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Mortgage	Rates	Refinance	Rates	Home	Equity	Rates	Lease	Amortization	Schedule	is	used	to	calculate	the	monthly	lease	payments,	principal,	interest,	and	total	lease	payments	throughout	the	term	of	the	lease.	Month	#	Starting	Balance	Interest	Paid	Principal	Paid	Total	Payment	Ending	Balance	1	$861,263.54	$5,024.04	$4,975.96	$10,000.00
$856,287.58	2	$856,287.58	$4,995.01	$5,004.99	$10,000.00	$851,282.59	3	$851,282.59	$4,965.82	$5,034.18	$10,000.00	$846,248.40	4	$846,248.40	$4,936.45	$5,063.55	$10,000.00	$841,184.85	5	$841,184.85	$4,906.91	$5,093.09	$10,000.00	$836,091.77	6	$836,091.77	$4,877.20	$5,122.80	$10,000.00	$830,968.97	7	$830,968.97	$4,847.32
$5,152.68	$10,000.00	$825,816.29	8	$825,816.29	$4,817.26	$5,182.74	$10,000.00	$820,633.55	9	$820,633.55	$4,787.03	$5,212.97	$10,000.00	$815,420.58	10	$815,420.58	$4,756.62	$5,243.38	$10,000.00	$810,177.20	11	$810,177.20	$4,726.03	$5,273.97	$10,000.00	$804,903.23	12	$804,903.23	$4,695.27	$5,304.73	$10,000.00	$799,598.50	13
$799,598.50	$4,664.32	$5,335.68	$10,000.00	$794,262.82	14	$794,262.82	$4,633.20	$5,366.80	$10,000.00	$788,896.02	15	$788,896.02	$4,601.89	$5,398.11	$10,000.00	$783,497.92	16	$783,497.92	$4,570.40	$5,429.60	$10,000.00	$778,068.32	17	$778,068.32	$4,538.73	$5,461.27	$10,000.00	$772,607.05	18	$772,607.05	$4,506.87	$5,493.13
$10,000.00	$767,113.93	19	$767,113.93	$4,474.83	$5,525.17	$10,000.00	$761,588.76	20	$761,588.76	$4,442.60	$5,557.40	$10,000.00	$756,031.36	21	$756,031.36	$4,410.18	$5,589.82	$10,000.00	$750,441.54	22	$750,441.54	$4,377.58	$5,622.42	$10,000.00	$744,819.12	23	$744,819.12	$4,344.78	$5,655.22	$10,000.00	$739,163.90	24
$739,163.90	$4,311.79	$5,688.21	$10,000.00	$733,475.69	25	$733,475.69	$4,278.61	$5,721.39	$10,000.00	$727,754.30	26	$727,754.30	$4,245.23	$5,754.77	$10,000.00	$721,999.53	27	$721,999.53	$4,211.66	$5,788.34	$10,000.00	$716,211.19	28	$716,211.19	$4,177.90	$5,822.10	$10,000.00	$710,389.09	29	$710,389.09	$4,143.94	$5,856.06
$10,000.00	$704,533.03	30	$704,533.03	$4,109.78	$5,890.22	$10,000.00	$698,642.80	31	$698,642.80	$4,075.42	$5,924.58	$10,000.00	$692,718.22	32	$692,718.22	$4,040.86	$5,959.14	$10,000.00	$686,759.08	33	$686,759.08	$4,006.09	$5,993.91	$10,000.00	$680,765.17	34	$680,765.17	$3,971.13	$6,028.87	$10,000.00	$674,736.30	35
$674,736.30	$3,935.96	$6,064.04	$10,000.00	$668,672.26	36	$668,672.26	$3,900.59	$6,099.41	$10,000.00	$662,572.85	37	$662,572.85	$3,865.01	$6,134.99	$10,000.00	$656,437.86	38	$656,437.86	$3,829.22	$6,170.78	$10,000.00	$650,267.08	39	$650,267.08	$3,793.22	$6,206.78	$10,000.00	$644,060.30	40	$644,060.30	$3,757.02	$6,242.98
$10,000.00	$637,817.32	41	$637,817.32	$3,720.60	$6,279.40	$10,000.00	$631,537.92	42	$631,537.92	$3,683.97	$6,316.03	$10,000.00	$625,221.90	43	$625,221.90	$3,647.13	$6,352.87	$10,000.00	$618,869.02	44	$618,869.02	$3,610.07	$6,389.93	$10,000.00	$612,479.09	45	$612,479.09	$3,572.79	$6,427.21	$10,000.00	$606,051.89	46
$606,051.89	$3,535.30	$6,464.70	$10,000.00	$599,587.19	47	$599,587.19	$3,497.59	$6,502.41	$10,000.00	$593,084.78	48	$593,084.78	$3,459.66	$6,540.34	$10,000.00	$586,544.44	49	$586,544.44	$3,421.51	$6,578.49	$10,000.00	$579,965.95	50	$579,965.95	$3,383.13	$6,616.87	$10,000.00	$573,349.09	51	$573,349.09	$3,344.54	$6,655.46
$10,000.00	$566,693.62	52	$566,693.62	$3,305.71	$6,694.29	$10,000.00	$559,999.34	53	$559,999.34	$3,266.66	$6,733.34	$10,000.00	$553,266.00	54	$553,266.00	$3,227.38	$6,772.62	$10,000.00	$546,493.38	55	$546,493.38	$3,187.88	$6,812.12	$10,000.00	$539,681.26	56	$539,681.26	$3,148.14	$6,851.86	$10,000.00	$532,829.40	57
$532,829.40	$3,108.17	$6,891.83	$10,000.00	$525,937.57	58	$525,937.57	$3,067.97	$6,932.03	$10,000.00	$519,005.54	59	$519,005.54	$3,027.53	$6,972.47	$10,000.00	$512,033.08	60	$512,033.08	$2,986.86	$7,013.14	$10,000.00	$505,019.94	61	$505,019.94	$2,945.95	$7,054.05	$10,000.00	$497,965.88	62	$497,965.88	$2,904.80	$7,095.20
$10,000.00	$490,870.69	63	$490,870.69	$2,863.41	$7,136.59	$10,000.00	$483,734.10	64	$483,734.10	$2,821.78	$7,178.22	$10,000.00	$476,555.88	65	$476,555.88	$2,779.91	$7,220.09	$10,000.00	$469,335.79	66	$469,335.79	$2,737.79	$7,262.21	$10,000.00	$462,073.58	67	$462,073.58	$2,695.43	$7,304.57	$10,000.00	$454,769.01	68
$454,769.01	$2,652.82	$7,347.18	$10,000.00	$447,421.83	69	$447,421.83	$2,609.96	$7,390.04	$10,000.00	$440,031.79	70	$440,031.79	$2,566.85	$7,433.15	$10,000.00	$432,598.64	71	$432,598.64	$2,523.49	$7,476.51	$10,000.00	$425,122.13	72	$425,122.13	$2,479.88	$7,520.12	$10,000.00	$417,602.01	73	$417,602.01	$2,436.01	$7,563.99
$10,000.00	$410,038.03	74	$410,038.03	$2,391.89	$7,608.11	$10,000.00	$402,429.91	75	$402,429.91	$2,347.51	$7,652.49	$10,000.00	$394,777.42	76	$394,777.42	$2,302.87	$7,697.13	$10,000.00	$387,080.29	77	$387,080.29	$2,257.97	$7,742.03	$10,000.00	$379,338.26	78	$379,338.26	$2,212.81	$7,787.19	$10,000.00	$371,551.07	79
$371,551.07	$2,167.38	$7,832.62	$10,000.00	$363,718.45	80	$363,718.45	$2,121.69	$7,878.31	$10,000.00	$355,840.14	81	$355,840.14	$2,075.73	$7,924.27	$10,000.00	$347,915.87	82	$347,915.87	$2,029.51	$7,970.49	$10,000.00	$339,945.38	83	$339,945.38	$1,983.01	$8,016.99	$10,000.00	$331,928.40	84	$331,928.40	$1,936.25	$8,063.75
$10,000.00	$323,864.64	85	$323,864.64	$1,889.21	$8,110.79	$10,000.00	$315,753.85	86	$315,753.85	$1,841.90	$8,158.10	$10,000.00	$307,595.75	87	$307,595.75	$1,794.31	$8,205.69	$10,000.00	$299,390.06	88	$299,390.06	$1,746.44	$8,253.56	$10,000.00	$291,136.50	89	$291,136.50	$1,698.30	$8,301.70	$10,000.00	$282,834.80	90
$282,834.80	$1,649.87	$8,350.13	$10,000.00	$274,484.67	91	$274,484.67	$1,601.16	$8,398.84	$10,000.00	$266,085.83	92	$266,085.83	$1,552.17	$8,447.83	$10,000.00	$257,638.00	93	$257,638.00	$1,502.89	$8,497.11	$10,000.00	$249,140.89	94	$249,140.89	$1,453.32	$8,546.68	$10,000.00	$240,594.21	95	$240,594.21	$1,403.47	$8,596.53
$10,000.00	$231,997.67	96	$231,997.67	$1,353.32	$8,646.68	$10,000.00	$223,350.99	97	$223,350.99	$1,302.88	$8,697.12	$10,000.00	$214,653.87	98	$214,653.87	$1,252.15	$8,747.85	$10,000.00	$205,906.02	99	$205,906.02	$1,201.12	$8,798.88	$10,000.00	$197,107.14	100	$197,107.14	$1,149.79	$8,850.21	$10,000.00	$188,256.93	101
$188,256.93	$1,098.17	$8,901.83	$10,000.00	$179,355.10	102	$179,355.10	$1,046.24	$8,953.76	$10,000.00	$170,401.33	103	$170,401.33	$994.01	$9,005.99	$10,000.00	$161,395.34	104	$161,395.34	$941.47	$9,058.53	$10,000.00	$152,336.82	105	$152,336.82	$888.63	$9,111.37	$10,000.00	$143,225.45	106	$143,225.45	$835.48	$9,164.52
$10,000.00	$134,060.93	107	$134,060.93	$782.02	$9,217.98	$10,000.00	$124,842.95	108	$124,842.95	$728.25	$9,271.75	$10,000.00	$115,571.20	109	$115,571.20	$674.17	$9,325.83	$10,000.00	$106,245.37	110	$106,245.37	$619.76	$9,380.24	$10,000.00	$96,865.13	111	$96,865.13	$565.05	$9,434.95	$10,000.00	$87,430.18	112	$87,430.18
