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LEASE ACCOUNTING CHANGES – WHAT IT MAY MEAN TO YOUR 
ORGANIZATION 

“One of my great ambitions before I die is to fly in an aircraft that 
is on an airline’s balance sheet.” 

This quote, from then-chairman of the International Accounting Standards Board (“IASB”) Sir 
David Tweedie,i encapsulates the goal of the joint effort by the IASB and the Financial 
Accounting Standards Board (“FASB”) to overhaul the financial accounting for leases – greater 
transparency in the accounting for leases. 

I. Overall Context. 

FASB’s efforts to address lease accounting is part of a much larger picture.  Presently most of 
the world uses what we know as the international accounting rules, formally known as the 
International Financial Reporting Standards (“IFRS”) developed by the International Accounting 
Standards Board (“IASB”) headquartered in London.  In the United States we use “generally 
accepted accounting standards”, commonly known as “GAAP”.  In the past there was a complex 
hierarchy for developing and changing GAAP, but as of September 15, 2009 the rules for GAAP 
were codified and future changes are to be made by FASB with the Securities and Exchange 
Commission able to override FASB decisions, at least with respect to public companies.  In 
addition as the world of finance and accounting has become more and more international, there 
has been an effort by FASB and IASB to try to harmonize GAAP and IFRS.  This is not an easy 
task as GAAP is rules based with intricate rules and IFRS is principals based with much less 
detailed guidance.  

In 2008 it appeared that some form of the international standards were going to be adopted, but 
that is no longer as clear and adoption of IFRS has still not been approved by the SEC.  In a staff 
paper issued in May of 2011 the staff suggested a convergence of GAAP and IFRS, maybe over 
5 to 7 years.  At the time this outline is being written the SEC has not formally approved any 
convergence of GAAP and IFRS.  Nevertheless FASB and IASB have devoted enormous efforts 
to trying to blend GAAP and IFRS to come up with one standard for all international accounting.  
Some of these areas, such as mergers, can be very complex.  Leasing was chosen by FASB and 
the IASB as one of the easier areas to reconcile - low hanging fruit in their view.  It has turned 
out to not be so easy.  In 2009 it was thought the leasing standards would be adopted by early 
2010.  In August of 2010 the two groups issued an exposure draft setting out the proposed 
standards.  In the Spring of 2011, in response to a fairly significant wave of comments, the two 
groups decided that these comments had to be addressed and material changes were made in a 
rather short time frame.  The scope of these changes was so great that they then decided to issue 
another exposure draft in August of 2011 so that all changes could be carefully considered.  As 
of late September there still was no second exposure draft and the date for adoption of the 
leasing rules has been significantly extended. 
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II. Impact on Lessees. 

 Current Rules for Lessees.  Under current accounting rules, leases fall into one of two 
categories.  The lease is either an operating lease or a capital or financing lease.  For operating 
leases, the lessee reports only the lease payments.  If the lease is a capital, or financing lease, the 
accounting is entirely different.  The present value of the future lease payments is recorded on 
the balance sheet as both a liability (representing the future payments) and as an asset (for the 
right to use the asset).  Today a lease is considered an operating lease generally unless (i) the 
lessee has ownership at lease termination, (ii) the lease term exceeds 75% of asset life, (iii) a 
bargain price purchase option for the lessee exists, or (iv) the present value of the lease payments 
exceeds 90% of the fair market value of the asset.  Virtually all leases today qualify for operating 
lease treatment.  

The FASB and IASB see several significant flaws with the existing system of lease accounting, 
including, that the assets and liabilities arising from operating leases are not reported in the 
financial statements and that economically similar transactions are being accounted for 
differently.   

 As Sir David explained when making his now often-quoted comment: 

Why aren’t aircraft shown [on the balance sheet]?  This is because aircraft are not normally 
leased for their entire live.  They are usually leased for only seven years; therefore, they fall into 
the operating lease category.  But ask the airline the following questions: 

• Q:  Can the airline escape from the lease?  

• A:  No, it is committed to annual payments over the next seven years. 

• Q:  Can the airline measure the amounts it has to pay over seven years?   

• A:  Yes, it is written into the lease contract. 

