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understanding what qualifies as a lease
There are a few considerations that help determine if a particular contract contains a lease:
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 POLICY ELECTIONS 
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Discount Rate 

An update made by the FASB in November 2021 makes it easier to comply with the new lease accounting 
standard.

Recognizing the need for additional flexibility on determining the discount rate, the FASB now allows a 
nonpublic company to elect using the risk-free rate by asset class. While this election and the asset 
classes to which it applies must be disclosed, this is an important and positive change.

Organizations can now take the extra time to calculate what is likely a higher collateralized borrowing 
rate for their largest dollar-value leases, such as office space. For lower-value assets, like vehicles or 
small equipment, the impact of using the more easy-to-determine risk-free rate is twofold: it saves time 
and the impact to the lease liability is likely far less material.
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