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Use the Help button if you have technical difficulties

NOTE: Sometimes changing browsers will allow more consistent 

performance  

Polls may pop-up during the breaks -- These will not be counted for CPE  

purposes

There will be one 10-minute break during the webcast

CPE & Breaks

Automated attendance polls will pop up during the webcast -- Please click to  

ensure you earn CPE for your participation
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Click the Resources button to download the presentation materials.

Many technical issues (buffering, silenced audio) can be resolved by 

refreshing your feed using the F5 key.

Use a wired internet connection and turn off your computer's Wi-Fi signal.  

Disable any pop-up blockers so that poll prompts will appear on your screen.

For a Better Webcast Experience

For optimal viewing speed, close all other applications, including Outlook.
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Today’s Presenter

Tom Groskopf is a nationally recognized authority on accounting and

auditing topics and recently named by Accounting Today as one of the

top 100 most influential people in accounting. Tom is service line

leader for Barnes, Dennig & Co., Ltd. A&A practice. He also serves as

Technical Director for the AICPA’s Center for Plain English Accounting,

a national A&A resource center. Tom is a founding member of the

Private Company Council and was the past representative from the

U.S.A. on the International Financial Reporting Standards' Small- and

Medium-sized Entity Implementation Group. Tom previously served

on the advisory-only FASB Private Company Financial Reporting

Committee, and he served a three-year term on the AICPA's Technical

Issues Committee.

@tomgroskopf
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Today’s Presenter
Mike Cheng
As a Partner in Frazier & Deeter’s Assurance and Advisory Practice, Mike Cheng

oversees the firm’s professional practices related to accounting and audit. As

part of this role, he specializes in assisting clients with complex accounting and

financial reporting issues.

Before joining the firm, Mike was a Senior Project Manager at the FASB. At the

FASB, he served as the Private Company Council (PCC) Coordinator.

Additionally, Mike led projects to simplify the accounting for non-employee

share-based payments, help shape the future of the FASB technical agenda and

improve consolidations guidance (VIE guidance). He also worked on the FASB’s

implementation team on revenue recognition (ASC 606) and lease accounting

(ASC 842).

Currently, Mike serves on the AICPA’s Technical Issues Committee (TIC) and

advises the FASB on leases implementation. Most recently, he participated in

the FASB Leases Roundtable. Mike is an incoming PCC member and will begin

his term in January 2023.
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Today’s Presenter

Bob Durak is the Director of A&A Technical Services and the CPEA. He

is the AICPA’s lead staff person on accounting and attest matters

affecting private companies. Bob also oversees the AICPA Technical

Hotline, and the PCPS Technical Issues Committee (TIC). Bob led the

AICPA’s development of the Financial Reporting Framework for SMEs

and was a staff member of the Blue Ribbon Panel on Standard Setting

for Private Companies.

Earlier in his career at the AICPA, Bob was the director of the

Accounting & Auditing Publications department, where he supervised

the development and publication of a wide portfolio of audit and

accounting guides, alerts, and practice aids.

Prior to joining the AICPA, Bob was an audit manager with Deloitte.
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General Disclaimer

The CPEA provides non-authoritative guidance

on accounting, auditing, attestation, compilation

and review standards. Please note that the

information in this presentation should not be

viewed as an official position of the AICPA.

Official AICPA positions are determined through

certain specific committee procedures, due

process and extensive deliberation. Application

of generally accepted accounting principles is the

responsibility of a company’s management.
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– Recently Issued Standards

– Lease Standard (FASB ASC 842) Q&A

Todays Agenda



Recently Issued Standards
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ASU 2022-04

• ASU 2021-04, Disclosure of Supplier Finance Program Obligations

• Issued September 2022

• Why was it issued?

– Enhance the transparency of supplier finance programs

• What does it do?

– Requires that a buyer in a supplier finance program disclose sufficient information 

about the program to allow a user of financial statements to understand the program’s 

nature, activity during the period, changes from period to period, and potential 

magnitude

– Buyer should disclose qualitative and quantitative information about its supplier 

finance programs
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ASU 2022-04 – Supplier Finance Program Example

Buyer

Confirms supplier invoices

Bank

Supplier 

Finance 

Platform
Pays an annual subscription fee and 

service fee for related support

Pays the stated amount of

invoices on the invoice maturity 

dates
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ASU 2022-04 – Supplier Finance Program Example

Buyer’s

Suppliers

Provides option to request early 

payment from Bank for invoices 

confirmed by Buyer
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ASU 2022-04 – Supplier Finance Program Example