The definition of a liability is met.  The airline has an obligation from which it cannot escape and 
which can be measured reliably.  It should, therefore, show as a liability the present value of the 
payments that have to be made and on the other side the rights to the aircraft for the same period.  
These would not be trivial figures.  The leasing volume for the year of 2006 amounted to $634bn 
– and this was for only one year.  Most of it was off balance sheet.iiThe primary objective of the 
Boards is that the financial statements provide the users of financial statements with relevant 
information about rights and obligations that meeting the definition of assets and liabilities 
within the conceptual framework of financial accounting.  To this end, in 2009, the FASB and 
IASB released a discussion paper in which they set forth their preliminary views as to the 
changes that should be made to the accounting for lease transactions.  Over 290 comment letters 
were received.  Of those, the Boards reported that approximately one-half of the respondents 
supported the overall principles and objectives of the Boards while approximately one-third did 
not.  The remaining respondents did not express a view on the overall principles and 
approximately one-half of those respondents commented only on the provisions applicable to 
lessors.iii  On August 17, 2010, the Boards published for public comment an Exposure Draft: 
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Leases.  The comment period for the Exposure Draft ended on December 15, 2010.  The 
Exposure Draft would have made significant changes to the accounting for leases.   

 Scope.  Virtually all leases would appear on the balance sheet.  The definition of a lease 
would be similar to that in the current accounting guidance (in exchange for consideration, a 
party receives the right to use a specified asset for a period of time) with some clarifications.  
The Exposure Draft would clarify that a specified asset includes a physically distinct portion of a 
larger asset, such as a floor in a multi-story building, but would exclude a non-physically distinct 
portion of an asset, such as a percentage of the capacity of an asset.  Also excluded would have 
been contracts that allowed the lessor to substitute an asset without the lessee’s consent.  The 
Exposure Draft would require that lease and non-lease components, such as services, be 
accounted for separately.   

 The Impact on Lessees – The Original Exposure Draft.  From the lessee perspective, all 
leases would have to be accounted for by recognizing both a “right-of-use” asset and the 
corresponding liability for the present value of the future lease payments.  The initial 
measurement for these amounts would be based on estimates of the lease term and lease 
payments.  The lease term would be the longest possible term that is more likely than not to 
occur, taking into account the effect of any options to extend or terminate the lease.  The 
discount rate that would be used in the computation for a lessee would be the rate charged by the 
lessor, if available, or the lessee’s incremental borrowing rate.  The lessee also would include 
direct costs incurred and would deduct lease incentives.  Under the Exposure Draft, the lessee 
would amortize the right-of-use asset over the shorter of the lease term or the economic life of 
the asset.  The payments would be recorded as a reduction in the liability to make lease payments 
and as interest expense.  There would be no more rent expense in the financial statements.  
The right-of-use asset would be tested to determine if it had been impaired, and written off if it 
were, based on the standards that are applicable to intangible assets.  Reassessment of the lease 
term would be infrequent.  From a financial statement presentation perspective, the right-of-use 
asset would be presented separately from non-leased assets, but would be included within the 
property, plant and equipment section of the balance sheet.  The liability to make lease payments 
would be presented separately from other liabilities.  On the income statement side, amortization 
of the right-of-use asset would be presented separately from other amortization expense and 
interest expense from leases would be presented separately from other interest expense.  Cash 
flows arising from leases would have to be reported separately from other cash flows.  Under the 
Exposure Draft, substantial financial statement disclosures also would be required, including a 
description of how leases may affect the amount, timing, and uncertainty of the entity’s future 
cash flows.  In terms of scope, subleases, leases of non-core assets, and long-term leases of land 
would be within the scope of the new pronouncement.  Leases for the right to explore for or use 
minerals, oil, natural gas, and similar non-regenerative resources, leases of biological assets 
(such as timber) would be excluded for only US GAAP purposes and leases of service 
concession arrangements within the scope of IFRIC 12 would be excluded for IFRSs purposes 
only.  The transition rules provided in the Exposure Draft would apply to all leases.  In effect, 
there would be no grandfathering provision.  Below are two examples to illustrate the proposed 
lessee accounting: 
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Example 1:   

ABC leases office space from XYZ 
 
• Lease term - 10 years 
• Annual rent - $1,000,000 
• Useful life of building - 40 years 
• ABC incremental borrowing rate - 7.70% 
• ABC incremental borrowing rate - 7.70% 
• Today:  ABC expenses $1,000,000 per year 
• New rule:  ABC lease asset = present value of rent = 

$6,800,000 Liability increases by $6,800,000 
• 1st year - Depreciation of $680,000 

