
EY Contract Analytics 
for lease accounting 
compliance
Achieving time and cost savings 
through technology innovation

Lease accounting and the new standard
The new Accounting Standards Update (ASU) from the Financial Accounting Standards Board (FASB) will go into effect on 1 January 
2019. Unlike current generally accepted accounting principles (GAAP) — which require only capital leases to be recognized on the 
balance sheet — the new ASU will require recognition of both capital and operating leases. FASB is requiring lessees and lessors to apply a 
modifi ed retrospective approach for leases existing at, or entered into after, the beginning of the earliest period presented in the fi nancial 
statements.  

Signifi cant effort could be required to bring outstanding leases onto the balance sheet. Organizations will need to inventory and categorize 
existing contracts, extract lease data from each record, and load the data into a structured database. Given the potentially high volume of 
contracts and wide variety of forms, types and content, a full manual process is infeasible for many organizations. Moreover, large global 
organizations will also need to contend with contracts in multiple languages. 

How EY can help
EY Contract Analytics harnesses our knowledge in data mining, artifi cial intelligence and document review. We help companies assess, 
abstract, validate and prepare lease data for day one lease accounting and administration. 
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EY | Assurance | Tax | Transactions | Advisory 
About EY
EY is a global leader in assurance, tax, transaction and advisory services. The insights 
and quality services we deliver help build trust and confidence in the capital markets 
and in economies the world over. We develop outstanding leaders who team to deliver 
on our promises to all of our stakeholders. In so doing, we play a critical role in building 
a better working world for our people, for our clients and for our communities.
EY refers to the global organization, and may refer to one or more, of the member 
firms of Ernst & Young Global Limited, each of which is a separate legal entity. Ernst & 
Young Global Limited, a UK company limited by guarantee, does not provide services 
to clients. For more information about our organization, please visit ey.com.

About EY’s Fraud Investigation & Dispute Services 
Dealing with complex issues of fraud, regulatory compliance and business disputes 
can detract from efforts to succeed. Better management of fraud risk and compliance 
exposure is a critical business priority — no matter the size or industry sector. With 
over 4,500 fraud investigation and dispute professionals around the world, we will 
assemble the right multidisciplinary and culturally aligned team to work with you and 
your legal advisors. We work to give you the benefit of our broad sector experience, 
our deep subject matter knowledge and the latest insights from our work worldwide.
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This material has been prepared for general informational purposes only and is not intended to be 
relied upon as accounting, tax or other professional advice. Please refer to your advisors for specific 
advice.
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EY in action
Automation with proper quality control and  
statistical analysis
A large managed health care company sought out EY’s help to 
evaluate whether the service contracts that had not been historically 
accounted as leasing transactions contain leases that are subject to 
the new rule. Since the company does not have a central repository 
of contracts, our team developed an automated approach to identify 
the contracts by annual purchase value using targeted general ledger 
account codes. During the pilot phase of the project, the company 
selected vendors above annual spend of US$500K in one geographic 
region plus a random sample of 25 contracts with purchase value 
ranging from $50K to $500K. EY professionals developed the 
search terms into data mining algorithms on an EY proprietary 
machine learning platform. Our analysis produced a preliminary list 
of contracts that met the search criteria for further analysis of the 
contained embedded leases. This population covered approximately 
57% (by value) of the aggregate purchases made from all vendors for 
this client. 

Accelerating high-volume reviews with analytics
EY was engaged by a multinational tire manufacturer to address its 
enterprise-wide processes and systems impacted by the new lease 
accounting standards. The magnitude of the contracts involved had 
proven a pressing need to alleviate the manufacturer’s reliance on 
manual review — a task that would require up to an estimated 40,000 
man hours — and to reduce risks for error. Our team designed a data 
abstraction approach using Optical Character Recognition. This 
approach automated the transfer of up to 80% of the company’s hard-
copy lease documentation into a structured database. The team also 
helped obtain the remaining data to perform the calculations required 
through manual review.  

Key features of our services
Automation through artificial intelligence 
• We integrate technology-assisted review and advanced analytics 

techniques into our technology and workflow. We can automatically 
process contracts in more than 70 languages. 

Time, cost and resource efficiency
• We help organizations process large amounts of data by leveraging 

guided automation. This helps them find relevant information 
quickly, saving them time and money. 

Human-driven computing that enhances quality
• We closely collaborate with organizations to fine-tune the 

algorithms we use, verifying automated results and transitioning 
to full automation when the quality of the results reaches client-set 
levels.

Experienced global team 
• Our team consists of project managers, data scientists, linguists and 

document reviewers who are accustomed to working on complex 
global compliance matters. For global engagements, we can quickly 
mobilize local multilingual resources in all major geographies.

Extensive data output 
• By adjusting our extraction algorithms, we can retrieve additional 

data points for other compliance, legal or procurement purposes.

Our services include:
• Contract categorization and automation using data mining 

tools

• Extraction of lease data using machine learning technologies

• Develop custom technology-assisted review workflows to 
support automated document review


