Accounting for Leases
Guidance Statement 
Guidance outlines the accounting procedures for the recording and reporting of leases and for the recording of installment purchase contracts. 
Note: FASB 13 will be replaced by GASB 87 effective 7/1/2020 and reflected in Financial Statements for 6/30/2021. 
            The change will establish a single model for lease accounting. Content in this page is in the process for being 
[bookmark: _GoBack]            updated. 

Definitions
Capital Lease: All leases meeting the capital lease criteria must be capitalized.
Operating Lease: Any lease not meeting the capital lease criteria is considered to be an operating lease.

Overview: 
1. The UC Davis Real Estate Services leasing team is responsible for transactions that involve use of University and Non-University property by either internal departments or external entities.   Working closely with Capital and Space Planning, the leasing team at Real Estate Services also assists departments with moving into new spaces. Refer to Real Estate Services webpage at https://realestateservices.ucdavis.edu/leasing for further details.
2. Capital Asset Accounting- reviews the purchase order documents and confirms it meets the requirements to be accounted for as a capital lease.  CAA coordinates with Equipment Management to establish the asset record.  CAA processes the payment request documents in KFS to ensure proper classification.

Procedures:  
3. Process lease agreement through diagram to determine if elements of capital lease are met: 
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4. Recording of lease activity using the appropriate object code: 
· Capital Lease
	Moveable equipment
	Obj 5330 (principal) / 5331 (interest)

	Nonmoveable equipment
	Obj 5130 (principal) / 5131 (interest)

	Noncapital expense
	Obj 5601 (principal) / 5602 (interest)


· Operating Lease
	Rental of equipment, 1 year or less
	Obj 5300

	Rental of equipment, more than 1 year
	Obj 5321

	Rental of space, 1 year or less
	Obj 5100

	Rental of space, more than 1 year
	Obj 5121




References/Link

Governmental/Accounting Standards Board Statements: 
· Financial Accounting Standards Board (FASB) Statement No. 13, Accounting for Leases

UCOP Policy
· AM-L217-11- Accounting and Reporting for Leases and Installment Purchases Contracts
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EXHIBIT A  DIAGRAM FOR REQUIRED ELEMENTS OF A CAPITAL LEASE
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|t UC Davis, threshold has been lowered from $100,000 to $5,000

section 1VA2) of the manual 1-217-11, a lease is considered non-cancelable if it ceases to be in force only upon:

b1. Occurrence of some remote contingency

b2. Permission of the lessor

b3. Lessee entered into a new lease with the same lessor

b4 Payment by the lessee of 3 penalty.

In discussions with Contracting Services (CS), terms and conditions about cancelable activity is unusually defined under
clause #5 to attachment #1 of the lease agreement. CS states that current UC lease terms are almost never non-cancelable.

in discussions with Contracting Services (CS),terms and conditions about transfer of ownership is unusually defined under

clause #10 to attachment #1of the lease agreement.

10.

ure all of its obligations hereunder, Lessee hereby grants
to Lessor and its assigns a security interest constituting a first lien on the Equipment, including all
repairs, replacements or modifications thereto and proceeds thereof. Lessee agrees to execute
the documents necessary to evidence such security interest. Upon termination of the Lease Term

through exercise of Lessee's option to purchase pursuant to Section 15, through payment by Lessee
of all Lease Payments and other amounts due hereunder, or through repayment of all Advances
pursuant to Section 7, Lessor's security interest in the Equipment shall terminate, and Lessor shall
execute and deliver to Lessee such documents as Lessee may request to evidence the termination
of Lessor's security or other interest in the Equipment. Upon termination of the Lease Term
pursuant to Sections 5 or 20, pursuant to written notice and instructions given by Lessor to Lessee,
full and unencumbered legal title to all the Equipment shall pass to Lessor, and Lessee shall have
no further interest in the Equipment. In such event, Lessee shall execute and deliver to Lessor
such documents as Lessor may request to evidence the passage of legal title to the Equipment to
Lessor.
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EXHIBIT E

SCHEDULE OF PAYMENTS

Lessee will make the following Lease Payments each consisting of Principal and Interest as set fort]
following schedule:

Interest Rate: 2.249% Accruing from December 1, 2014

ipal _Interest Purchase Price Option*

Date Total Payment Pri
12/12014 340,678.97
12/1/2015 72,801.06 65,139.19 7,661.87 275,539.78
12/12016 72,801.06 66,604.17 6,196.89 208,935.60
12/12017 72,801.06 68,102.10 4,698.96 140,833.50
12/12018 72,801.06 69,633.72 3,167.35 71,199.78

12/1/2019 72,801.06 71,199.78 1,601.28 0.00
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