   Interest expense of $523,600 
• Operating lease 1st year cost - $1,000,000 
• Capitalized lease 1st year cost - $1,203,600 

 

 
 Example 2: 

ABC leases office space from XYZ 
 
• Lease terms - 2 years and 30 years 
• Annual rent - $1,000,000 
• ABC incremental borrowing rate - 7.70% 
• Operating lease 1st and 2nd year costs - $1,000,000 each 

year 
• Capitalized lease 1st and 2nd year costs 
 

 2 Yr Lease 30 Yr Lease 
Depreciation Yr 1 $   895,313 $   386,136 
Interest Yr 1 $   137,878 $   891,974 
Total Yr 1 $1,033,191 $1,278,110 
Total Yr 2 $   966,809 $1,248,377  

You will note that the new “capitalized” lease front loads costs even though the actual 
rent over the term is unchanged. 
 

III. Impact on Lessors.   

 Current Rule for Lessors.  If a lease is an operating lease, which virtually all are, then the 
lessor records rent revenue as a credit and a corresponding debit to either cash/rent receivable.  
The asset being leased remains on the lessor's books as an owned asset, and the lessor records 
depreciation expense over the life of the asset.  If the lease is a capital lease, the lease in a sense 
is treated as a sale of the asset to the lessee, and each payment is treated much like an installment 
sale payment.  Interest accrues on this obligation and is recorded on the financial statements of 
lessor.  There are presently two types of capital leases, direct financing leases and sale type 
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leases.  While this is beyond the scope of this paper, the lessor does not make a profit on a direct 
financing lease, but does on a sales type lease.  

 Original Exposure Draft.  The original exposure draft created a different analysis for the 
lessor.  At the time the lessor enters into a lease, the lessor under the exposure draft must 
determine whether the lease should be accounted for on a “performance recognition approach” or 
a “derecognition approach”.  While in some sense  it is similar to present practice where the 
lessor treats a operating lease as retaining the asset on its balance sheet and as a sale under a 
capitalized lease, it is materially different.  Now the test would be does the lessor retain 
significant risks and benefits with respect to the asset under the lease.  If the lessor retains risks, 
then it is treated under the performance recognition approach, and if not it is treated under the 
derecognition approach.  What are these risks to be analyzed?  Does the lessor have substantial 
obligations during the term of the lease, such as paying utilities, providing services?  Does the 
lessor have a need to rent the asset at the end of the lease term. 

 Performance Obligation or Derecognition Approach.  The impacts on a lessor of the lease 
are less complicated.  First the lessor needs to determine whether it is required to use the 
“performance obligation” or “derecognition” approach.  At the date the lease is entered into the 
lessor needs to determine if it has significant risks associated with the lease, either (i) during the 
term of the lease, or (ii) after the expected term of the lease by having the obligation to generate 
significant returns either by re-leasing or selling the underlying asset. 

If the lessor has no significant risks or benefits then it applies the derecognition approach and if 
it retains significant risks or benefits it applies the performance obligation approach.   

 Performance Obligation Approach.  If the lessor is to apply the performance obligation 
approach, it then will recognize in its financial statements a right to receive rental payments and 
a lease liability. 

On the balance sheet lessor shall recognize the right to receive rental payments and the 
obligation to provide the asset which shall consist of  (i) a lease receivable (asset) representing 
the right to receive lease payments, recorded at the present value of the probability weighted cash 
flows from the lessee over the expected term, using the rate implicit in the lease, and any direct 
costs incurred by the lessor. and (ii) an obligation to permit asset use (liability), which generally 
should be in an amount equal to the lease receivable.  See Exhibit _.    These items will be placed 
on the balance sheet at the time of commencement of the lease. 

On the income statement during the term of the lease, the lessor shall recognize the following 
items: 

interest income on the right to receive lease payments.  This income generally will be 
determined by imputing interest on the amortized value of the lease receivable at the 
imputed interest rate in the lease. 

lease income equal to the amortization of the lease receivable during that period.  This 
amortization should be in a rational manner, which is generally in a straight line over the 
lease term. 
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Derecognition Approach.  If the lessor is to apply the derecognition approach, it will then 
recognize in its financial statements the following: 

 On the balance sheet as of the lease commencement date: 

record a lease receivable and the residual interest in the underlying asset.  This could 
result in a recognition of a gain on the balance sheet of the lessor.  The lease receivable 
represents the right to receive lease payments, recorded at the present value of the 
probability weighted cash flows over the expected lease term, using the interest rate 
implicit in the lease;  

derecognize an amount generally equal to the value of the underlying asset multiplied by 
a fraction the numerator of which is the value of the lease payments, and the denominator 
is the fair value of the underlying asset; and  

record the residual value of the underlying asset. 