$510.01	$9,489.99	$10,000.00	$77,940.19	113	$77,940.19	$454.65	$9,545.35	$10,000.00	$68,394.84	114	$68,394.84	$398.97	$9,601.03	$10,000.00	$58,793.81	115	$58,793.81	$342.96	$9,657.04	$10,000.00	$49,136.77	116	$49,136.77	$286.63	$9,713.37	$10,000.00	$39,423.40	117	$39,423.40	$229.97	$9,770.03	$10,000.00	$29,653.37	118
$29,653.37	$172.98	$9,827.02	$10,000.00	$19,826.35	119	$19,826.35	$115.65	$9,884.35	$10,000.00	$9,942.00	120	$9,942.00	$58.00	$9,942.00	$10,000.00	$0.00	Amortization	Schedule	|	Terms	|	Privacy	|	Disclaimer	|	Contact©2025	Amortization	Schedule	​Managing	lease	liabilities	under	ASC	842	or	IFRS	16?	Simplify	your	process	with	our	Lease
Amortization	Schedule	template.	Designed	for	accuracy	and	ease,	this	Excel	and	Google	Sheets	template	is	a	best-practice	tool	for	tracking	lease	payments,	interest	expenses,	and	principal	reductions.Who	Should	Use	This	Template?Perfect	for	accounting	and	finance	teams	managing	leases	under	new	lease	accounting	standards.	Ideal	for:Corporate
controllersFinancial	accountantsAudit	teamsWhy	Use	a	Lease	Amortization	Schedule?Accurate	lease	accounting	ensures	compliance	and	transparency.	A	structured	lease	amortization	schedule	helps	you:Track	lease	liabilities	and	expenses	effortlessly.Generate	detailed	payment	schedules	with	interest	and	principal	breakdowns.Prepare	precise
journal	entries	for	month-end	reporting.Maintain	audit-ready	records.How	It	WorksInput	Lease	Details:	Enter	lease	start	date,	term,	payment	amount,	discount	rate,	and	any	other	key	details.Automatic	Calculations:	The	template	computes	monthly	interest	and	principal	payments,	reducing	manual	errors.Journal	Entry	Prep:	Use	the	schedule	to
streamline	journal	entries,	ensuring	accurate	financial	statements.Track	Amortization:	Monitor	the	reduction	of	lease	liabilities	over	time.Benefits	of	Using	the	TemplateIncreased	Accuracy:	Automated	calculations	eliminate	manual	errors.Time	Savings:	Focus	on	analysis,	not	spreadsheets.Audit-Ready:	Maintain	a	clear,	compliant	audit
trail.Streamline	Your	Lease	Accounting	with	Numeric.ioTake	control	of	your	close	process	with	Numeric.io.	Integrate	this	template	into	a	robust	close	management	system	for:Real-time	dashboardsCentralized	documentationAutomated	reminders	and	task	trackingDownload	the	Lease	Amortization	Workpaper	Template	today	and	elevate	your	lease
accounting	process.Get	Started	Lucas	Russell	|	2021-05-04In	this	how-to	guide,	we’ll	cover	how	to	calculate	a	monthly	lease	liability	amortization	schedule.	This	method	shown	is	one	of	many	ways	of	how	to	calculate	a	lease	amortization	schedule.	The	key	attributes	of	this	lease	liability	monthly	amortization	schedule	are:	One	of	the	most	common
schedules	you’ll	see	companies	applyUses	the	NPV	function	in	ExcelThe	calculation	is	done	monthlyIt’s	quicker	to	calculate	compared	to	a	daily	lease	liability	amortization	scheduleIt’s	not	as	accurate	compared	the	daily	schedule	due	to:-	The	NPV	function	does	not	take	into	account	the	dates	of	lease	payments	-	Cannot	handle	when	modification
accounting	mid-month-	The	calculation	incurs	interest	regardless	if	the	payment	timing	is	In	Advance	or	In	ArrearsIf	you	want	to	know	more	about	the	NPV	Excel	function	and	different	ways	to	calculate	the	present	value	of	a	lease,	refer	to	How	to	Calculate	the	Present	Value	of	Future	Lease	Payments.	Suppose	you're	looking	for	a	more	accurate	way
to	calculate	your	lease	liability	that	can	handle	any	lease	modification.	I'd	recommend	this	article,	How	to	Calculate	a	Daily	Lease	Liability	Amortization	Schedule	in	Excel.	I	recommend	the	daily	schedule	as	it’s	not	that	much	more	of	a	time	investment	than	the	monthly	NPV	lease	liability	calculation	we're	about	to	go	through.	With	the	additional	time
investment,	you	have	the	most	accurate	lease	liability	calculation	that	factors	in	the	exact	timing	of	lease	payments	and	allows	you	to	handle	any	potential	lease	modification.	But	in	saying	that,	if	the	lease	you're	accounting	for	is	straightforward,	with	a	fixed	payment	frequency	of	monthly,	you	pay	in	advance,	it's	a	relatively	short	lease	term,	and	you
expect	no	modifications,	this	calculation	methodology	should	be	sufficient.	If	you	would	like	the	Excel	calculations	displayed	in	this	article,	reach	out	to	[email	protected].	Lease	Inputs	The	lease	agreement	we’re	going	to	calculate	is	based	on	the	following	details:Commencement	date:	January	1,	2021	Lease	end	date:	December	31,	2021Discount	rate:
7%Fixed	payment	amount:	$10,000Payment	timing:	In	ArrearsWith	these	inputs,	we'll	calculate	the	monthly	lease	liability	amortization	schedule.	Step	1	-	Create	the	columns	Create	five	columns	within	the	Excel	worksheet.	Those	columns	will	be	called	Date,	Lease	liability,	Interest,	Payment,	Closing	balance.	Step	2	-	Input	the	applicable	dates	and
payments		This	data	will	be	taken	directly	from	the	lease	agreement.	In	this	example,	we	have	12	payments,	that	occur	on	the	last	day	of	each	month	for	an	amount	of	$10,000.	We'll	be	working	out	the	opening	balance	of	the	lease	liability	for	each	month.	Step	3	-	Apply	the	NPV	function	from	Excel		In	the	NPV	formula,	you	must	input	the	rate,	which
is	the	discount	rate.	You	can	see	in	the	formula	that	the	discount	rate	is	divided	by	12,	given	the	monthly	payments.	This	is	a	slight	workaround	to	get	a	slightly	more	accurate	NPV	calculation.Here	you	can	see	the	limitation	of	the	NPV	function	as	it	does	not	consider	the	date	of	the	payments.If	the	payments	are	in	advance,	you	would	not	need	to
present	value	the	first	payment.For	more	information	on	the	NPV	function,	refer	here.	Step	4	-	Calculate	the	interest	on	the	lease	liability	Select	the	lease	liability	amount	and	apply	the	applicable	discount	rate,	this	rate	has	been	divided	by	12	to	be	consistent	with	the	NPV	formula	as	the	payments	are	monthly.	Step	5	-	Calculate	the	closing	balance
Calculate	the	closing	balance	of	the	lease	liability	at	the	end	of	the	first	month.	Step	6	-	Bring	the	closing	balance	forward	for	the	next	period	Apply	the	closing	balance	of	the	previous	month,	as	that	is	opening	balance	for	the	next	month.	Step	7	-	Input	the	formulas	for	each	row	The	closing	balance	of	the	lease	liability	should	unwind	to	zero.Ensure
your	formulas	are	picking	up	the	correct	cells.	If	they	are	not,	that's	probably	the	reason	why	the	lease	liability	amortization	schedule	is	not	unwinding	to	zero.Technically	there	should	be	no	interest	incurred	in	the	month	of	December.	The	lease	liability	has	been	paid.	This	is	a	good	example	of	the	inaccuracy	of	calculating	the	lease	liability	on	a
monthly	basis.	Conclusion	Last	Updated	on	May	22,	2025	by	Amanda	Lee	Lease	amortization	is	the	process	of	paying	down	an	operating	or	finance	leased	asset	over	time.	We	use	a	lease	amortization	schedule	to	amortize	projected	payments	on	a	straight-line	lease	expense	basis	towards	the	principle	of	the	lease	throughout	the	lease	term.
