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The Leaseberg Index combines data on the value of lease liabilities with the accounting complexity in each sector. The depth of each
leaseberg represents the overall scale of the accounting challenge. Whilst the analysis highlights retail and logistics as having the highest
relative value of leased assets - the quantity, variety and complexity of lease calculations required in each case will have a huge bearing.
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CONSUMER
PRODUCT
GOODS (CPG)

8%

$3.5 billion

CPG companies face the
superset of lease accounting
challenges faced by
manufacturing and retail
companies. Many CPG
companies operate in 50-150
countries worldwide with
subsidiaries spread across
the globe and often
delivering reporting in local
GAAP formats. Organisations
will need to consider the
impacts of reconciling lease
accounting at both a
subsidiary and group level
across multiple GAAP
standards. Intercompany
lease transfers and sub-
leasing is an issue that will
make it difficult for CPG
companies to manage lease
accounting under new rule.

LOGISTICS

$17.8 billion

Logistics companies have a
huge volume of leases
across asset types.
Common lease
arrangements involve the
use of aircraft, rail cars,
and ships. Complications
such as cargo capacity
purchase agreements and
terminal agreements are
complex and can
sometimes be in different
currencies — a real
operational accounting
pain!

There are many other
considerations to account
correctly for real estate,
warehousing
arrangements, lorries, rigs
and IT equipment.

$18.6 billion

Telecoms providers will
usually need to include land
agreements when calculating
lease agreements. These will
cover vast stretches of fibre
optics and the land they sit
upon. This can equate, in the
most extreme examples, to
tens of millions of leases.

These businesses may also
use third-party owned
networks or transmission
capacity provided by other
companies rather than
building and owning this
infrastructure.

Oil & Gas companies lease a
wide variety of assets from
industrial property and
heavy machinery to
materials, handling
equipment, pipelines,
storage terminals and rail
tank cars.

Long-term supply
arrangements to secure raw
materials, power and
utilities, industrial gases
and other supplies must be
considered carefully.
Accounting for joint
ventures will be a
nightmare for the industry.

MANUFACTURING

The manufacturing sector is
characterized by disparate
lease management systems,
with many manufacturing
locations taking on liabilities
for equipment, machinery,
delivery capacity and IT
equipment. This challenges
global manufacturers to
capture leases exposures
centrally and to harmonise
the application of lease
accounting rules.

Further, there are many
operational challenges to
completing monthly
accounting processes across
such a wide-variety of asset
classes.

FINANCIAL
SERVICES

Financial services are likely to
have a high volume of leases,
across multiple regions and
asset classes.

Also changes to company
structures will cause
accounting complications
along with subleases and
intercompany leases.

High levels of accounting
complexity can be expected
with company structure
changes as well as challenges
with regards to sublease and
intercompany lease
accounting.

RETAIL

$31.4 billig

For large retailers who may
have more than a thousand
outlets across regions, the
new leasing standards are a
heavy challenge. Finance
teams will need to locate and
sift through thousands of
individual rental agreements
often buried in disparate
systems and locations.

Subleasing of real estate is
common, and this demands
complex judgements and
calculations for lessee and
lessor accounting. Retailers
are also commonly affected
by rent reviews, which are
accounted for differently
under US GAAP (ASC 842)
and IASB (IFRS 16).

TECHNOLOGY

$6.8 billion

Consolidation is common in
the technology world and tech
companies are top targets for
mergers and acquisitions. This
means that such businesses
often end up with multiple
ledgers and numerous
different lease management
systems.

For multinational tech
companies who may have
sites around the world, the
combination of multiple
currencies, embedded
equipment leases and other
complex arrangements make
achieving compliance and
gaining control of lease
accounting a real priority.
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