
















































































Blind Industries and Services of Maryland

Notes to Financial Statements

Note 1. Nature of Activities and Significant Accounting Policies (Continued)

Recently issued accounting pronouncement (adopted): In February 2016, the FASB issued ASC
Topic 842, Leases, to increase transparency and comparability among organizations related to their
leasing arrangements. The update requires lessees to recognize most leases on their statements of
financial position as a right-of-use (ROU) asset representing the right to use an underlying asset and a
lease liability representing the obligation to make lease payments over the lease term, measured on a
discounted basis. Topic 842 also requires additional disclosure of key quantitative and qualitative
information for leasing arrangements. Similar to the previous lease guidance, the update retains a
distinction between finance leases (similar to capital leases in Topic 840, Leases) and operating leases,
with classification affecting the pattern of expense recognition in the statement of activities. BISM adopted
Topic 842 on July 1, 2022, using the optional transition method to the modified retrospective approach,
which eliminates the requirement to restate the prior-period financial statements. Under this transition
provision, BISM has applied Topic 842 to reporting periods beginning on July 1, 2022, while prior periods
continue to be reported and disclosed in accordance with BISM's historical accounting treatment under

ASC Topic 840, Leases.

BISM elected the “package of practical expedients” under the transition guidance within Topic 842, in
which BISM does not reassess (1) the historical lease classification, (2) whether any existing contracts at
transition are or contain leases, or (3) the initial direct costs for any existing leases. BISM has not elected
to adopt the “hindsight” practical expedient and, therefore, will measure the ROU asset and lease liability
using the remaining portion of the lease term upon adoption of ASC 842 on July 1, 2022.

BISM determines if an arrangement is or contains a lease at inception, which is the date on which the
terms of the contract are agreed to, and the agreement creates enforceable rights and obligations. A
contract is or contains a lease when (i) explicitly or implicitly identified assets have been deployed in the
contract and (i) BISM obtains substantially all of the economic benefits from the use of that underlying
asset and directs how and for what purpose the asset is used during the term of the contract. BISM also
considers whether its service arrangements include the right to control the use of an asset.

BISM made an accounting policy election available under Topic 842 not to recognize ROU assets and
lease liabilities for leases with a term of 12 months or less. For all other leases, ROU assets and lease
liabilities are measured based on the present value of future lease payments over the lease term at the
commencement date of the lease (or July 1, 2022, for existing leases upon the adoption of Topic 842).
The ROU assets also include any initial direct costs incurred and lease payments made at or before the
commencement date and are reduced by any lease incentives. To determine the present value of lease
payments, BISM made an accounting policy election available to non-public companies to utilize a risk-
free borrowing rate, which is aligned with the lease term at the lease commencement date (or remaining

term for-leases existing upon the adoption of Topic 842).

Future lease payments may include fixed rent escalation clauses or payments that depend on an index
(such as the consumer price index), which is initially measured using the index or rate at lease
commencement. Subsequent changes of an index and other periodic market-rate adjustments to base
rent are recorded in variable lease expense in the period incurred. Residual value guarantees or
payments for terminating the lease are included in the lease payments only when it is probable they will

be incurred.

BISM has made an accounting policy election to account for lease and non-lease components in its
contracts as a single lease component for its real estate asset class. The non-lease components typically
represent additional services transferred to BISM, such as common area maintenance for real estate,
which are variable in nature and recorded in variable lease expense in the period incurred.
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