Understanding	how	to	calculate	your	lease	amortization	schedules	is	fundamental	to	creating	your	journal	entries	under	ASC	842.	In	its	essence	an	amortization	is	a	reduction	in	value	of	an	intangible	asset.	Lease	amortization	is	the	process	of	taking	the	intangible	asset	within	a	lease	agreement	and	reducing	its	value	based	on	the	historical	cost,
economic	lifetime	value,	as	well	as	the	residual	value.	So	the	total	debt	towards	the	asset	is	reduced	or	amortized	each	month.	Under	ASC	842,	operating	leases	and	financial	leases	have	different	amortization	calculations.	With	our	excel	template,	you	will	be	guided	on	how	to	calculate	your	lease	amortization	schedules	for	both	lease	types.	If	you	are
recording	an	operating	lease,	the	lessee	is	responsible	for	making	periodic	payments	in	exchange	for	using	the	leased	asset.	The	remaining	lease	liability	must	also	include	the	interest	expense.		You’ll	know	that	you	have	an	operating	lease	if	the	estimated	economic	life	of	the	asset	is	less	than	75%	and	the	net	present	value	(NPV)	is	at	least	90%	of	the
lease’s	total	value.	What	if	the	recorded	lease	is	a	finance	lease?	A	finance	lease	is	defined	as	an	agreement	in	which	ownership	is	transferred	to	the	lessee,	who	is	now	responsible	for	the	maintenance	of	the	leased	asset,	including	insurance	and	taxes,	at	the	end	of	the	lease	term.	Learn	how	to	use	the	Occupier	Lease	Amortization	Schedule	In	our
lease	amortization	schedule	excel	spreadsheet,	there	are	primary	inputs	that	drive	the	initial	recognition	of	your	lease	liabilities	under	the	new	lease	accounting	standards:	Measurement	Date	–	The	measurement	date	should	be	the	lease	commencement	date	or	the	ASC	842	effective	date.	Lease	Expiration	Date	–	The	lease	expiration	date	is	the	last
date	of	the	lease.	Lease	Term	(in	months)	–	‘This	is	a	calculated	field	to	determine	how	many	months	the	lease	term	is.	This	impacts	how	the	ROU	Asset	is	amortized/reduced.	Annual	Discount	Rate	–	‘This	is	the	annual	incremental	borrowing	rate	for	this	lease.	Monthly	Discount	Rate	–	‘This	is	a	calculated	field	to	determine	the	monthly	incremental
borrowing	rate.	Initial	Direct	Costs	–	‘Incremental	costs	of	a	lease	that	would	not	have	been	incurred	had	the	lease	not	been	executed.	Example:	Broker	commissions	on	executed	lease.	Incentives	–	‘A	lease	agreement	may	include	incentives	to	encourage	a	lessee	to	sign	the	lease.	Example:	Tenant	improvement	allowance.	Prepaid	Rent	–	‘Any	prepaid
rent	paid	to	the	Lessor	prior	to	the	lease	commencement	date.	Periodic	Payments	(beginning	or	end	of	month)	–	‘This	field	determines	if	payments	are	made	at	the	beginning	or	end	of	a	period.	This	impacts	how	interest	expense	and	the	PV	of	lease	payments	is	calculated.	This	should	be	completed	as	one	of	the	following:		Beginning	–	The	beginning
liability	balance	for	your	amortization	schedule.	Ending	–	The	ending	balance	for	the	Lease	Liability	and	ROU	Asset	should	be	zero	as	of	the	Lease	Expiration	Date.	Lease	Classification	–	This	field	dictates	how	the	ROU	asset	is	amortized/reduced	throughout	the	lease	term	and	the	expense	recognition	pattern	of	the	lease.	This	should	be	completed	as
one	of	the	following:			Operating	–	Lessee	is	given	the	right	to	use	the	leased	asset;	is	not	recorded	on	a	balance	sheet	Finance	–	Lessee	is	given	the	right	to	use	the	leased	asset,	and	risk	is	transferred	from	lessor	to	lessee;	asset	is	recorded	on	a	balance	sheet	Initial	Lease	Liability	equals	present	value	or	remaining	lease	payments	at	the	discount	rate.
When	determining	your	discount	rate,	it	is	highly	recommended	that	you	consult	with	an	auditor.	Initial	ROU	Asset	equals	lease	liabilities	–	lease	Incentives	Received	+	Initial	Direct	Costs	+	Prepaid	Lease	Payments.	The	Total	Remaining	Lease	Costs	equals	Total	Lease	Payments	+	Unamortized	Initial	Direct	Costs	–	Lease	Incentives	–	Prior	Period
Lease	Costs.	It	is	utilized	to	recognize	the	straight	line	lease	expense	for	operating	leases.	Knowing	these	inputs	is	foundational	to	kickstarting	the	process	of	how	to	calculate	your	lease	amortization	schedules.	Occupier	has	built	out	the	necessary	components	of	the	lease	amortization	schedule	for	easy	data	input	and	accurate,	fast	calculations.	In	this
table,	you	are	to	record	information	about	your	lease	to	create	the	lease	amortization	schedule,	including	the	measurement	date	or	the	date	your	lease	is	active,	the	commencement	date,	the	lease	term,	and	the	classification	identifying	whether	it	is	an	operating	lease	or	finance	lease,	and	many	more	data	inputs	to	help	calculate	the	amortization
schedule.	Next,	we	have	the	Beginning	Balances	table,	this	shows	the	initial	lease	liability,	initial	Right-Of-	Use	Asset,	and	Total	remaining	lease	cost.	Occupier’s	Lease	Amortization	Schedule	also	supplies	a	journal	entry	structure	to	understand	the	recorded	monthly	costs	of	the	lease.	Moving	on	to	the	Lease	Amortization	Schedule	itself.	In	this	table,
you	can	find	the	date/period	of	the	lease	payments,	the	lease	liability,	the	Right-of-Use	asset	inputs,	and	current/non-current	liabilities.	Excel	Template	Example	of	our	Occupier	Lease	Amortization	Schedule	The	date	and	time	section	shows	the	periods	starting	at	zero,	and	the	dates	of	payments.	The	lease	liability	section	shows	the	beginning	and
ending	balance,	the	liability	accretion,	the	base	rent	lease	payments,	and	the	present	value	(PV)	lease	payments.	The	Right-of-Use	Asset	section	shows	the	beginning	and	ending	balance,	ROU	Amortization,	and	the	asset	reduction.	As	the	process	of	leasing	becomes	more	popular	in	companies,	there	needs	to	be	an	accurate	and	efficient	way	to	keep
track	of	all	payments.	The	Lease	Amortization	schedule	is	a	necessity	for	understanding	what	kind	of	lease	you	have,	the	interest	that	is	being	accrued,	and	knowing	when	the	lease	term	ends.	See	how	Occupier	can	help	you	take	control	of	your	real	estate	portfolio	and	unlock	opportunities	within	your	business’s	lease	lifecycle.	A	lease	amortization
schedule	outlines	the	breakdown	of	lease	payments,	interest	expenses,	and	principal	reductions	over	the	lease	term.	It	serves	as	a	roadmap	for	businesses	to	track	lease	liabilities	and	right-of-use	(ROU)	asset	amortization	in	compliance	with	accounting	standards	such	as	ASC	842	and	IFRS	16.	This	schedule	is	essential	for	ensuring	accurate	financial
reporting,	as	it	provides	a	clear	allocation	of	each	lease	payment	between	interest	and	principal,	reflecting	the	gradual	reduction	of	the	lease	liability.	Accountants	and	finance	teams	rely	on	this	schedule	to	maintain	consistency	in	financial	statements,	optimize	cash	flow	planning,	and	support	decision-making	regarding	lease	renewals,	terminations,
or	modifications.Importance	of	a	Lease	Amortization	Schedule	TemplateImproves	Financial	Planning	and	Cash	Flow	ManagementA	lease	amortization	schedule	provides	a	structured	view	of	payment	distribution,	allowing	businesses	to	forecast	lease-related	cash	flows	accurately.	By	understanding	future	obligations,	companies	can	better	allocate
financial	resources,	maintain	liquidity,	and	plan	for	lease	renewals	or	terminations	without	disrupting	operations.Ensures	Compliance	with	Lease	Accounting	StandardsA	properly	structured	lease	amortization	schedule	template	ensures	that	all	lease-related	expenses,	including	interest	and	amortization,	are	accurately	recorded	in	financial
statements.	This	consistency	is	critical	for	compliance	with	ASC	842	and	IFRS	16,	helping	businesses	avoid	misstatements	that	could	impact	financial	health	and	investor	confidence.Enhances	Regulatory	Compliance	and	Tax	OptimizationCompliance	with	accounting	standards	is	mandatory	for	businesses	managing	lease	agreements.	A	well-
maintained	amortization	schedule	ensures	adherence	to	regulatory	requirements	while	also	enabling	businesses	to	optimize	tax	deductions	related	to	lease	expenses,	effectively	reducing	overall	tax	liability.Provides	Transparency	for	Audits	and	Financial	ReviewsAuditors	and	financial	analysts	rely	on	accurate	lease	records	to	assess	a	company’s
financial	position.	This	template	facilitates	seamless	reviews	by	offering	a	detailed	breakdown	of	lease	payments,	interest	allocation,	and	asset	depreciation.Who	Can	Use	a	Lease	Amortization	Schedule	Template?Accountants	and	Finance	TeamsFinancial	professionals	rely	on	lease	amortization	schedules	to	ensure	proper	classification	of	lease
