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Please select the type(s) of organization responding to this exposure draft. If you 
are not responding on behalf of an organization, please select “individual.” 

Accounting Firm    
Federal Entity (user)    
Federal Entity (preparer)    
Federal Entity (auditor)    
Federal Entity (other)  If other, please specify:  
Association/Industry Organization    
Nonprofit organization/Foundation    
Other  If other, please specify:  
Individual    
 

Please provide your name. 

Name: JMD-Finance Staff-Quality Control and Compliance Group 
 

Please identify your organization, if applicable. 

Organization: DOJ 
 

Q1.   The Board is proposing to define a lease as a contract or agreement that conveys the 
right to use a nonfinancial asset (the underlying asset) for a period of time in an exchange 
transaction. The current lease standards, Statement of Federal Financial Accounting 
Standards (SFFAS) 5, Accounting for Liabilities of the Federal Government and SFFAS 
6, Accounting for Property, Plant, and Equipment, do not specifically define a lease. 
SFFAS 5 and SFFAS 6 only define a capital lease as a “lease that transfers substantially 
all the benefits and risks of ownership to the lessee.” The Board believes that the more 
concise definition being proposed is broad enough to capture the diversity of federal 
leasing activities. The proposed lease definition is presented in paragraph 9 and further 
explained in paragraph A15.  

Do you agree or disagree with the proposed definition of lease presented in 
paragraph 9 and further explained in paragraph A15? Please provide the rationale 
for your answer. 

Agree.  The previous standard only addressed the definition of a capital lease and did not 
provide sufficient guidance.  The revised definition aligns FASAB guidance with FASB’s 
February 25, 2016 Accounting Standards Update (ASU) which was intended to improve 
financial reporting about leasing transactions as well as providing standards for 
intragovernmental leasing.  Overall, the improved lease accounting requirements will 
provide greater transparency in federal financial reporting. 

Q2.   The Board is proposing that the lease term be determined as the period during which a 
lessee has a noncancelable right to use an underlying asset (referred to as the 
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noncancelable period) plus each option period if it is probable, based on all relevant 
factors, that the lessee will exercise that option to extend the lease. The lease term 
proposal also provides guidance on the noncancelable period and on how specific 
provisions (such as fiscal funding/cancellation clauses and month-to-month lease 
holdovers) should be applied. The proposed lease term requirements are presented in 
paragraphs 14 – 18 and further explained in paragraphs A16 – A18.  

Do you agree or disagree with the proposed guidance on determining the lease term 
as presented in paragraphs 14 - 18 and further explained in A16 – A18? Please 
provide the rationale for your answer. 

Agree.  However, incremental funding under a single and/or multiple continuing 
resolutions could be problematic.  Paragraph 16.c. attempts to address this by stating that 
“a fiscal funding or cancellation clause (a clause that allows federal lessees to cancel a 
lease agreement, typically on an annual basis, if funds for the lease payments are not 
appropriated) should be considered in determining the lease term only when it is probable 
[italics and emphasis added] that the clause will be exercised.  The standard is silent on 
how to determine what is “probable.” FASB Statement of Financial Accounting Standards 
No. 5 defines “probable” as “the future event or events are likely to occur”. The Board 
attempts to clarify if A18 explaining that FASB’s probability threshold is “reasonably 
certain” and that FASB’s probable definition equates to “more likely than not (>50% 
probability), however it can be difficulty to determine when a lapse in appropriation is 
“reasonably certain” or “more likely to occur” and federal managers typically do not know 
until the last moment.  

Also, If the lease has a cancelation clause, but it is probable that the option years will be 
extended by the lessee as mentioned in Paragraph 14, should this be considered in effect 
a non-cancelable lease ? 

Q3.   The Board is proposing that at the beginning of the lease term, a lessee should recognize 
a lease liability and a property, plant, and equipment right-to-use lease asset (the lease 
asset), except for intragovernmental and short-term leases. The proposed lease 
recognition requirements are presented in paragraph 19. 