• Buyer or Bank may terminate the agreement upon at least 90 days’ notice

• The agreement between Buyer with Bank does not require that Buyer provide assets 

pledged as security or other forms of guarantees for the supplier finance program

• Bank does not advise Buyer of the maximum size of the program

• Buyer does not determine the terms or conditions of the arrangement between Bank and 

Buyer’s suppliers

• Buyer does not participate in the transactions between its suppliers and Bank

• The supplier invoices that have been confirmed as valid under the program require 

payment in full within 90 days of the invoice date
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ASU 2022-04 – Supplier Finance Program

• These programs effectively allow suppliers to use the credit of their buyers and, 

particularly in cases where the buyer is substantially larger than the supplier, may allow 

the supplier to finance working capital at a lower rate of interest (as compared to the 

supplier’s own financing sources for working capital, such as a line of credit)

• Although not determinative, an indicator that an entity may have a supplier finance 

program is the commitment to pay a party other than the supplier for a confirmed 

invoice without offset, deduction, or any other defenses to payment
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ASU 2022-04 – Disclosures

• The key terms of the program, including:

– A description of the payment terms (including payment timing and basis for its 

determination)

– Assets pledged as security or other forms of guarantees provided for the committed 

payment to the finance provider or intermediary

The disclosures in ASU 2022-04 apply only to buyers
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ASU 2022-04 – Disclosures

• For the obligations that the buyer has confirmed as valid to the finance provider or 

intermediary:

– The amount outstanding that remains unpaid by the buyer as of the end of the annual 

period (the outstanding confirmed amount)

– A description of where those obligations are presented in the balance sheet

– A roll-forward of those obligations during the annual period, including the amount of 

obligations confirmed and the amount of obligations subsequently paid

• In each interim reporting period, the buyer should disclose the amount of obligations 

outstanding that the buyer has confirmed as valid to the finance provider or intermediary 

as of the end of the interim period
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ASU 2022-04 – Private Company Insights

• PCC informed the FASB that private companies rarely act as buyer parties in the programs

– Confirmed by comment letter respondents/Consistent with our CPEA experience

• However, the FASB learned that the amendments, including roll-forward information that 

is required annually, are likely to provide users with relevant information in those 

instances, even if they are rare

• FASB considered but decided not to defer effective dates for private companies noting 

that, for those private companies that do have programs, information about the 

programs would be decision useful for investors and other users

• Private companies may be a participant in these types of programs more frequently as a 

supplier, especially as interest rates continue to rise
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ASU 2022-04: Effective Date & Transition

PBEs All Others
Transition 

Method

Early 

Adoption 

Permitted?

Fiscal years beginning after: 12/15/2022* 12/15/2022* Retrospectively** Yes

*Except for the amendment on roll-forward information, which is effective for fiscal years 

beginning after December 15, 2023

**Except for the amendment on roll-forward information, which should be applied 

prospectively

During the fiscal year of adoption, the information on the key 

terms of the programs and the balance sheet presentation of the 

program obligations, which are annual disclosure requirements, 

should be disclosed in each interim period



Leases (FASB ASC 842)
CPEA Member Questions



An entity has a lease with a related party that continues until 

terminated. There are no renewal or purchase options. The lease 

is undocumented. 

How do you determine the lease term and accounting treatment 

for such an open-ended arrangement? What considerations are 

there?

What if unamortized leasehold improvements (LHI) are 

material?



21 Center for Plain English Accounting ©2022

• Applicable to private companies-

– For determination of whether a lease exists and, if so, the classification and accounting for that 

lease use written terms and conditions. If no written terms and conditions exist, apply FASB 

ASC 842 on the basis of the legally enforceable terms and conditions of the arrangement

• Applicable to all entities-

– Amortize leasehold improvements over the economic life of the improvements as long as the 

lessee continues to use the underlying asset. If the lessor obtained the underlying asset 

through a lease with an entity not under common control, the economic life over which the 

leasehold improvements are amortized by the lessee should not exceed the lease term 

associated with the lessor’s lease with the entity not under common control.

– Account for any remaining leasehold improvements as a transfer between entities under 

common control if, and when, the lessee ceases using the underlying asset.

Related Party Leases – FASB Tentative Board Decisions 9/21/22
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Related Party Leases

• Best Practice for Related Party Leases

• Under Existing Guidance

– Explicit (written) lease terms that approximate economic substance are 

likely to avoid legal consultation

– Otherwise, legal consultation is possible and judgment as to application of 

FASB ASC 842-10-55-12 will be needed

• Under Proposed Guidance

– Written lease terms will avoid legal consultation

– No consideration of implicit or oral terms or legal enforceability will be 

necessary



Can an entity adopt capitalization thresholds below which lease assets and lease 
liabilities are not recognized?