expenses,	maintain	accurate	books,	and	comply	with	financial	reporting	standards.	Business	Owners	and	CEOsDecision-makers	use	lease	amortization	schedules	to	assess	financial	commitments,	optimize	lease	agreements,	and	strategize	long-term	cost	management.	By	understanding	lease-related	financial	obligations,	executives	can	make	informed
budgeting	and	investment	decisions.Auditors	and	Regulatory	BodiesAuditors	utilize	lease	amortization	schedules	to	verify	financial	accuracy	and	ensure	businesses	comply	with	industry	regulations.	A	well-maintained	schedule	simplifies	audit	trails,	making	it	easier	to	track	lease-related	transactions	and	validate	financial	records.What	Does	The	Lease
Amortization	Schedule	Template	Contain?1-	Lease	Details	Section:Lease	Name/Identifier:	A	unique	identifier	for	each	lease	agreement	to	facilitate	easy	tracking	and	reference.Commencement	Date:	The	start	date	of	the	lease	term.	It	is	essential	for	calculating	the	schedule	of	payments	and	interest.Vendor:	The	lessor	or	leasing	company	providing	the
asset.Incremental	Borrowing	Rate:	The	interest	rate	used	to	discount	future	lease	payments	to	their	present	value,	reflecting	the	cost	of	borrowing	for	the	lessee.Lease	Term	(in	months):	The	total	duration	of	the	lease,	which	determines	the	number	of	payment	periods	in	the	amortization	schedule.2-	Financial	Components:Prepaid	Lease	Payment:	Any
lease	payments	made	before	the	commencement	date,	reducing	the	initial	lease	liability.Initial	Direct	Costs:	Costs	directly	attributable	to	negotiating	and	arranging	the	lease,	such	as	legal	fees,	which	are	included	in	the	right-of-use	asset.Lease	Incentives:	Payments	made	by	the	lessor	to	the	lessee	as	an	incentive	to	enter	into	the	lease,	which	reduces
the	total	lease	liability.Single	Lease	Expense:	The	total	expense	recognized	for	the	lease	in	each	period,	combining	interest	and	amortization	of	the	right-of-use	asset.3-	Operating	Amortization	Schedule:Period	Number:	Sequential	numbering	of	each	payment	period	for	easy	reference.Period	Start	Date:	The	beginning	date	of	each	payment	period,
crucial	for	tracking	payment	timing.Month’s	Payment:	The	actual	lease	payment	made	in	each	period,	as	specified	in	the	lease	agreement.Single	Lease	Expense:	The	total	lease	cost	allocated	for	the	month.Interest	Accretion:	The	interest	expense	recognized	in	each	period,	calculated	on	the	remaining	lease	liability.Allocated	to	Principal:	The	portion
of	the	lease	payment	that	reduces	the	principal	balance	of	the	lease	liability.Lease	Liability	Balance:	The	remaining	balance	of	the	lease	liability	after	each	payment,	reflects	the	unpaid	obligation.Right-of-Use	(ROU)	Asset	Balance:	The	carrying	amount	of	the	right-of-use	asset	after	each	period's	amortization.ROU	Accumulated	Amortization:	The
cumulative	amortization	of	the	right-of-use	asset	up	to	each	period,	indicating	the	total	expense	recognized	over	time.How	to	Use	Lease	Amortization	Schedule	Template1-	Input	Lease	Agreement	DetailsStart	by	entering	the	essential	lease	details,	including:Lease	name	or	identifierCommencement	dateVendor	nameLease	term	(in	months)Incremental
borrowing	rateAny	prepaid	payments,	incentives,	or	direct	costs2-	Record	Initial	Lease	Journal	EntryUpon	lease	commencement,	record	the	initial	ROU	asset	and	lease	liability	in	your	accounting	system.	This	entry	should	reflect	the	total	lease	liability,	initial	payments,	and	any	incentives	received.3-	Track	Monthly	Lease	PaymentsFor	each	lease
period,	enter:The	monthly	payment	amountThe	interest	portion	of	the	paymentPrincipal	ReductionUpdated	lease	liability	balance3-	Calculate	Right-of-Use	Asset	AmortizationEach	month,	allocate	a	portion	of	the	ROU	asset	balance	to	amortization,	reducing	the	asset’s	book	value	over	time.4-	Verify	Lease	Liability	ReductionEnsure	that	each	payment
properly	decreases	the	lease	liability	by	reconciling	it	with	the	amortization	schedule.5-	Monitor	and	Adjust	for	ModificationsIf	there	are	changes	to	the	lease	agreement,	such	as	term	extensions	or	payment	adjustments,	update	the	template	accordingly	to	reflect	the	revised	lease	calculations.6-	Use	for	Financial	Reporting	and	AuditsThe	lease
amortization	schedule	provides	a	detailed	record	that	can	be	used	for:Preparing	financial	statementsInternal	and	external	auditsLease	compliance	reviews	What	Is	an	Operating	Lease?	This	post	assumes	some	prior	knowledge.	If	you're	unaware	of	the	new	lease	accounting	standard,	ASC	842,	here's	a	quick	summary.	Akin	to	ASC	840,	the	new	lease
accounting	standard	ASC	842	prescribes	the	lessee	to	determine	the	lease	classification.	However,	under	ASC	842,	it's	no	longer	the	classification	between	operating	leases	and	capital	leases.	It's	now	operating	leases	and	finance	leases.	When	transitioning	to	the	new	lease	accounting	standard,	the	standard	allows	you	to	grandfather	previous	lease
classification	under	ASC	840.	For	more	on	this,	refer	here.	This	means	the	operating	leases	under	ASC	840	can	be	carried	forward	as	operating	leases	under	ASC	842.	If	it's	a	new	lease	under	ASC	842	and	you're	unsure	what	the	classification	should	be,	we	have	extensive	material	in	determining	if	the	lease	meets	the	definition	of	an	operating	or
finance	lease.Under	ASC	842,	regardless	of	the	lease	classification,	the	lease	is	coming	on	the	balance	sheet.	A	lessee	must	recognize	a	right-of-use	(ROU)	asset	and	lease	liability.	The	only	exception	is	if	the	lease	is	less	than	twelve	months	long.	Given	this,	accountants	in	your	organization	will	need	to	know	how	to	calculate	an	operating	lease	in
compliance	with	ASC	842.		Accounting	for	an	Operating	Lease	Under	ASC	840	Previously,	accounting	for	operating	leases	under	ASC	840	was	relatively	straight	forward.	Under	ASC	840-20-25-1,	it	prescribed	the	following	treatment:Rent	shall	be	charged	to	expense	by	the	lessee	over	the	lease	term	as	it	becomes	payable.	If	rental	payments	are	not
made	on	a	straight-line	basis,	rental	expense	nevertheless	shall	be	recognized	on	a	straight-line	basis	unless	another	systematic	and	rational	basis	is	more	representative	of	the	time	pattern	in	which	use	benefit	is	derived	from	the	leased	property,	in	which	case	that	basis	shall	be	used.	From	the	perspective	of	accounting	simplicity,	the	preferred
classification	was	an	operating	lease	under	ASC	840.		Accounting	for	an	Operating	Lease	Under	ASC	842	ASC	842	requires	lessees	to	bring	all	leases	on	the	balance	sheet.	The	only	exception	is	if	at	lease	commencement,	the	lease	term	of	12	months	or	less.So	what	does	this	mean?	It's	essentially	like	accounting	for	all	your	leases	as	if	they	were
capital	leases	under	ASC	840.	Under	ASC	842,	an	operating	lease	you	now	recognize:	A	lease	liability:	the	present	value	of	all	known	future	lease	paymentsRight	of	use	asset:	the	lessee's	right	to	use	the	leased	asset.	Which	is	amortized	over	the	useful	life	of	the	asset.	So,	where	to	begin?	If	you're	unsure,	refer	to	our	initial	recognition	guidance.	This
covers	the	fundamentals	inputs	of	recognizing	a	lease	liability	and	then	a	right	of	use	asset.		Modification	Accounting	for	an	Operating	Lease	Under	ASC	842	The	devil	is	in	the	detail	when	calculating	modifications.	If	you’re	unsure	of	what	a	lease	modification	is,	refer	to	detailed	guidance	here.	When	a	modification	occurs,	the	lease	calculation	must
be	updated	to	reflect	the	changes	in	contractual	details.	The	two	inputs	that	can	be	changed	are:Either	or	both	can	change	depending	on	the	modification.	When	a	lease	modification	occurs,	you	must	update	the	present	value	calculation	to	reflect	the	updated	lease	liability	value	as	the	future	payments	have	been	changed.	Example	2	illustrates	how	to
calculate	the	lease	liability	and	right	of	use	asset	when	a	lease	modification	occurs.	Practical	Examples	So	you’ve	read	the	guidance,	and	now	you’re	good	to	go.	You	have	a	basic	understanding	that	the	lease	liability	is	the	present	value	of	the	future	lease	payments	at	commencement.	The	right	of	use	asset	builds	off	that	value,	with	a	few	other
potential	nuances	throw-in.	So	it’s	time	to	put	theory	into	practice	and	calculate	the	lease	liability.	We’ll	walk	through	step	by	step	of	a	basic	lease	example.	If	you	would	like	a	copy	of	the	lease	calculation	in	excel,	please	reach	out	to	[email	protected].	Obtaining	the	excel	file	will	also	allow	you	to	use	it	as	a	template	for	future	lease	calculations.