Do you agree or disagree with the proposed lessee recognition of a lease at the 
beginning of the lease term as presented in paragraph 19? Please provide the 
rationale for your answer. 

Agree.  Will provide greater transparency in federal financial reporting (specifically the 
balance sheet) and align FASAB guidance with FASB. 

Q4.   The Board is proposing that a lessee should measure the lease liability initially at the 
present value of payments to be made for the lease term. In addition, the measurement 
of the lease liability should include the several types of payments that might be required 
by a lease. The proposed lease liability measurement and recognition requirements are 
presented in paragraphs 21– 29 and further explained in paragraphs A20 – A21.  
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Do you agree or disagree with the proposed lessee measurement and recognition of 
the lease liability as presented in paragraphs 21 - 29 and further explained in 
paragraphs A20 – A21? Please provide the rationale for your answer. 

Agree.  Concur with the explanation provided in paragraphs A20-A21. 

Q5.   The Board is proposing that the future lease payments should be discounted using the 
rate the lessor charges the lessee, which may be the interest rate implicit in the lease. If 
the rate cannot be reasonably estimated by the lessee, the lessee’s incremental 
borrowing rate (the estimated rate that would be charged for borrowing the lease 
payment amounts for the lease term) should be used. The specific proposed requirement 
is presented in paragraph 23. 

a. Do you agree or disagree that the rate the lessor charges the lessee, which may be 
the interest rate implicit in the lease, should be used to measure the future lease 
payments as presented in paragraph 23? Please provide the rationale for your 
answers. 

Agree.  Determining the appropriate discount rate to use when measuring lease assets 
and liabilities is to find the rate that best reflects the interest rate embedded within the 
contract (that is, the rate the lessor charges the lessee). The lessee should discount 
lease payments at the rate the lessor charges the lessee (that is, the rate implicit in the 
lease) when that rate can be readily determined.   

b. Do you agree or disagree that the lessee’s incremental borrowing rate should be 
used to measure the future lease payments when the lessor rate cannot be 
reasonably estimated by the lessee as presented in paragraph 23? Please provide 
the rationale for your answers. 

Agree.  The lessee’s incremental borrowing rate is the best proxy or practical means of 
trying to reflect the rate the lessor charges the lessee when the implicit rate is not readily 
determined. 

Q6.   The Board is proposing that the lessee should remeasure the lease liability at subsequent 
financial reporting dates if certain changes have occurred and are expected to 
significantly affect the amount of the lease liability. The Board is also proposing that the 
lease asset should generally be adjusted by the same amount when the corresponding 
lease liability is remeasured based on those changes. Additionally, if the change reduces 
the carrying value of the lease asset to zero, any remaining amount should be reported in 
the flows statement as a gain. The proposed lessee requirements for remeasurement are 
presented in paragraphs 25 – 29, 33, and further explained in paragraph A19. 

a. Do you agree or disagree with the circumstances when the lessee must remeasure 
the lease liability as presented in paragraph 25? Please provide the rationale for 
your answer. 

      Agree.  Reassessments should be conducted if there are significant triggering events. 
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b. Would the requirements triggering remeasurement cause undue costs? Please 
provide the rationale for your answer. 

No.  However, the tasks associated with identifying, inputting and continuously    
monitoring key elements of the underlying calculations would require significant manual 
effort if the entity maintained a large number of leases and if an automated system 
solution was not available.  In these situations the costs could outweigh any potential 
benefits especially if the remeasurements were not material. 

c. Do you agree or disagree with the effect of the remeasurement on the carrying 
value of the lease asset as presented in paragraph 33 and further explained in 
paragraph A19? Please provide the rationale for your answer. 

Agree.  Concur with the explanation provided in paragraph A19. 

 

          Also, On Q6/paragraph 25 - Circumstances when the lessee must remeasure: What  

           does “significantly affect” equate to, I assume this is akin to significantly enhance? 

