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The upcoming changes to lease accounting
under FRS 102.

Associated implementation issues,
challenges, and opportunities.

Practical approaches to successfully
manage the transition.

Strategic insights and lessons learned from

previous implementations under IFRS
Accounting Standards.

Q&A
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FRS 102 Leases overview:
The basics

» The key purpose - achieving alignment with IFRS 16
Leases and other international accounting standards.

- Effective date: periods beginning on or after 1stJanuary
2026. Early application is permissible provided all
amendments are applied simultaneously.

+ Moves vast majority of leases on balance sheet (including
property).

«  Certain simplifications are introduced to streamline the
transition e.g., discount rates.

FRS 102 changes set to affect an estimated 3.4m
businesses in the UK and Republic of Ireland™

Source- FRC
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https://www.frc.org.uk/news-and-events/news/2024/03/frc-revises-uk-and-ireland-accounting-standards/

Why lease accounting had to change

ERS 16 / ASC « Toincrease transparency and
IAS 17 / ASC 840 / FRS 102 e accuracy i financial reporting.

« To more accurately reflect the

Finance Lease szgasg:g All Leases econom?c substance of lease
transactions.
A = « To improve financial reporting
SS€Es = al b consistency and comparability
BAN=J - : :
across different companies and
industries.
o ® ®
Liabilities ® ©® ®® 6 ®
® « To improve the effectiveness of lease
disclosures by focusing on the
Off balance REE o information that is most useful to
heet i
Shee OO Investors.

) JIRIS




FRS 102 Leases - readiness survey \

Q. What, if anything, do you consider being the most challenging aspects of implementing FRS 102 Leases?

\31% \31% ‘29% 28% 27% 26% 21% 22% 4%
b - - - N- \N- N - N - N- e-
Implementing  Technical Data collation, Ensuring Software Business Identifying Project No aspect
changes to accounting abstraction completeness  selection and and embedded management/  will be most
Processes, - and and validation  of the lease system operational leases resource challenging
controlsand  judgements population  implementation changes
accounting
policies
Q. What tools or systems, if any, do you plan to Q. Have you engaged and communicated with stakeholders
use to manage the FRS 102 lease accounting about the implications of the revised FRS 102 standard??
requirements?
I 54% M Lease accounting software (55% ‘34% M%
I  38% B In-house spreadsheets = - .-
We have begun Stakeholder  We have initiated
34% 3rd party spreadsheets to consider the implications  engagement with
. o o impacts, but have not yet stakeholders
20% Modifying existing tools (e.g., have notyet  been considered
ERP systems) communicated
3% Undecided with
naeciae stakeholders
0 50 100
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| Insights

Insights from
previous
implementation
projects

The key learnings

\
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The opportunities when

Large retailer: 5-year lease on a truck
entering 15t year, still paying full
rental ...... and truck was sold 5 years

prior !l

Major IT Outsourcing Company: 40 x
3-year leases with one lessor running

for 7 years

O

Compliance
with new

@ standards
=

Drive
Portfolio
Savings Im prove
Portfolio
Efficiency

Pro-active Lease
Management

<>

Increased Portfolio
Visibility

implementing FRS 102 leases

\

Waste Management Co: FLT Leases
now written centrally as opposed to at

depot level > 10% cheaper

Enhance
Processes

Identify
Data/System
Gaps

All 300+ Implementations

Logistics Company: thought they had
400 leases: Actual portfolio size - 2,500

JIRIS
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FRS 102 - implementation timeline

. . Solution Design new operatin
Establlsh lease caltlegprles & implementation, set Erocesses?for g Accounts disclosures
begin data collation up & training identifying and Accounts preparation

recording new leases -Discussed and

Review existing contracts to agreed with auditors

Amortisation schedule

identify leases & embedded Data upload ' and journal entries
leases Establish new process
architecture, controls,
Select accounting policies, governance, data
transition deci%f:,ns & General ledger standards & models Embed FRS 102, into processes, systems and BAU
judgments mapping procedures

Establish models for maintaining long term
compliance post-transition

Select system / solution
approach

Continued new contract review

Project management & governance | Stakeholder communication | Training & development | Auditor engagement

JIRIS



| FRS 102 leases - the countdown to change

4 common focus areas
Internal processes & Data
controls Requirements
[ ¢_I — T
O O O —_ 5
Lease m
Accounting \
Policies &
Procedures
System Reporting & L] ¢ J In-life changes /
General Ledger (GL) modifications
Output

10 |IIRIS
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Choosing the right approach and solution

Strategic consideration: In-house or outsourced?