During the term of the lease the lessor shall recognize the following items on the income 
statement: 

interest on the lease receivable computed using the implied interest rate in the lease; and 

an amount equal to the lease payment less the interest income, which is applied to the 
lease receivable.  

 Tentative Decisions.  At a meeting on September 19 and 21, 2011, the Boards tentatively 
decided to change the lessor accounting to some extent, the scope of which will not be clear until 
the issuance of the new exposure draft, most likely in the first half of 2012.  In their most recent 
pronouncement of their decisions they decided that a lessor should apply a “receivable and 
residual” accounting approach including: 

• The lessor would recognize a right to receive lease payments and a residual asset 
at the date of the commencement of the lease. 

• The lessor would initially measure the right to receive lease payments at the sum 
of the present value of the lease payments, discounted using the rate the lessor 
charges the lessee. 

• The lessor would initially measure the residual asset as an allocation of the 
carrying amount of the underlying asset and would subsequently measure the 
residual asset by accreting it over the lease term using the rte the lessor charges 
the lessee. 

• If profit on the right-of-use asset transferred to the lessee is reasonably assured, 
the lessor would recognize the profit at the date of the commencement of the 
lease.  The profit would be measured as the difference between (a) the carrying 
amount of the underlying asset and (b) the sum of the initial measurement of the 
right to receive lease payments and the residual asset.  
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• If profit on the right -of-use asset transferred to the lessee is not reasonably 
assured, the lessor would recognize that profit over the lease term.  In that case 
the lessor would initially measure the residual asset as the difference between the 
carrying amount of the underlying asset ad the right to receive lease payments.  
The lessor would subsequently accrete the residual asset, using a constant rate of 
return, to an equivalent to the underlying asset’s carrying amount at the end of the 
lease term as if the underlying asset had been subject to depreciation. 

• If the right to receive lease payments is greater than the carrying amount of the 
underlying asset at the date of commencement of the lease, the lessor would 
recognize, as a minimum, the difference between the two amounts as a profit at 
that date. 

IV. Other Decisions 

 Redeliberation by the Boards.  The response to the original Exposure Draft was 
overwhelming – the Boards received almost 800 comment letters.  While there has been support 
for the Leasing Project as a general matter, commentators raised many concerns – as we say, the 
devil is in the details.  The Boards identified several key areas for further deliberation:  the 
definition of a lease and lease term, variable lease payments, income and expense recognition, 
and lessor accounting. 

 Definition of a Lease.  The Boards reaffirmed their original decision to apply a right-of-
use model to all lease arrangements, including subleases.  They did, however, tentatively decide 
to modify the definition of a lease.  Under current GAAP (ASC 840) and the original Exposure 
Draft, an arrangement would qualify as a lease if either the ability to direct the use of the asset or 
the right to receive the benefit from the use of the asset exists.  Further, the original Exposure 
Draft proposed a change to current GAAP by providing guidance to distinguish a lease from a 
purchase or sale of the underlying asset.   

 Tentative Decisions.  As a result of their redeliberations, the Boards tentative decision is 
that both the ability to direct the use of the asset and the right to receive the benefit from the use 
of the asset must exist.  Thus, some arrangements that currently qualify as a lease may fail to do 
so if the Boards ultimately adopt their tentative decision.  In addition, the Boards reversed course 
and rejected the idea of providing guidance to distinguish a lease from the sale or purchase of the 
underlying asset, thus making no change from existing GAAP.  For subleases, the Boards 
tentatively decided that a head lease and a sublease should be accounted for as separate 
transactions.  Where a party is a lessee in a head lease arrangement and is an intermediate lessor, 
that party should account for its assets and liabilities from the head lease as a lessee.  Where a 
party is a lessor in a sublease arrangement and intermediate lessor, that party should account for 
its arrangement as a lessor. 

 Lease versus Non-Lease Component.  Under current GAAP, the minimum lease 
payments do not include certain non-lease components, such as the cost of services or taxes.  The 
original Exposure Draft would have required that regular revenue recognition standards be 
applied too distinct service or non-lease components set forth in a lease.  If the services or non-
lease components were not distinct in the lease, the entire arrangement would have been 
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accounted for as a lease.  Most commentators expressed concern over applying lease accounting 
to the entire arrangement when the non-lease components were not specifically segregated within 
the lease.  

