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Do you know that Sage Intacct has Lease Accounting module? 
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What does ASC 842 Accomplish?

1. Increase transparency and comparability among organizations by recognizing 

       lease assets and liabilities on the Balance Sheet

2. Adds operating leases to the Balance Sheet

3. Removes the concept of Deferred Rent, Prepaid Expenses, Capital Lease Asset 

     and Capital Lease Liability

4. Requires more detailed Footnote Disclosure 

5. Requires more judgement
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What is a Lease? 

“ A contract, or part of a contract, that conveys the right to control the use of 
identified property, plant, or equipment (an identified asset) for a period of time 
in exchange for consideration.”  -- ASC 842-10-20, Glossary
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What is a Lease? 

“ A contract, or part of a contract, that conveys the right to control the use of 
identified property, plant, or equipment (an identified asset) for a period of time 
in exchange for consideration.”  -- ASC 842-10-20, Glossary

The lease may be a standalone agreement or embedded within a broader service 
or supply contract.
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What is a Lease? 

“ A contract, or part of a contract, that conveys the right to control the use of 
identified property, plant, or equipment (an identified asset) for a period of time 
in exchange for consideration.”  -- ASC 842-10-20, Glossary

The lessee must have both:
• The right to obtain substantially all of the economic benefits from the use of the 

asset, and
• The right to direct how and for what purpose the asset is used during the lease term.
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What is a Lease? 

“ A contract, or part of a contract, that conveys the right to control the use of 
identified property, plant, or equipment (an identified asset) for a period of time 
in exchange for consideration.”  -- ASC 842-10-20, Glossary

Identified Asset
•The asset must be explicitly or implicitly specified in the contract.
•It must be physically distinct (e.g., office equipment, office space, or server).
•If the supplier has substitution rights (and can benefit economically from doing so), it 
might not qualify as a lease.
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What is a Lease? 

“ A contract, or part of a contract, that conveys the right to control the use of 
identified property, plant, or equipment (an identified asset) for a period of time 
in exchange for consideration.”  -- ASC 842-10-20, Glossary

For a Period of Time
•Can be defined in days, months, or years.
•Includes renewal or termination options that are reasonably certain to be 
exercised.
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What is a Lease? 

“ A contract, or part of a contract, that conveys the right to control the use of 
identified property, plant, or equipment (an identified asset) for a period of time 
in exchange for consideration.”  -- ASC 842-10-20, Glossary

In Exchange for Consideration
•The lessee provides payment (cash or non-cash) in exchange for the right 
to use the asset.
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Exclusions

➢Leases of intangible assets

➢Leases of 12 months or less

➢Leases of inventory

➢Leases of assets under construction

➢Immaterial
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Exclusion - Lease Maintenance

Under ASC 842, only costs directly related to the right to use the leased asset are included in the lease liability 
and right-of-use (ROU) asset calculations. Costs that are for services — like maintenance, property taxes, and insurance 
— are generally considered non-lease components and are excluded from lease capitalization.

Examples: 

Routine equipment maintenance
Janitorial services
Landscaping services for building
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What is the Discount Rate?

The discount rate is crucial because it determines the present 
value of future lease payments, which in turn affects:

•The initial recognition of the lease liability and ROU asset,
•The allocation of interest expense over the lease term,
•And the overall financial impact on your balance sheet and 
income statement.
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What Factors into Lease Liability?

➢ Fixed Payments

➢ Variable Lease Payments

➢ Purchase Costs

➢ Termination Fees

➢ Residual Value Guarantees

➢ Lease incentives paid after start date (negative payments)
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What goes on the Balance Sheet?
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Type of Leases and Balance Sheet Treatment?
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Example: 
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Lease Terms Summary
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Under ASC 842 – Operating Lease
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Journal Entry at Commencement
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Accounts Payable and Lease Payment Entry for month 1
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Interest Component of Lease Expense – Month #1
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Amortization of ROU Asset – Month 1
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Lease Configuration

Lease 

Conf igurat i on
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Lease Configuration

           Payment schedule
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Lease Configuration 

Lease & RoU Asset depreciation schedule Transaction
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Set up Master Data

Lease Class

Lease Group

ROU Asset  

Depreci at i on 

Methods

Lease 

Conf igurat i on
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Setup Lease Group



©JMT Consulting. All rights reserved.

Lease Class
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Create Lease Records

Lease Class

Lease Group

ROU Asset  

Depreci at i on 

Methods

Lease 

Conf igurat i on
Lease
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Create Lease
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Lease in Created Status

Lease

Created
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Generate or Import Payment Schedules

Lease

Created

Lease

Payment  Schedules 

Generated

Generate Payment Schedules
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Payment Schedules
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Generate Liability and ROU Asset Schedules

Lease

Created

Lease

Payment  Schedules 

Generated

Generate Payment Schedules

Lease

Schedules 

Generated

Generate LL and ROUA Schedules
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Put Lease in Service

Lease

Created

Lease

Payment  Schedules 

Generated

Generate Payment Schedules

Lease

Schedules 

Generated

Generate LL and ROUA Schedules

Lease

In Servi ce

Put  i n Service
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Auto Payment Schedule Processing

Daily
Lease

Created

Lease

Payment  Schedules 

Generated

Generate Payment Schedules

Lease

Schedules 

Generated

Generate LL and ROUA Schedules

Lease

In Servi ce

Put  i n Service

Generate 

t ransact i ons f rom 

Payment  Schedules

Scheduled
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Auto Generate Expense GL Journals

Periodically
Lease

Created

Lease

Payment  Schedules 

Generated

Generate Payment Schedules

Lease

Schedules 

Generated

Generate LL and ROUA Schedules

Lease

In Servi ce

Put  i n Service

Generate 

t ransact i ons f rom 

Payment  Schedules
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f rom LL and ROUA 

Schedules

Scheduled

Scheduled
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Lease Completion

Lease

Created
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Payment  Schedules 

Generated

Generate Payment Schedules

Lease

Schedules 
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Generate LL and ROUA Schedules

Lease
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Put  i n Service

Lease

Complete
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Take Lease Out of Service

Lease

Created

Lease

Payment  Schedules 

Generated

Generate Payment Schedules

Lease

Schedules 

Generated

Generate LL and ROUA Schedules

Lease
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Put  i n Service

Lease 

Out  of  Servi ce

Take Out  of  Service
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Lease Termination
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Lease
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Change Lease Attributes
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Generate/Import Payment Changes
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Place Lease Back in Service
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Revalue and Place Back in Service
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Full Lease Lifecycle
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Product Roadmap

➢User – Defined Fields (Just came out)

➢Custom Dimension (Just came out)

➢New import center & data tool (May 2025)

➢Out-of-the-box Disclosure Reporting (come see it at Sage 
Future!)
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Product Roadmap

➢Long-term/Short-term Liability split in GL

➢Allocations

➢Different Dimensions/Allocations for Income Statement 
and Balance Sheet

➢Payment Schedules options to create PO docs, GL Journals, 
Cash Payments, Credit Card Payments on top of AP Bills
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Questions?
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Thank You
Our mission is to make you more effective and 

streamlined. You need to focus on your mission and 

constituents instead of your software.

Address

1982 Providence Pkwy Suite 258, Mt. Juliet, TN 

37122

Telephone

(888) 368-2463

Website

jmtconsulting.com
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