11

Pros

Cons

In-house

Provides greater direct control
Work continuity

Improved team capabilities

Requires dedicated resources
Requires specialist lease accounting and
technical experience

Perceived lower cost
Training or a recruitment drive may be required

Pros

Cons

Outsourced

Benefit from a vendor’s technical experience
and knowledge

Vendor's can draw upon previous
knowledge from previous implementations
Expedite workloads

Can be more accessible and more
economical

Lacks direct control

Protracted feedback loops if unintended
obstacles arise

Potential issues caused by personnel changes

JIRIS




The arguments against spreadsheets for FRS 102

Pros

Familiar
Simplicity
Lower cost barriers
No additional hosting

Available / immediate

Cons

Dependent upon capabilities of builder/owner

Difficult to troubleshoot, navigate and review
Lacks the necessary controls
Vulnerable to changes and human errors
Absence of any audit trail

Appear cheaper, but require more maintenance

Reliant on manual processes

IN LIFE CHANGES / MODIFICATIONS AND PORTFOLIO MAINTENANCE IS COMPLEX

JIRIS



Automate compliance

Replace ineffective spreadsheets
and easily comply with the latest
lease accounting standards, IFRS
16 or FRS 102, this year and
every year.

Reduce
risk

Disclosure reports,
forecasting and even
detailed audits can be pulled
together quickly, easily and
with greater accuracy.

Transformational lease
accounting processes
that put you in total
control
across the entire life
cycle.

Enhance productivity
& In-built controls

Meticulously designed control
mechanisms and workflows that
simplify compliance and
support during ongoing post-
transition BAU scenarios.

Advantages of lease accounting technologies

Centralised lease data

Centralize and view your
entire lease portfolio in real-
time and maintain
compliance as your leases
change.

N

Automatically calculate
adjustments to the right-
of-use asset and lease
liability, and produce
general ledger postings
faster.

Guarantee accuracy

Proven technology that
delivers fast, accurate
disclosure and reporting, first
time every time.

+

@

Smarter strategic
leasing decisions

Efficiently identify and
manage portfolio
efficiencies and deliver
cost savings, helping to
align your leasing
program with corporate

objectives.
JIRIS
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FRS 102 Leases software - solution environnent

Flexible Integration

Asset Automated
Type/Class Upload

- Secure Cloud Crb _______ “

#» & B R @

Manual Upload

f
Equipment I Based .' |
- » Management » I |
System I I
o@yl_ I .|IRIS | General Ledger
. . ERP System
| Lease Accounting Solution ' y
Property @ I I
» Management » I [ w
System I Manual / upload file data input I ’
| , ORACLE
| Journal and disclosure reports I »
Fleet ) | | IEM
Management ./ » | Robust in-built controls & processes I ====
System o I I _
| Microsoft
.Dynamics
I
: |
|
I
|
|

A B %
4

» » Partitioned Data galculatipn Lease Audit
database validation reporting - gisclosures report
engine
\ /
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Across multiple industries
and a range of global
geographies.
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Ease of
implementation

As close to “plug and
play” as possible.
System implementation
is easy (other elements
of the project are more
complex!).

|
Why IRIS is well placed to help

",
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Proven track record
in delivering IFRS 16

We are proud to have a
100% audit success
rate,

0 failed implementations
and a 99+% customer
retention rate.

E

Practical leasing
experience

Over 30 years experience
helping lessees improve
the efficiency of lease
portfolios.

&

Certified software
solution

Our solution is audited to
ensure it meets ISO 9001,
ISO27001 and ISAE 3402
Assurance Report
(international equivalent
of SOC 1 type ii) criteria.

=

Leasing consultancy and
specialist lease service
provider with a history of
managing complex lease
portfolios for large
multinational
organisations.

+

@

Software built by
accountants

Our lease accounting
software is built and
designed by accountants
for accountants.

Eg

Outstanding
customer support
and service

Our expert support
minimises disruptions,
meeting 100% SLA over
the last 3 months and a

99.6% yearly average,
with regular feedback
sought from customers.

JIRIS



Key takeaways

Common focus areas: data, system reporting and
GLs requirements, internal processes and in life
changes

Spreadsheet based solutions are not always
practical for on-going reporting & management

Compliance can be painful but should also be an
opportunity

Aim for a simple system solution from a proven
supplier with trusted reputation
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Intelligent automation for
smarter lease accounting

SCAN ME

JIRIS
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