Lastly,	some	areas	to	note	in	relation	to	the	calculation	methodology:	Calculations	will	be	done	daily:	that’s	right,	interest	and	amortization	are	calculated	for	each	individual	day	in	the	lease.	This	gives	the	ultimate	accuracy	of	numbers	when	modification	accounting	occurs.	Furthermore,	the	time	to	set	up	a	daily	calculation	compared	to	a	monthly
calculation	is	negligible	given	it’s	the	same	formulas	used	in	each	row.	XNPV	present	value	formula:	The	XNPV	formula	will	be	used	in	Microsoft	Excel.	This	takes	into	consideration	the	date	of	payments	and	therefore	gives	a	more	accurate	present	value	amount.	If	you’re	unsure	of	the	basic	principles	of	present	valuing	or	unsure	what	formula	you
should	use	in	Microsoft	Excel,	refer	to	our	article	on	How	to	Calculate	the	Present	Value	of	Future	Lease	Payments.	Example	1	Scenario	Start	date:	2020-1-1	Accounting	End	date:	2020-12-31Fixed	Payment	Amount:	$10,000Payment	Timing:	In	AdvancePayment	Frequency:	MonthlyLease	classification:	Operating	LeaseDiscount	rate:	7.00%	Step	1	-
Work	Out	Future	Lease	Payments	The	lease	liability	is	the	foundation	of	lease	accounting	under	ASC	842,	as	the	lease	liability	is	the	present	value	of	future	lease	payments.	So	the	first	input	of	the	calculation	to	figure	out	is	what	are	future	known	lease	payments	at	commencement.	These	are	the	figures	we	are	going	to	use	to	establish	the	present
value.	Refer	here	for	explicit	guidance	of	what	should	be	included	in	the	lease	payments.	In	reference	to	Example	1,	it	is	12	payments	of	$10,000	falling	on	the	first	of	each	month	for	the	period	between	2020-1-1	to	2020-12-31.	Step	2	-	Determine	the	Discount	Rate	and	Calculate	the	Lease	Liability	From	an	accounting	judgement	perspective,	this	is
one	of	the	more	complex	areas	of	lease	accounting.	For	further	information	on	how	to	determine	the	appropriate	discount	rate	refer	to	this	material.	Once	you	have	determined	the	discount	rate,	you	have	all	the	inputs	to	complete	the	XNPV	formula	in	Microsoft	Excel.	In	reference	to	Example	1,	the	discount	rate	is	7%.	As	a	result,	in	the	XNPV	formula
you	will	input:Rate:	7%Values:	$10,000	at	the	start	of	each	monthDates:	2020-1-1	to	2020-12-31Inputting	this	data	will	give	you	the	present	value	of	the	future	lease	payments	of	$116,357.12.	This	is	the	lease	liability	amount	at	initial	recognition.	Step	3	-	Calculate	the	Right-of-Use	Asset	Value	The	lease	liability	is	the	foundation	of	the	right	of	use
asset.	When	calculating	the	right	of	use	asset	value,	it	can	consist	of	several	inputs.	For	further	discussion	of	those	inputs,	refer	here.		In	the	above	example,	it’s	straightforward,	the	right	of	use-value	equals	the	lease	liability	value	of	$116,357.12	Step	4	-	Calculate	the	Unwinding	of	the	Lease	Liability	You	now	have	your	opening	balance	for	the	lease
liability	and	ROU	asset	calculated	in	compliance	with	ASC	842.	The	next	step	is	to	calculate	the	unwinding	of	the	lease	liability	to	$0.	We	already	have	all	the	necessary	information	given	there	have	been	no	modifications	to	the	lease	term.	We’ll	break	down	the	calculation	in	reference	to	the	above	picture	column	by	column.	The	formulas	used	do	not
change	row	to	row:Column	A	-	Date	-	Captures	each	day	within	the	agreement	from	2020-1-1	to	2020-12-31:Column	B	-Lease	liability	prepayment-	Where	the	present	value	XNPV	formula	is	input	for	each	row:Column	C	-	Payment	-	Future	lease	payments	at	each	particular	date:Column	D	-	Lease	liability	post-payment	-	This	is	the	lease	liability	amount
post-payment.	Payments	reduce	the	lease	liability	balance:Column	E	-Interest-	This	is	the	daily	interest	amount	calculated	on	the	lease	liability	based	on	the	daily	discount	rate:To	calculate	the	daily	discount	rate	is	the	following:		(1+discount	rate)^(1/365)-1Column	F	-	Lease	liability	closing	-	the	lease	liability	post-payment	plus	the	interest.	It	is	the
closing	balance	of	the	lease	liability.	This	balance	is	brought	forward	to	the	next	day:To	ensure	your	lease	liability	has	been	calculated	correctly	ensure	it	unwinds	to	zero	as	shown	in	the	below	animation:	Step	5	-	Calculate	the	Right-of-Use	Asset	Amortization	Rate	You	have	calculated	the	unwinding	of	the	lease	liability	and	have	the	ROU	asset
opening	value.	Here	are	the	following	steps	to	take	when	calculating	the	ROU	asset	amortization	schedule:a)	Calculate	the	straight-line	lease	payment:Add	up	the	total	lease	expense	that	is	known	at	the	outset	of	the	commencement	of	the	lease.	The	total	lease	expense	is	net	of	items	like	direct	costs	and	lease	incentives	starting	before	the
commencement.Using	Example	1	the	total	lease	expense	is	$120,000	($10,000*12).Area	to	note:	If	there	is	an	amount	that	is	added	to	the	ROU	asset,	for	example,	direct	costs,	this	amount	will	also	be	added	to	the	straight-line	lease	payment	amount.	b)	Calculate	the	number	of	days	in	the	agreement:A	quick	way	to	do	this	in	Excel	is	to	use	the	COUNT
function	and	count	the	number	of	rows	used	(it	can	be	any	column).	Using	Example	1	the	total	number	of	days	in	the	lease	is	366	days	(2020	is	a	leap	year).c)	Divide	total	expense	by	number	of	days	to	get	the	straight-line	lease	expense	Using	Example	1	the	straight-line	lease	expense	is	$327.87	(120,000	/	366)d)	Subtract	the	daily	straight-line	lease
expense	by	the	daily	interest	expense	which	gives	you	the	amortization	expense	Using	Example	1	on	2020-1-1	the	ROU	amortization	expense	is	$308.15	($327.87	-	19.72)e)	Ensure	the	ROU	asset	is	amortized	to	$0Assuming	there	are	no	changes	you	have	now	completed	the	calculation	for	an	operating	lease	in	adherence	to	ASC	842.	Example	2
Scenario	-	Modification	Accounting	Example	2	will	cover	how	the	calculations	work	for	a	particular	modification	to	an	operating	lease	terms	accounted	under	ASC	842.	If	you	want	more	information	on	what	prompts	modification	accounting	and	the	different	types	of	lease	modifications,	refer	here.	We’ll	now	go	through	the	following	calculation	steps
of	a	modification	that	increases	the	fixed	payments	for	an	operating	lease	under	ASC	842.	Using	the	details	of	Example	1:Start	date:	2020-1-1	Accounting	End	date:	2020-12-31Fixed	Payment	Amount:	$10,000Payment	Timing:	In	AdvancePayment	Frequency:	MonthlyLease	classification:	Operating	LeaseDiscount	rate:	7.00%Direct	costs	incurred:
25,000Modification	to	the	terms:On	2020-10-16,	the	fixed	payment	amount	increased	to	$12,000	on	2020-11-1The	appropriate	discount	rate	at	modification	is	6.00%	The	key	differences	compared	to	Example	1	are:	Direct	costs	of	$25,000	at	initial	recognition:	This	will	increase	the	ROU	asset	to	141,357.12	($116,357.12	+	$25,000)	and	the	straight
line	lease	payments	to	396.17	($25,000	+	120,000)/366.	A	modification	of	the	lease	agreement	occurs	on	2020-10-16	for	fixed	payments	to	increase	to	$12,000	starting	on	2020-11-1If	you	would	like	the	excel	calculation	for	Example	2,	please	reach	out	to	[email	protected]	Step	1	-	Work	Out	the	Modified	Future	Lease	Payments	To	calculate	the
