•

prepare the financial disclosure pack
periodically, and

•

deliver an audit pack for your auditors to review

Phase 3
Deloitte Accounting
service AASB 16*

Phase 1:
Lease data Deloitte
Centralised Lease
Data Platform

Phase 2
Deloitte Integrated
lease service
offering

Further to this, we can integrate broader capabilities
in lease document management, real estate
leasing advisory and industry benchmarking.

Our services include:
• Centralised storage of lease contracts and data
on our Centralised Lease Platform
• Extraction of AASB 16 data fields using state of
the art technologies
• Integrated lease service offering including data
analytics, lease document management, real
estate leasing advisory and industry
benchmarking
• Provision of monthly accounting entries
• Provision of disclosures and audit packs

Benefits to you:
•

•
•
•
•
•

Lower total cost of ownership based on
subscription model. No need to invest in costly
software and staff can focus their time on core
responsibilities
Access to specialist advice, analyses,
management support and actionable insights
regarding all aspects of leasing
Reduced risk of non-compliance with AASB 16
Access to state of the art technology without
the upfront investment
Broad integrated service offering powered by
our innovative solutions
Disclosures and audit pack provided

*Some of these offerings will be subject to independence restrictions for audit clients of Deloitte. Please consult with your Deloitte contact.
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