 Tentative Decision.  The Boards determined that it was appropriate to separately 
account for non-lease components and that if the purchase price of each component is 
observable, lessees would allocate the payments on the basis of the relative purchase 
prices of the individual components.  If the purchase price of some, but not all, of the 
components is observable, the lessee would allocate the payments on the basis of a 
residual methods.  If there are no observable purchase prices, the entire arrangement 
would be accounted for as a lease.  

 Lease Term.  Under current GAAP, the lease term is defined as the non-cancellable 
period together with any optional periods, when, at the inception of the lease, it is reasonably 
certain that the lessee will exercise the option.  The original Exposure Draft proposed a rather 
dramatic change to this definition.  It would have required that the lease term be the longest 
possible term that is more likely than not to occur.  Almost all of the commentators disagreed 
with the definition proposed in the original Exposure Draft.   

 Tentative Decision.  The Boards redeliberated this issue and determined that the lease 
term should be defined as the non-cancellable period, together with any option to extend or 
terminate the lease when there is a significant economic incentive for an entity to exercise an 
option to extend the lease, or for an entity not to exercise and option to terminate the lease.  This 
definition would generally shorten the lease term and the balance sheet amounts as compared to 
the proposal contained in the original Exposure Draft.   

 Variable Lease Payments and other Lease Payment Considerations.  Some leases contain 
payment terms that are variable.  For example, contingent rentals may be tied to price changes or 
changes in an external rate or index, such as LIBOR.  In the retail industry, the lease payment for 
retail property may be based on a specified percentage of sales made from that property.  The 
original Exposure Draft viewed the liability to pay contingent rentals as meeting the definition of 
a liability because those contingent rentals exist at the inception of the lease.  It proposed 
measuring variable lease payments using a probability-weighted estimate of the contingent 
rentals payable.  The comment letters expressed divergent views on this issue. 

 Tentative Decision.  The Boards reversed course considerably on this issue and 
tentatively decided that the balance sheet should reflect variable lease payments that are in-
substance fixed payments.  In addition, variable lease payments that depend on an index or rate 
also should be reflected on the balance sheet, and be reassessed using the index or rate at the end 
of each reporting period.  For true variable lease payments, the Boards determined that those 
payments should be subject to the same reliable measurement threshold as other lease payments.  
In practice, this would generally mean that those rentals would be recognized as they are 
incurred. 

 Short term Leases.  Under current GAAP, there are no special provisions for short-term 
leases.  The original Exposure Draft defined short term leases as those with a maximum possible 
least term of 12 months and provided that lessees could elect, on a lease-by-lease basis to record 
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the liability to make lease payments at the undiscounted amount of the lease payments and 
record the right-of-use asset at the undiscounted amount of the lease payments plus initial direct 
costs.  The lease payments would be recognized in the income statement over the lease term. 

 Tentative Decision.  Commentators expressed a number of different views, but uniformly 
supported a simplified approach for short-term leases.  The Boards tentatively decided that lessee 
do not have to recognize a lease asset or liability for short term leases.  The lease payments 
would be recognized in the income statement on a straight-line basis over the lease term, unless 
another basis is more representative.   

 Presentation and Disclosure.  The original Exposure Draft proposed that both quantitative 
and qualitative information be disclosed in the financial statements that identifies and explains 
the amounts recognized and describes how leases may affect the amount, timing, and uncertainty 
of the entity’s future cash flows.   