Q7.   The Board is proposing that a lessee should measure the lease asset initially as the sum 
of (1) the amount of the initial measurement of the lease liability, (2) lease payments 
made to the lessor at or before the beginning of the lease, less any lease incentives 
received from the lessor, and (3) initial direct costs that are ancillary charges necessary 
to place the lease asset into service. The proposed lessee lease asset measurement and 
recognition requirements are presented in paragraphs 30 – 34 and further explained in 
paragraph A22.  

Do you agree or disagree with the proposed lessee measurement and recognition 
of the lease asset as presented in paragraphs 30 - 34 and further explained in 
paragraph A22? Please provide the rationale for your answer. 

Agree.  Concur with the explanation provided in paragraph A22. 

Q8.   The Board is proposing that at the beginning of the lease term, a lessor should recognize 
a lease receivable and deferred revenue, except for intragovernmental and short-term 
leases. The proposed requirements for the measurement and recognition of the lessor 
lease receivable and deferred revenue are presented in paragraphs 36 – 48 and further 
explained in paragraphs A23 - A24. 

Do you agree or disagree with the proposed lessor measurement and recognition 
of the lease receivable and deferred revenue as presented in paragraphs 36 - 48 
and further explained in paragraphs A23 - A24? Please provide the rationale for 
your answer. 

Agree.  Concur with the explanation provided in paragraphs A23-A24. 
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Q9.   The Board is proposing to define a short-term lease as a lease that, at the beginning of 
the lease, has a maximum possible term under the contract/agreement of 24 months or 
less, including any options to extend, regardless of its probability of being exercised. The 
proposed requirements for the measurement and recognition of a short-term lease are 
presented in paragraphs 59 – 61 and further explained in paragraph A25. 

Do you agree or disagree with the proposed definition and measurement and 
recognition of a short-term lease as presented in paragraphs 59 - 61 and further 
explained in paragraph A25? Please provide the rationale for your answer. 

Agree.  FASAB assessed costs and benefits in relation to financial reporting (the cost 
constraint on useful financial reporting). 

Q10.   The Board is proposing to establish distinct standards for intragovernmental leases. An 
intragovernmental lease is a contract or agreement that conveys the right to use an asset 
(the underlying asset) for a period of time in exchange for consideration occurring within a 
consolidation entity or between two or more consolidation entities as defined under 
SFFAS 47, Reporting Entity. The proposed requirements for the measurement, 
recognition, and disclosure of intragovernmental leases are presented in paragraphs 75 – 
95 and further explained in paragraphs A26 - A29. 

Do you agree or disagree with the proposed definition, measurement, recognition, 
and disclosures of intragovernmental leases as presented in paragraphs 75 - 95 
and further explained in paragraphs A26 - A29? Please provide the rationale for 
your answer. 

Agree.  Concur with the explanation provided in paragraphs A26-A29. 

Q11.   The Board is proposing that leases unexpired at the beginning of the reporting period in 
which the standard is implemented be recognized and measured using the facts and 
circumstances that exist at the beginning of the reporting period. The proposed 
implementation requirements are presented in paragraphs 99 -100.  

Do you agree or disagree with the proposed prospective implementation approach 
as presented in paragraphs 99 - 100? Please provide the rationale for your answer. 

Agree.  Prefer prospective implementation versus retrospective.  This will provide time to 
gather data on existing leases and capture data on new leases to ensure a successful 
and orderly transition.   

Q12.   The Board is proposing that the requirements of this Statement be effective for reporting 
periods beginning after September 30, 2018. The proposed effective date is presented in 
paragraph 101. 

Do you agree or disagree with the proposed effective date as presented in 
paragraph 101? Please provide the rationale for your answer. 
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Agree.  However, the new standard will likely require changes to financial and acquisition 
systems and related controls.  New systems, controls and processes may be needed 
which will take time to obtain, develop, implement and test. 
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