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Financial services encompass hedge funds, private equity (PE) firms, 
investment organizations, retirement companies, and many more. This 
industry is no stranger to scrutiny—watched by analysts, economists, and 
investors as a forerunner of the economy and how the flow of capital is faring.  

The dynamics between PE firms and current or target portfolio companies 
are heavily impacted by the new lease accounting standards. Investors are 
largely metric-driven, and financial metrics using balance sheet elements will 
be grossly affected by the increases. And because lease obligations have 
typically been the largest off-balance sheet liability, lessees will be looking for 
the financial effect of recording them accurately, while PE firms may make 
strategic changes to their investment analysis approaches moving forward. 

Overall, though the new rules won’t necessarily change how the financial 
service sector makes loan or leasing decisions, they still have a major impact 
on how those decisions are appearing on the balance sheet. Just as before, 
the underlying fundamentals of the industry still remain unchanged, making 
communication with key stakeholders critical to ensure stability. 

Restaurants
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Unfortunately, restaurants were one of the industries hit hardest by the 
pandemic. Mass restaurant closures were seen across the 
country—100,000+ according to the National Restaurant Association. 
However, as businesses begin to slowly reopen, the industry is still 
expecting consolidation in various areas. The good news is consolidation 
doesn’t necessarily mean another round of closures. Instead, restaurants 
are finding imaginative ways to operate including the rise of ghost 
kitchens (kitchen-only restaurants to support delivery and take-out), new 
equipment to ensure certain health and safety protocols are met, new 
options for delivery services, and more. 

As equipment leasing trends and reimagined kitchen spaces are on the 
rise in this new era of restaurant operation, so are the leases added to the 
balance sheet. And while health and safety compliance measures with 
state and local rules will remain a top priority for restaurants to operate 
under their new normal, balance sheet accuracy is critical. Having a better 
understanding of their lease portfolios significantly helps lessees during 
the renegotiation process. The lease accounting rule change, paired with 
updated COVID-19 protocols, may be an even heavier prompt for 
operators to reconsider lease vs. buy decisions moving forward.
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With the pandemic changing the market for 2021 and beyond, 
businesses have a higher demand for professional services - from 
ESG (environmental, social governance) consulting to digital 
transformation services. These types of services are in place to give 
companies the resources and guidance necessary to continue 
adapting and rethink their future. 

As businesses realize how much of professional services can be done 
remotely, the outlook for the future of leasing workplace category 
extremes like campus-style offices or WeWork-esque rentals is on 
the rise. While there’s no doubt more professionals will continue to 
work remotely, the professional service industry must also consider 
the impact on their space requirements as the necessity for business 
travel changes. As this industry moves forward, the types of leases 
may change or even increase, making lease centralization and 
visibility even more essential. 

With travel bans in full force and commutes coming to a halt during 
much of 2020, oil prices plunged and supply surged during the spring 
and summer months. However, infrastructure needs remain even in 
times of volatile demand. And with a slow return back to business and 
travel, in addition to expected investment in infrastructure at federal 
and state levels, the oil and gas and energy industries have begun to see 
a resurgence in demand and growth during the latter half of 2020 and 
will continue throughout 2021.

Compliance challenges, however, will remain as the industry contends 
with volatility abroad, the push toward renewables, and digitization—all 
of which are changing demand and decision making. Potential new 
challenges for the energy sector’s balance sheets will include things like 
easements and taking new, money-saving contracts like solar farms into 
account. Many of these new contracts will likely include more 
embedded leases, confirming the importance of balance sheet scrutiny. 
Overall, as energy industry businesses continue to alter their long-term 
strategy for a greener world in the wake of a pandemic and an economic 
crisis, lease arrangements will continue to be a major focus.  

Energy
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About the Lease Liabilities Index

LeaseQuery’s Lease Liabilities Index is an 
annual analysis of more than 950 public, 
private, and nonprofit organizations’ 
financial statements as they implement 
the new lease accounting standards. The 
index is designed as a benchmarking 
resource to help companies assess and 
communicate changes to their 
stakeholders.

It is clear with every day of delay companies risk 
leaving dollars on the table or critical business 
insights hidden across the organization. 

While the first steps remain a thorough 
understanding of the new standards and 
building a comprehensive inventory of your 
leases, companies need to consider the 
expected end game now. Communicating these 
significant changes to stakeholders—including 
internal leadership teams, board members, 
investors—is a must as your transition plan 
comes to fruition.

For guidance on your transition journey, contact the 
lease accounting experts at LeaseQuery.

About LeaseQuery

LeaseQuery helps more than 10,000 
accountants and finance professionals 
eliminate lease accounting errors through 
its accountant-approved lease accounting 
software. It is the first lease accounting 
software built by accountants for 
accountants. By providing specialized 
consulting services in addition to its 
software solution, LeaseQuery facilitates 
compliance with the most comprehensive 
regulatory reform in 40 years for 
businesses across all sectors.
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THE POST-TRANSITION 
PROMISE LAND


