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CRE Execs Encouraged To Engage Now With 
Lease Accounting Changes
At a breakfast seminar organised by CoreNet Global UK Chapter, corporate real estate executives due to be affected by the impending changes in lease accounting were given until 15th December 2010 to respond to the Exposure Draft, which was published in August as part of a joint project by the International Accounting Standards Board (IASB) and the Financial Accounting Standards Board (FASB).
The new accounting standards will see most leases being capitalised on balance sheets and presenters from the IASB and Jones Lang LaSalle, plus Barclays acting as the voice of occupiers, encouraged the 100-strong audience to engage with the process now. They emphasised the need to understand the new requirements, assess the implications for individual businesses and create an action plan for implementation with immediate effect.  They also called for feedback from constituents to help the boards in their redeliberations.
The decision to change the accounting standards is driven by the perceived lack of transparency around the assets and liabilities arising from off-balance sheet obligations and the complexity of current lease accounting. The effective date for the change is open, pending the results of a separate consultative project on implementation for all the new standards.
Once the new standards are in place, organisations will no longer choose between the two methods to classify leases – as operating or finance (capital) leases. Instead, they will recognise a liability to make lease payments and a corresponding asset representing the right to use the underlying leased property.

Seminar chairman Michael Evans, Corporate Capital Markets Director for Jones Lang LaSalle, commented: “The enormity of implementing the new accounting rules is evidenced by the fact that the event was hugely over-subscribed. 
“We anticipate that the final standards will be issued in mid-2011 with an effective date likely to be no sooner that 1st January 2013.”

The full content of the Exposure Draft and all background information can be downloaded from the IFRS website. 
Help and advice on how to plan for the changes or how to respond to the draft by 15th December is available from CoreNet Global UK Chapter by visiting the website http://unitedkingdom.corenetglobal.org or emailing ukchapteradmin@corenetglobal.org 
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Note to Editors
CoreNet Global is the world’s leading association for corporate real estate and workplace professionals, service providers, and economic developers. 
CoreNet’s 6,500 members, who include 70% of the top 100 U.S. companies and nearly half of the Global 2000, meet locally, globally and virtually to develop networks, share knowledge, learn and thrive professionally.
Click here for more information on CoreNet Global.
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