An office lease with an unrelated party is currently 

operating as a month-to-month lease. 

How does the lessor's ability to terminate with 60 days 

notice affect lease term determination? 



A consolidated reporting entity has leases among related 

parties in the group (lessee and lessor). The consolidated 

financial statements include supplemental consolidating 

financial information. The auditor is engaged to report on 

the supplementary information (that the supplementary 

information is fairly stated, in all material respects, in 

relation to the financial statements as a whole.)

How is this handled if FASB ASC 842 is not adopted, but 

any right-of-use assets and lease liabilities would 

eliminate in consolidation?



Recent CPEA Report - Supplemental & Other Information



If our clients decide not to follow the new lease standard, can 

we still issue GAAP-basis financial statements with a GAAP 

departure paragraph in the auditor’s report?



How do below market lease payments affect the calculation of the right-of-use 
asset? 



An entity has a long-standing month-to-month lease for 

their production facility. The lessor is not a related party 

and there are minimal leasehold improvements. 

The lease was classified as an operating lease under FASB 

ASC 840 and will continue to be classified as an 

operating lease because the package of practical 

expedients under 842-10-65-1(f) has been elected.

Is recording as an operating lease and leaving it off the 

balance sheet appropriate?



Would an entity, adopting FASB ASC 842 effective January 01, 

2022, use the risk-free rate at the date of adoption of FASB ASC 

842 or the date of the lease commencement?



On a January 1, 2022 transition date to FASB ASC 842, for leases that originally had 
multiple year terms and now have less than a year to go, how do they get handled 
at transition?



Is the election to use the risk-free rate to discount leases 

under FASB ASC 842 made at the reporting entity 

(consolidated) or legal entity (subsidiary) level?



In the event of a lease where both the lessee and lessor can 

terminate the agreement without permission from the other 

party and without a significant penalty, is the lease not 

enforceable and FASB ASC 842 would not apply?

What disclosures would be required?

How should “leasehold improvements” be accounted for?



How do we handle 99-year ground leases under FASB 

ASC 842? 

Are they within the scope of the new standard. 

If so, how does one determine a discount rate?



An entity has an agreement with its parent to pay a 

monthly fee for various expenses including office space, 

payroll, supplies, etc. Would the portion of the 

agreement related to the parent’s leased office space 

need to be separated and recorded as a right of use asset 

and lease liability?



How does FASB ASC 842 impact the preparation of OCBOA (special purpose 
framework) financial statements, like tax-basis?



In  a related party lease, the lease term is 1 year and includes an 

automatic renewal unless either party gives notice of 

termination at least 30 days prior to expiration. The lessee 

guarantees the debt of the lessor, which is the mortgage on the 

rental property. How do you determine the lease term? 

For determining the ROU asset at application, absent any 

language in the lease agreement regarding rent increases, 

would you assume minimum lease payments based on current 

rates? 

.



Regarding existing leasehold improvements (LHI), should 

the previous LHI amortization periods using FASB ASC 

840 be conformed to the remaining lease term used for 

measuring the lease liability in transition to FASB ASC 

842?



If the short-term lease exception is adopted for an 

entity’s leases (and as a result, right-of-use assets and 

lease liabilities are not recognized), are any disclosures 

required under FASB ASC 842?



Recent CPEA Reports on FASB ASC 842



Recent CPEA Reports on FASB ASC 842
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Extensive CPEA Resources on Implementing FASB ASC 842

• Focused on private companies and 

NFPs

• Approximately 20 reports – and 

counting

• In depth coverage on webcasts

• 8-hour and 4-hour customized 

training sessions for firms



Questions from 

Today’s Attendees
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Thank You for Attending and Don’t Forget Your Certificate!

• Submit any final questions to the Q&A or, if you prefer a 

written response, please use the technical inquiry submission 

form on the CPEA website

• To obtain your CPE certificate, click-on the CPE icon/widget 

at the bottom of your screen 
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Group Certificates!

• If you are participating as a group and cannot obtain your 

CPE certificate by clicking-on the CPE icon/widget at the 

bottom of your screen, your group admin can obtain your 

group’s CPE certificates by following the prompts indicated 

on the CPE icon/widget

• If you have any questions, please email us at cpea@aicpa.org
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Thank you
All icons included within this presentation made by Freepik from www.flaticon.com
Center for Plain English Accounting ©2021

All icons included within this presentation made by Freepik from www.flaticon.com