present	value	of	the	modified	future	lease	payments,	an	additional	column	has	been	added.	If	you	do	not	add	a	column,	it	will	impact	all	previous	calculations	as	you’re	changing	the	future	cash	flows	used	to	present	value	the	lease	liability.	In	reference	to	Example	2,	on	2020-10-16	the	future	lease	payments	on	2020-11-1	and	2020-12-1	have	been
modified	from	$10,000	to	$12,000.	Step	2	-	Determine	the	Appropriate	Discount	Rate	and	Re-calculate	the	Lease	Liability	In	relation	to	Example	2,	the	following	have	changed	in	relation	to	the	calculation	on	2020-10-16:An	updated	discount	rate	of	6%	in	CELL	D5Values:	The	XNPV	formula	values	will	present	value	the	updated	future	payments	of
Column	D.	Based	on	adding	a	new	column	the	following	updates	will	need	to	be	made	to	the	calculation:	a)	Lease	liability	post	payment	will	subtract	payments	from	column	D	as	opposed	to	column	C:	b)	Daily	interest	calculation	will	use	the	updated	daily	discount	rate:In	Example	2,	the	discount	rate	has	increased	from	6%	to	7%.	As	a	result,	the	daily
discount	rate	for	calculating	the	interest	on	the	lease	liability	needs	to	be	updated.	Once	you	have	determined	the	discount	rate,	you	have	all	the	inputs	to	complete	the	updated	lease	liability's	present	value	calculation	based	on	the	modified	terms.	As	a	check,	ensure	the	lease	liability	post	modification	unwinds	to	$0	based	on	the	updated	lease
inputs.	If	you’ve	forgotten	to	make	the	correct	updates	to	the	calculation	the	lease	liability	will	not	unwind	to	zero	by	2020-12-1.		Step	3	-	Capture	the	Modification	Movement	and	Apply	That	to	the	ROU	Asset	Value	The	closing	balance	of	the	lease	liability	before	the	modification	on	2020-10-15	is	$19,885.48.	The	lease	liability	value	post	modification
based	on	the	updated	future	cash	flows	is	$23,881.59,	which	is	an	increase	of	$3,996.11	to	the	lease	liability	value.	This	amount	needs	to	be	added	to	the	ROU	Asset	as	that’s	the	other	side	of	the	remeasurement	journal	entry	which	is:	Dr	ROU	Asset	$3,996.11	Cr	Lease	liability	$3,996.11	As	a	result,	the	ROU	asset	balance	before	modification	on	2020-
10-15	was	$30,390.94.	Post-modification,	the	ROU	asset	balance	is	$34,387.05.	Step	4	-	Update	the	ROU	Amortization	Rate	When	there	is	a	change	to	the	contractual	terms,	it	results	in	a	remeasurement	of	the	lease	liability,	which	then	the	ROU	Asset	value	is	impacted.	As	a	result,	the	amortization	rate	must	change	to	ensure	the	ROU	asset	is
amortized	to	zero.	This	is	one	of	the	trickier	areas	of	accounting	for	an	operating	lease	under	ASC	842.	To	ensure	the	balance	is	correctly	amortized	to	$0	you	must:a)	Calculate	the	total	remaining	lease	expense:In	Example	2	the	total	lease	expense	is	$24,000	with	two	lease	payments	occurring	on	2020-11-1	&	2020-12-1.	b)	Calculate	the	difference
between	the	ROU	asset	and	the	lease	liability	post-modification:In	reference	to	Example	2,	the	ROU	asset	post-modification	is	$34,387.05	while	the	lease	liability	is	$23,881.59	resulting	in	a	difference	of	$10,505.46c)	Calculate	the	number	of	remaining	days	of	the	useful	life	of	the	asset:In	Example	2,	it	is	77	days	which	is	calculated	from	the	date	of
modification	2020-10-16	to	the	accounting	end	date	2020-12-31.From	those	inputs	you	can	calculate	the	average	rent	expense	for	the	remainder	of	the	lease:	Total	expense:	$24,000Difference	between	ROU	and	lease	liability	post	modification:	$10,505.46Remaining	days:	77	Straight	line	lease	payment:	$448.12	(24,000	+	10,505.46)	/	77Subtract	the
$448.12	from	the	daily	interest	amount	to	get	the	ROU	amortization	amount.	The	amount	of	amortization	incurred	on	2020-10-16	was	$444.31.	To	ensure	the	calculation	is	correct,	the	ROU	asset	should	be	amortized	to	$0	on	2020-12-31.	Once	those	steps	are	complete	you	have	finished	the	calculations	necessary	for	a	modification	of	an	increase	in
fixed	payments	for	an	operating	lease	under	ASC	842.	What	About	the	Journal	Entries?	ASC	842	requires	leases	to	be	presented	on	both	the	balance	sheet	and	income	statement,	regardless	of	whether	they	are	classified	as	operating	or	finance	leases.	For	operating	leases	in	particular,	this	means	recognizing	a	right-of-use	(ROU)	asset	and	a
corresponding	lease	liability	at	lease	commencement.	This	approach	increases	transparency	by	providing	a	clearer	picture	of	a	company’s	total	lease	commitments.	Even	though	both	finance	leases	and	operating	leases	are	capitalized,	the	financial	statement	presentation	distinguishes	between	operating	ROU	assets	and	lease	liabilities	from	finance
ROU	assets	and	lease	liabilities,	both	on	the	face	of	the	financials	and	in	the	accompanying	notes.	One	area	that	remains	unchanged	under	ASC	842	is	the	effect	of	operating	leases	on	the	income	statement.	Companies	continue	to	recognize	a	straight-line	expense	for	lease	payments	over	the	lease	term,	reported	as	an	operating	expense	on	the
statement	of	profit	and	loss.	Operating	lease	vs.	finance	lease	identification	under	ASC	842	Lease	classification	under	ASC	842	follows	a	principles-based	approach,	removing	the	rigid	“bright	lines”	previously	used.	For	a	lease	to	be	classified	as	a	finance	lease,	it	must	meet	one	of	the	five	criteria	listed	below.	Leases	that	do	not	meet	any	of	these
criteria	are	classified	as	operating	leases:	1.	Transference	of	title/ownership	to	the	lessee	Ownership	of	the	underlying	asset	is	transferred	to	the	lessee	by	the	end	of	the	lease	term.	2.	Purchase	option	The	lease	arrangement	grants	the	lessee	a	lease	purchase	option	that	is	reasonably	certain	to	be	exercised.	It	is	important	to	note	the	purchase	option
must	be	reasonably	certain	to	be	exercised	for	this	criteria	to	be	met.	3.	Lease	term	for	major	part	of	the	remaining	economic	life	of	the	asset	The	lease	term	spans	a	major	part	of	the	remaining	economic	life	of	the	underlying	asset.	Note:	The	FASB	provided	additional	clarification	that	the	“major	part”	can	be	consistent	with	the	75%	threshold	used
previously	under	ASC	840,	and	companies	are	allowed	to	determine	how	they	will	define	the	“major	part”	threshold.	4.	Present	value	represents	“substantially	all”	of	the	fair	value	of	the	asset	The	present	value	of	the	sum	of	the	remaining	lease	payments	equals	or	exceeds	substantially	all	of	the	underlying	asset’s	fair	value.	If	applicable,	any	residual
value	guarantee	by	the	lessee	not	already	included	in	lease	payments	is	also	included	in	the	present	value	calculation.	Note:	The	FASB	provided	some	additional	clarification	that	“substantially	all”	can	be	consistent	with	the	90%	threshold	used	previously	under	ASC	840,	and	companies	are	allowed	to	determine	their	own	“substantially	all”	threshold.
