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INTRODUCTIONS
Swenson Advisors, LLP (Swenson) is a full
service accounting, tax, and consulting
firm. Since 1998, the Firm has provided
comprehensive services to middle-market
public and private companies, as well
as high net worth individuals throughout
Southern California.
The Firm services a variety of industries
including technology, real estate,
manufacturing, distributing, biotechnology,
and non-profits.
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INTRODUCTIONS
Md7 is a turnkey site development and real
estate management company serving the
telecommunications industry since 2003.
Md7 is an invaluable partner to wireless
companies offering deep industry expertise,
integrity, technical know-how and innovative
solutions. We help wireless operators manage
their cell site leases, landlord relationships and
all their real estate-related issues. With offices in
the US and Europe, we are uniquely positioned to
expertly manage any and every lease portfolio.
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INTRODUCTIONS
For more than 30 years, Cresa has served as
an objective, stable business partner to San
Diego-area commercial occupiers. We partner
with our clients help them align their business
plans and their real estate needs, increase their
productivity, and consistently save them money.
Our experienced team of real estate advisors,
project managers, strategic planners, analysts,
and space planners listen to occupiers’needs,
meticulously research market conditions, firmly
negotiate terms, and manage the design and
construction of projects to customize the best
possible occupancy solutions.
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ASC §842 IMPLEMENTATION
Pre–01.01.20:

Timeline

Post–01.01.20:

Applied the Practical Expedients
vs. Restatement of Prior Years:

Review All New and Amended
Leases for:

• Does arrangement contain a lease?
• No lease classification assessment as to
finance vs. operating
• No recognition of initial direct costs
• No applicable of hindsight events
• Non-recognition of lease 12 months
or less
• Maintain current accounting for
easements

• Lease classification as to finance vs.
operating (5 criteria)
• Contracts that contain a lease (5
criteria)
• Assessment of material direct costs
• Associated non lease cost
assessment
• New SOX controls/footnote
disclosures/continuous updating of
leases data base for changes
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CASE STUDY: ASC §842 IMPLEMENTATION

!

Risks

Associated
with ASC §842
Implementation

1.
2.
3.
4.
5.
6.
7.
8.

Data Collection/Incorrect Data Inputs
Document Management and Completeness
Misapplication of Topic §842
Misapplication of the Practical Expedients
Lease Classification
Contracts Do or Do Not Contain a Lease
Machine Learning Risk
Rollup of Data to Lease Accounting Footnote Disclosure
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Lease Accounting Key Findings

40%
Almost

•

Approximately 40% of private companies surveyed are
behind schedule or have not started their ASC 842 project – a
concerning metric as the first implementation deadlines are quickly
approaching.

•

12% indicated that they had already completed the
project. Those that have completed include private companies
who are planning IPOs in the near future or are in the process
of being acquired by a public company. There are also some
privately held companies that have registered securities or are SEC
filers and so must follow the deadlines for public companies.

•

The remaining 48% of private companies surveyed
indicated that they were on schedule or ahead of
schedule. However, some of these companies may be
underestimating the work effort remaining before Day One
compliance much like their company counterparts did.

of Private Companies

Have not
Started

The ASC §842 Project

Source: lease accelerator – Lease Accounting Progress Report 2019

10

Lease Accounting Key Findings

75%

Find Leasing Project

More or
As Complex

as Revenue Recognition

•

Overall, 55% of private companies are finding the
lease accounting implementation to be more
complex than anticipated. The top implementation
challenge cited by more than 40% of respondents was
identifying the population of leases and abstracting the
data needed for the accounting calculations.

•

Other top challenges cited included modifying
existing business processes, project managing
the enterprise-wide work effort, and applying new
accounting policies.

•

Compared to the revenue recognition accounting
standard (ASC 606), 75% are inding the new leasing
standard to be just as much effort or more effort.

Source: lease accelerator – Lease Accounting Progress Report 2019
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Lease Accounting recommendations

Many

•

Approximately 50% of private companies indicated that they
were either ahead of schedule or on schedule with their
lease accounting projects. A similar optimistic sentiment was
offered by last year’s survey respondents with 60% of public and
private companies indicating they were ahead of or on schedule.

•

However, at the time of the publication of this study, hundreds
of publicly traded companies are closing the books on their first
quarter reporting under ASC 842. Very few of these public
companies are indicating that the project is anywhere
near complete even though they are a few months past
the implementation deadline.  Most are indicating that a
concerted effort will continue to be required through most of 2019.