 Tentative Decision.  The Boards tentatively decided that the required disclosures should 
be extensive.  Lessees would be required to present a reconciliation of the opening and closing 
balance of right-of-use assets disaggregated by class of underlying asset; a similar reconciliation 
for the liability, but no disaggregation would be required; a maturity analysis of the undiscounted 
cash flows included in the liability; information about the principal terms of any lease that has 
not yet commenced if the lease creates significant rights and obligations for the lessee; all 
expenses, in disaggregated tabular format, related to leases; qualitative information to indicate if 
circumstances or expectations about short-term lease arrangements are present that would result 
in a material change to the expense in the next reporting period; the basis and terms upon which 
contingent rentals are determined; and the existence and terms of option, including renewal and 
termination, including a narrative disclosure about the options that were recognized as part of the 
right-of-use asset and those that were not.  While increased disclosures may be appropriate and 
helpful, a significant issue arises when extensive disclosures of management’s judgments are 
disclosed in the financial statements as opposed to being disclosed in MD&A.  Given the 
subjective and speculative nature of such disclosures, they should be subject to the safe harbor 
protections for forward-looking information.  The Boards have stated that they will provide 
further guidance on the requirement to disclose the basis and terms on which contingent rentals 
are determined.  This is a significant issue given the sensitive and competitive nature of this 
information.  Similarly, the Board’s tentative decision to require disclosure of the existence and 
terms of options, especially when options where there is a significant economic incentive for the 
lessee to extend the lease would be included in the lease term, is still potentially problematic, 
although much less so than when the Board’s proposal was to include options in the lease term 
when they are more likely than not to occur. 

 Expense Recognition.  Under existing GAAP, rent expense for an operating lease is 
recognized on a straight-line basis over the lease term.  For a capital lease, depreciation expense 
is recognized over the shorter of the lease term or the useful life of the asset.  Interest expense is 
recognized using the interest method.  The original Exposure Draft provided that for all leases, 
amortization expense of the right-to-use asset be over the shorter of the lease term or the 
economic life of the leased asset.  Interest expense would be recognized using the interest 
method.   
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 Tentative Decisions.  In April, the Board determined that finance leases should follow the 
Exposure Draft proposal, which would have the effect of front-loading expense recognition.  
Leases that were not finance leases would be able to recognition would be on a straight-line 
basis.  This was a welcome development that was widely supported.  In May 2011, however, the 
Boards reversed course and reversed their tentative decision.  Their new decision is consistent 
with the proposal put forth in the original Exposure Draft – the expense recognition for all leases 
would be front loaded.   

 Decision to Re-Expose.  On July 21, 2011, the Boards announced that they would re-
expose the proposed leasing standard.  The Boards recognized that many of the decisions made 
during their deliberations differed substantially from the proposals in the original Exposure 
Draft.  The Boards are expected to issue a revised Exposure Draft in the fourth quarter of 2011.   

V. How the Leasing Proposals Impact Corporate Legal Departments. 

 Renegotiation of Loan Covenants and Leases.  In light of the scope of the likely changes, 
leases and loan covenants will have to be reexamine to determine the impact of the proposals (if 
adopted).  This could lead to significant additional effort in renegotiating various provisions of 
loans and/or leases.  For example, key performance indicators will be impacted, such as return on 
assets, interest coverage ratios, EBITDA, debt/equity ratios, etc.  In addition, leases may be 
renegotiated to segregate non-lease components more clearly.  One significant initial activity that 
will have to take place is the identification of all leases that are within the scope of any new 
pronouncement.  This could be an extraordinarily complicated and labor intensive activity, that 
would require close cooperation between the legal department and other departments. 

 Lease versus Buy.  Some of the proposed changes could even impact the lease versus buy 
decision.  

 SEC Reporting Implications.  The current proposals, if adopted, would require 
significantly more judgments and estimates.  To the extent FASB and the IASB stick by their 
guns and require significant disclosures be shown in the financial statements, the forward-
looking statement protections afforded other, similar types of disclosures made in MD&A would 
not apply. 

 Information Gathering, Estimates and Judgments.  In order to make many of the 
estimates and judgments, input would be required from throughout the company.  The legal 
department also would likely be involved in interpreting the terms of the leases and in providing 
input as to the economic incentives related to renewals and options and the impact of those 
incentives on the likelihood that a lease would be renewed or an option exercised. 

 System Changes.  The need to capture and keep track of more extensive information will 
necessitate system changes.   

 Tax.  Any changes to lease accounting could have a direct impact on tax accounting.  
Close coordination between tax, accounting, and legal is essential so that the company does not 
find itself in the situation of having an unauthorized change in accounting method. 
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i Sir David Tweedie, in a speech delivered to the Empire Club of Canada, April 25, 2008, available at 
http://www.ifrs.org/News/Announcements+and+Speeches/Sir+David+Tweedie+addresses+the+Empire+Club+of+Canada.htm 
ii Id. 
iii FASB and IASB summary of comments letters received on the discussion paper Leases: Preliminary Views.  
available at http://www.fasb.org/cs/ContentServer?c=Document_C&pagename=FASB%2FDocument_C%2FDocumentPage&cid=1176156565147 