5.	Asset	specialization	The	underlying	asset	is	of	such	a	specialized	nature	that	it	is	expected	to	have	no	alternative	use	to	the	lessor	at	the	end	of	the	lease	term.	Is	capitalization	required	for	all	operating	leases	under	842?	An	entity	can	establish	an	accounting	policy	to	exclude	operating	leases	with	a	lease	term	of	12	months	or	less	at	lease
commencement	(provided	they	do	not	also	have	a	purchase	option	that	is	reasonably	certain	to	be	exercised)	from	capitalization	on	the	balance	sheet.	Additionally,	while	ASC	842	does	not	have	an	exclusion	for	low-value	assets,	some	companies	have	established	a	capitalization	threshold.	Similar	to	a	capitalization	threshold	for	fixed	assets,	the
company	has	determined	that	leases	below	this	value	are	not	material	to	the	company	and	therefore,	are	not	recognized	on	the	balance	sheet.	Operating	lease	accounting	example	and	journal	entries	The	following	is	a	full	example	of	how	to	account	for	an	operating	lease	under	ASC	842.	Details	on	the	example	lease	agreement:	First,	assume	a	tenant
signs	a	lease	document	with	the	following	terms:	Lease	term	The	lease	begins	on	April	1,	2024	(commencement	date)	and	continues	for	120	full	calendar	months.	The	tenant	is	granted	access	to	the	premises	60	days	prior	to	the	commencement	date	to	install	equipment	and	furnishings	(the	“early	access	period”).	Such	access	is	subject	to	all	lease
terms	and	conditions,	except	for	rent	commencement.	Tenant	improvement	allowance	The	tenant	received	a	tenant	improvement	allowance,	or	TIA,	of	$1.2	million	from	the	landlord	as	an	incentive	to	sign	the	lease.	The	landlord	paid	the	contractor	directly	for	the	construction	of	the	improvements,	which	were	constructed	prior	to	the	early	access
period.	Moving	expenses	The	tenant	also	received	a	reimbursement	of	$30,000	for	moving	expenses	from	the	landlord.	Base	rent	Per	the	lease	document,	the	first	rent	payment	is	due	three	full	calendar	months	after	the	tenant	begins	operating	at	the	leased	location.	Base	rent	is	$205,000/month	paid	in	arrears,	with	annual	3%	increases	on	the
anniversary	of	rent	commencement.	Assumptions	to	make	The	lease	is	classified	as	an	operating	lease	and	the	fair	value	of	the	building	is	$300	million.	The	tenant	opened	for	business	at	the	location	on	June	1,	2024.	The	tenant	is	a	private	company	with	a	calendar	year-end	and	adopted	ASC	842	on	January	1,	2024.	The	discount	rate	implicit	in	the
lease	is	unknown	and	the	tenant’s	incremental	borrowing	rate	is	9%.	Steps	to	account	for	the	above	lease	under	ASC	842	Step	1:	Determine	the	lease	term	The	lease	term	stated	in	the	contract	is	120	months.	The	document	also	grants	the	tenant	an	early	access	period,	subject	to	all	the	terms	and	conditions	in	the	lease.	Assuming	the	early	access
period	started	on	February	1,	2024	–	60	days	before	the	April	1	commencement	date	–	the	lease	term	is	122	months,	from	February	1,	2024,	through	March	31,	2034.	Note:	To	understand	the	difference	between	the	commencement	date,	execution	date,	possession	dates,	etc,	read	this	article	on	when	a	lease	starts.	Step	2:	Determine	the	total	lease
payments	under	US	GAAP	The	tenant	will	begin	paying	rent	on	September	1,	2024	(three	months	from	the	date	the	tenant	opened	for	business).	The	total	lease	payments	made	over	the	lease	term	are	$26,863,751,	as	illustrated	in	the	payment	schedule	below.	Step	3:	Calculate	the	right-of-use	asset	and	lease	liability	Under	ASC	842,	the	tenant
calculates	the	ROU	asset	and	lease	liability	based	on	the	present	value	of	remaining	lease	payments	as	of	the	possession	date	of	the	lease	(February	1,	2024).	The	first	7	months	of	the	lease	term	are	considered	rent-free	periods	since	payments	commence	on	September	1,	2024.	Using	the	tenant’s	incremental	borrowing	rate	of	9%	as	of	January	1,
2024,	and	LeaseQuery’s	present	value	calculator	tool,	the	present	value	of	the	remaining	lease	payments	is	$16,825,467.	Note:	The	present	value	amount	above	is	a	simplified	calculation	based	on	Excel.	Keep	in	mind	that	if	you	are	using	more	accurate	interest	calculations,	like	those	available	in	some	lease	accounting	software	solutions,	you	may	see
slightly	different	results.	Remember	this	as	you’re	viewing	demonstrations	of	lease	accounting	software	from	your	choice	of	vendors.	The	tenant	would	then	prepare	an	amortization	schedule	under	ASC	842	to	calculate	periodic	entries	moving	forward.	Below	is	the	amortization	schedule	for	the	lease	in	this	example.	Step	4:	Book	the	opening	journal
entry	along	with	the	first	month’s	activity	The	initial	journal	entry*	under	ASC	842	records	the	asset	and	liability	on	the	balance	sheet	as	of	the	lease	commencement	date.	Below	we	present	the	entry	recorded	as	of	1/1/2027	for	our	example:	Utilizing	the	amortization	table,	the	journal	entry	for	the	end	of	the	first	period	is	as	follows:	Ultimate	Lease
Accounting	Guide	For	more	detailed	examples	of	operating	leases,	finance	leases,	and	more	under	ASC	842,	download	LeaseQuery’s	Ultimate	Lease	Accounting	Guide	today.	Related	articles	Read	on	to	learn	about	the	essential	elements	of	a	lease	amortization	schedule,	the	step-by-step	process	of	creating	one	that	aligns	with	ASC	842,	and	the
advantages	of	leveraging	technology	to	streamline	lease	accounting.Key	takeaways:A	lease	amortization	schedule	helps	accountants	manage	and	track	the	financial	impact	of	lease	agreements.	It	provides	a	clear	breakdown	of	lease	payments,	interest	expenses,	and	principal	reductions,	which	is	essential	for	accurate	financial	reporting	and	balance
sheet	management.ASC	842	compliance:	The	creation	and	maintenance	of	an	ASC	842	compliant	amortization	schedule	are	vital	for	adhering	to	new	lease	accounting	standards.	This	includes	detailed	steps	for	identifying	and	classifying	leases,	calculating	lease	liability	and	right-of-use	assets,	and	ensuring	proper	disclosures.Technological	efficiency:
Leveraging	technology,	such	as	Netgain's	automated	solutions,	can	significantly	streamline	the	process	of	creating	and	maintaining	lease	amortization	schedules.	Automation	aids	in	reducing	human	error,	ensuring	timely	updates,	and	integrating	with	general	ledgers,	which	enhances	overall	efficiency	and	accuracy	in	lease	accounting.What	is	a	lease
amortization	schedule?A	lease	amortization	schedule	is	a	financial	tool	used	to	outline	the	repayment	plan	of	a	lease	agreement	over	its	duration.	It	provides	a	detailed	breakdown	of	lease	payments,	interest	expenses,	and	principal	reductions.	By	organizing	lease-related	information	into	an	easy-to-understand	format,	accountants	can	assess	the
financial	impact	of	leases	on	a	company's	balance	sheet	and	income	statement.Components	of	a	lease	amortization	scheduleA	lease	amortization	schedule	consists	of	several	components	that	provide	a	detailed	breakdown	of	lease	payments	and	their	accounting	treatment.	Key	components	include:Lease	payment:	The	contractual	payment	made	by	the
lessee	to	the	lessor	over	the	lease	term,	typically	comprising	principal	and	interest.Interest	expense:	The	portion	of	each	lease	payment	attributable	to	interest	on	the	lease	liability.	It	is	calculated	using	the	effective	interest	rate	method.Principal	reduction:	The	portion	of	each	lease	payment	that	reduces	the	lease	liability.	It	reflects	the	gradual
repayment	of	the	lessee's	obligation	over	the	lease	term.Remaining	lease	liability:	The	outstanding	balance	of	the	lease	liability	is	yet	to	be	repaid.	It	decreases	with	each	lease	payment	until	the	lease	term	ends.Creating	an	ASC	842	compliant	amortization	schedule:	Step-by-step	guideThe	transition	to	ASC	842	requires	accountants	to	adopt	a
meticulous	approach	to	lease	accounting,	particularly	when	it	comes	to	the	amortization	of	lease	liabilities.	Here's	a	step-by-step	guide	to	creating	an	ASC	842	compliant	amortization	schedule:Step	1:	Identify	and	classify	your	leasesBegin	by	inventorying	all	lease	agreements	to	determine	which	contracts	qualify	under	ASC	842.	Classify	each	lease	as
either	a	finance	lease	or	an	operating	lease	based	on	criteria	such	as	transfer	of	ownership,	purchase	options,	lease	term,	and	the	present	value	of	lease	payments.Step	2:	Determine	the	lease	termInclude	the	non-cancellable	period	of	the	lease	in	your	calculations.	Consider	any	options	to	extend	or	terminate	the	lease	and	include	them	if	it’s