•

Private companies should not underestimate the level of
complexity that will be required prior to transition and in the first
year after adoption.

Private Companies are

Underestimating
the

Complexity
Associated with
Implementation

Source: lease accelerator – Lease Accounting Progress Report 2019
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Lease Accounting Solutions
(May 2019)

Real Estate Leases

Accounting Firms

Software

*

*

AI/Technology & Legal

*

San Diego
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Cresa Global
80 Offices
1,000 Professionals

8

8

50 Professionals

Topic 842
*Members of Integra International
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8

8 Offices

300 Global
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Md
7
Overview
Accountlease.COM
•

Established in 2003

•

Md7 is a global leader in wireless
network property services specializing
in Telecomm Real Estate, Site
Acquisition, Lease Administration,
Analytics and Project Management

•

Executed on contracts in US:
• Top Wireless Service Providers, Tower
Companies, Fiber infrastructure
providers as well as Network Equipment
Manufacturers and Integrators

•

European Offices in Dublin &
Maastricht Supporting:

• 11 Service Providers across 12
countries
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Our Experience
15+ years of
experience in
telecom industry

Handled over
150,00 leases

Executed lease and
amendments in 18
countries
(incl. USA & Canada)

Worked with 31
operators

...on 5 continents

Interfaced with
more than 100,00
landlords

...in 12 different
languages

Delivered over
$1B in term
savings

Abstracted and
analyzed over
75,000 leases

Construction Management…

Audits & Abstracts…

Site Acquisition… Lease Optimization…

Lease Administration & Landlord Management…
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?

What is

AI
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Buzzwords: What Do They Mean?
Artificial Intelligence:
Machine Learning:
The study of algorithms and
statistical models that computer
systems use to effectively perform
a specific task without using explicit
instructions.  With machine learning,
a computer program is said to learn
from experience (E) with respect to
a task (T) and some performance
measure (P), if its performance on
T, as measured by P, improves with
experience E.

A field of computer science that pertains to any
device that perceives its environment and takes
actions that maximize its chance of successfully
achieving its goals. Essentially, this is describing
machines that mimic “cognitive” functions associated

Natural Language Processing:
A field of computer science, artificial intelligence,
and computational linguistics concerned with
the interactions between computers and human
(natural) language.
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Contract Analyzer
How is

Using this
technology?

• Leverages Machine
Learning and Natural
Language Processing
• Increase in accuracy over
human abstraction
• 30%-90% time savings
• Self-training by non-tech
professionals to extract
custom terms
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Case Study: ASC §842 Implementation
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Case Study: ASC §842 Implementation
Purpose:
Advise Client
on, and assist
with, the
implementation
of the new ASC
§842 regulations
related to lease
accounting as
they pertain to
Client’s potential
lease documents

Scope:
Review all real estate agreements (~8,000) expiring in 2019 to:
• Make a lease/non-lease determination applying the new ASC §842 standards.
• Make a finance/operating lease determination applying the new ASC §842
standards.

Consult with Client to develop the processes and procedures
necessary for:
• The initial determinations related to the agreements renewing in 2019.
• The ongoing assessment of all agreements that are renewing by amendment, or
newly executed.
• Developing and implementing the appropriate key controls to meet the
requirements of SOX 404 and to help facilitate Client’s Auditor assessment as to
design and effectiveness of key controls under SOX 404.
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Case Study: Md7 Contract Analyzer
How We Are Conducting the Assessment
Function Within This Program
1. Md7 trains natural language
based processing machine
learning algorithms using
AT&T agreements to locate
language necessary for
making lease/non-lease
determinations.
2. Algorithms are then
implemented and tested for
accuracy and completeness.
Once they have achieved
certain accuracy levels, they
are implemented.

3. The machine’s “work” is put through
a quality control review as part of the
assessment process by the person making
the lease/non-lease determination, and a
separate / subsequent quality control review
of the actual lease/non-lease determination.
4. Machine learning is being leveraged to
locate the following information in the
agreements being reviewed by Md7
• Identified asset
• Right to control the use of and obtain
substantially all of the economic benefit from
the asset
• Substitution Rights

• Trained using telecom leases
for the abstraction of telecom
leases.
• Pre-trained rules and provisions
are specific to telecom leases.
• Trained by LAWYERS with over
20 years combined experience in
telecom.

• Trained to INTERPRET
telecom lease language,
not just locate it.
• Tested/proven accuracy
in abstracting telecom
leases for major wireless
operators.
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Ask

The panelists
23

Stump
The panelists
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