reasonably	certain	they	will	be	exercised.Step	3:	Calculate	the	lease	liabilityCalculate	the	present	value	of	future	lease	payments	using	the	appropriate	discount	rate,	which	is	either	the	rate	implicit	in	the	lease	or	the	lessee’s	incremental	borrowing	rate.	Ensure	that	variable	lease	payments	that	depend	on	an	index	or	a	rate	are	initially	measured
using	the	index	or	rate	as	of	the	commencement	date.Step	4:	Establish	the	right-of-use	assetStart	with	the	initial	measurement	of	the	lease	liability,	then	add	any	lease	prepayments	and	initial	direct	costs	incurred.	Subtract	any	lease	incentives	received	from	the	lessor	to	arrive	at	the	initial	value	of	the	right-of-use	(ROU)	asset.Step	5:	Prepare	the
amortization	scheduleFor	finance	leases,	separate	the	interest	and	amortization	of	the	ROU	asset	in	the	schedule,	reflecting	a	front-loaded	expense	pattern.	For	operating	leases,	combine	these	amounts	to	reflect	a	straight-line	expense	pattern	over	the	lease	term.Step	6:	Record	journal	entriesRecord	the	diminishing	balance	of	the	lease	liability	and
the	corresponding	interest	expense	for	finance	leases.	Adjust	the	ROU	asset	for	amortization	and	present	the	single	lease	cost	for	operating	leases,	reflecting	the	straight-line	expense	pattern.Step	7:	Reassess	and	update	the	schedule	as	necessaryRegularly	review	the	lease	terms	for	modifications	that	may	affect	the	lease	classification,	lease	term,	or
the	discount	rate.	Adjust	the	amortization	schedule	to	reflect	any	remeasurements	or	modifications	to	the	lease	agreement.Step	8:	DisclosuresProvide	a	clear	and	comprehensive	disclosure	of	your	lease	obligations,	including	the	nature	of	the	leases,	significant	terms	and	conditions,	and	information	about	lease	liabilities	and	ROU	assets.	Include
information	about	the	timing	and	amount	of	lease	payments,	along	with	the	specific	line	items	in	the	financial	statements	affected	by	lease	accounting.Check	out	Netgain's	ASC	842	Amortization	Schedule	and	other	free	accounting	tools	to	learn	how	you	can	enhance	your	lease	accounting	process	and	ensure	seamless	ASC	842	compliance.Best
practices	for	maintaining	an	ASC	842	amortization	scheduleHere	are	some	best	practices	to	help	you	maintain	your	amortization	schedules	effectively:Regularly	review	and	update	lease	termsMonitor	changes:	Keep	an	eye	on	any	changes	in	lease	terms,	which	may	include	extensions,	terminations,	or	modifications,	and	update	the	amortization
schedule	accordingly.Reassess	options:	Regularly	reassess	the	likelihood	of	exercising	options	such	as	renewals	or	purchase	options,	as	these	can	significantly	impact	the	lease	liability	and	ROU	asset	balances.Ensure	accurate	and	timely	data	entryDouble-check	entries:	Implement	a	double-entry	check	system	to	minimize	errors	in	data	entry,	ensuring
that	the	figures	in	the	amortization	schedule	are	accurate.Timely	updates:	Update	the	amortization	schedule	promptly	with	any	changes	to	maintain	its	accuracy	and	relevance.Leverage	technology	for	efficiencyAutomated	solutions:	Use	automated	lease	accounting	software	to	handle	complex	calculations	and	reduce	the	risk	of	human
error.Integration:	Ensure	that	your	lease	accounting	software	integrates	with	your	general	ledger	for	seamless	updates	and	reporting.Maintain	clear	documentationAudit	trail:	Keep	a	clear	audit	trail	that	documents	all	changes	made	to	the	amortization	schedule,	including	who	made	the	changes	and	why.Supporting	documentation:	Retain	all
supporting	documentation	for	lease	terms	and	modifications	to	provide	context	for	the	amortization	schedule	entries.Conduct	regular	internal	auditsReview	processes:	Regularly	audit	your	lease	accounting	processes	to	ensure	they	are	compliant	with	ASC	842.Identify	discrepancies:	Use	these	audits	to	identify	any	discrepancies	or	inconsistencies	in
the	amortization	schedule	and	correct	them	promptly.Stay	informed	on	ASC	842	developmentsContinuing	education:	Engage	in	ongoing	education	to	stay	current	on	ASC	842	guidelines	and	any	amendments	to	the	standard.Professional	consultation:	Consult	with	accounting	professionals	or	legal	experts	when	complex	lease	modifications	or
interpretations	of	the	standard	arise.Prepare	for	external	auditsAudit-ready	schedules:	Maintain	your	amortization	schedules	in	an	audit-ready	state	to	facilitate	the	external	audit	process.Disclosure	preparation:	Ensure	that	your	schedules	support	the	required	disclosures	under	ASC	842,	including	future	lease	payments	and	the	maturity	analysis	of
lease	liabilities.Benefits	of	a	well-managed	lease	amortization	scheduleAccountants	gain	several	advantages	by	utilizing	lease	amortization	schedules:Improved	accuracy:	By	organizing	lease	payment	information	in	a	structured	manner,	Accountants	can	ensure	accurate	recording	and	reporting	of	lease-related	transactions.Time	efficiency:	Automation
through	accounting	software	simplifies	the	creation	and	maintenance	of	lease	amortization	schedules,	saving	valuable	time	for	Accountants.Financial	analysis:	Lease	amortization	schedules	provide	valuable	insights	into	a	company's	financial	health,	allowing	Accountants	to	analyze	the	impact	of	lease	commitments	on	profitability	and	cash	flow.Easy
audit	trail:	A	well-maintained	lease	amortization	schedule	acts	as	an	audit	trail,	providing	a	clear	record	of	lease-related	transactions	and	facilitating	auditing	processes.ASC	842	requirements	for	amortizationHere	are	the	ASC	842	key	requirements	to	keep	in	mind:Recognition	on	the	balance	sheet:	ASC	842	mandates	that	leases	meeting	specific
criteria	be	recognized	on	the	balance	sheet	as	lease	liabilities	and	right-of-use	assets.Amortization	of	lease	liability:	The	lease	liability	recognized	on	the	balance	sheet	under	ASC	842	should	be	amortized	over	the	lease	term,	reflecting	the	repayment	of	the	lease	obligation.Amortization	of	ROU	asset:	The	ROU	asset,	representing	the	lessee's	right	to
use	the	leased	asset,	should	also	be	amortized	over	the	lease	term.Final	thoughts	on	lease	amortization	schedulesLease	amortization	schedules	provide	a	comprehensive	breakdown	of	lease	payments,	interest	expenses,	and	principal	reductions,	ensuring	compliance	with	ASC	842	and	enhancing	transparency.	At	Netgain	our	mission	is	to	simplify,
standardize,	and	automate	accounting	processes	while	emphasizing	controls	and	auditability.Our	products	are	designed	to	address	the	complexities	of	lease	accounting,	including	lease	amortization	schedules,	and	provide	accountants	with	the	tools	they	need	to	navigate	the	ever-changing	regulatory	landscape.​Watch	a	demo	and	discover	how	you	can
simplify	and	automate	your	complex	accounting	processes.	What	is	a	lease	amortization	schedule?	A	lease	amortization	schedule	is	a	detailed	plan	that	outlines	the	payment	schedule	for	lease	liabilities,	including	principal	and	interest	components,	over	the	life	of	the	lease.	It’s	essential	for	accurate	lease	accounting	and	compliance	with	accounting
standards	like	ASC	842	and	IFRS	16.	How	do	I	use	the	Lease	Amortization	Schedule	Excel	template?	Our	Excel	template	is	designed	to	be	user-friendly.	Simply	input	your	lease	details—such	as	lease	term,	interest	rate,	and	payment	schedule—into	the	designated	fields.	The	template	will	automatically	calculate	lease	liabilities,	interest	expenses,	and
right-of-use	assets	for	each	period.	Why	is	a	Lease	Amortization	Schedule	important	for	lease	accounting?	A	lease	amortization	schedule	is	crucial	for	ensuring	compliance	with	accounting	standards	like	ASC	842	and	IFRS	16.	It	helps	you	accurately	track	lease	liabilities	and	expenses	over	time,	ensuring	that	your	journal	entries	and	financial
statements	reflect	the	true	cost	of	your	leases.	Can	I	use	this	template	for	multiple	leases?	Yes!	Our	lease	amortization	schedule	Excel	template	is	flexible	enough	to	handle	multiple	leases.	You	can	manage	individual	leases	within	the	same	template	or	create	separate	schedules	for	each	lease,	depending	on	your	preference.	If	you	have	10	or	more
leases,	we	recommend	exploring	lease	accounting	software	tools	for	this.


