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In December 2020, the North Carolina State and Local Government Finance Division (SLGFD) issued
Memorandum #2021-05 — GASB Statement No. 87, Leases, Part 1. This new memorandum builds on the
information provided in Memorandum #2021-05, which focused primarily on various policy and planning aspects
associated with the lease guidance provided by Governmental Accounting Standards Board (GASB) Statement
No. 87, Leases. This memorandum focuses on the implementation of GASB 87, both from a lessee and lessor
perspective. To assist NC local governments with implementing GASB 87, the SLGFD has developed some
tools that will help local governments post various transactions in the general ledger. The tool assumes that all
the up-front work of decisioning a contract or agreement have been completed, and you have identified the
population of agreements that meet the definition of a lease in GASB 87. With those decisions made, then local
governments are ready to begin using these reporting tools.

Decisioning a Contract or Agreement

As discussed in Memorandum #2021-05 — GASB Statement No. 87, Leases, Part 1, local governments will need
to gather the entire population of agreements, contracts and existing leases and review them for the lease criteria
in GASB 87. The local government and their auditors will need to answer some of the following questions
although this is not an exhaustive list.

What is the lease term of the document, per the GASB 87 lease term guidance?
Is this agreement an exchange or exchange-like transaction?

Do any of the lease exceptions in GASB 87 apply to this agreement?

What is the discount rate for this agreement?

What variable and non-lease costs are included in this agreement that are not part of the lease expense?
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GASB 87 - Excel Templates

There are two GASB 87 Excel templates — one for lessees and one for lessors. The template is intended to be
used in a one-to-one relationship with each agreement. That is, a local governmental unit with five lease
agreements will need to download and complete five different workbooks, one for each of the agreements.
Together, all the agreements will provide the entries that are needed for the GASB 87 lease journal entries in
the initial year of implementation.

The templates are designed such that the user completes a questionnaire on the “Questionnaire” tab and
payment schedules on the “Calculations” tab. After completion, the templates provide suggested journal entries
for year one of implementation. The user and his or her auditor should review all entries provided by the
templates and adjust them as needed to accommodate the specific circumstances of each of the lease
agreements. For example, the templates charge all variable and non-lease lease related payments for excess
use or for insurance or repairs and maintenance to an expense or revenue account in the month of the payment
— the user may deem it necessary to charge the payment to an asset or liability account and amortize over a
period of time greater than one month.

Following are brief walk-throughs of both the lessee and lessor GASB 87 Excel templates.

Lessee GASB 87 Excel Template Walkthrough

One GASB 87 Excel template should be completed for each agreement that meets the requirements reported
under GASB 87.

Step 1 - Complete the Initial Section of the Lease Questionnaire tab.

Hlustration # 1

Leaze Cluestionnaire

SavindBicoh | oo Enter brict dezcription of lease

1 Lease Description [ie. "Office Lease”, "Equipment Lease”, ete.] C2500 Copicr

2 "What iz your fizcal year end¥ BI50/2022 | <7 Select from dropdown list

3 Beginning Leaze Date 2M1112021| << Enter beginning leaze date

4 'wWaz the lease in place prior to the first gear of GAZE ST implementation? | << Formula driven by prior responses

5 Prior fizeal wear end For leaze restakement under GAZE 37 EI30/2021| << Formula driven by prior rezpanses

& Ending Leaze Date SMO/2026] << Enter ending leaze date

T First Leaze Pagment Dus Dake ondafte THI2021 THOA2021| << Enter the First leaze papment due date after the date indicated
& Last Lease Payment Due Date SHO0M2026| << Enter the last lease payment due dake in the lease kerm

3 “What iz the leaze payment Frequency [monthly, quarterly, annually]® Ponthly| << Select from dropdown list
10 Are there any leaze prepayments to be applicd to future monthz? M| << Select from dropdown list

1 MA < Leave Blank
12 Are there additianal delivery and installation costs azsaciated with the leased asset? M| << Zelect fram drapdawn list
13 WA 44 Leave Blank
14 Was g lease incenkive received at or befors the commencement of the leaze? M| << Select from dropdawn list
15 WA <% Leave Blank
<4 Uze the annual discount rake staked in lease if available, okherwize
uze the internal rake of repurn for the leage, IF the inkernal rate of return
cannat be determined, use the arganization’s annual incremental

16 what iz the annual discount rake for the lease at Tiznz1 46.z5 | Borrowing rate [See GASE B2 paragraphs 183-154)
1T Prior o GAZE &7, is thiz leaze an operating or capital lease? Operating| << Zelect from dropdown list

1. Lease Description — Enter a description of the leased asset. This information is not required to be
completed for the template to function, but completion is recommended for the user’'s documentation
purposes. Units might consider using chart of account codes or document numbers here that correspond
to information in the financial system to help you reconcile the Excel templates to system reports.

2. Fiscal Year End — Select the organization’s fiscal year end from the dropdown list provided in the cell.
The choices provided are 6/30/2022, 9/30/2022, 12/31/2022, and 3/31/2023.

3. Beginning Lease Date — enter the beginning lease date in MM/DD/YYYY format. Consult GASB 87 as
needed. For example, rent holidays at the beginning of the lease term should be excluded from the lease
term per GASB 87.
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11.

12.

13.

14.

15.

16.

17.

Was the lease in place prior to the first year of GASB 87 implementation? — Item is formula driven based
on beginning lease date. No user participation needed.

Prior fiscal year end for lease restatement under GASB 87 — Item is formula driven based on beginning
lease date. No user participation needed.

Ending Lease Date — Enter the ending lease date in MM/DD/YYYY format, using GASB 87 guidance as
needed. For example, an optional lease extension period should be included in the lease term if the
extension is reasonably certain to be exercised.

First Lease Payment - Enter the first lease payment due date that occurs after the date indicated in the
Excel tool. The implementation date of the lease is 7/1/2021 in the example provided.

Last Lease Payment - Enter the last lease payment due date in the lease term.

Lease Payment Frequency — Select “Monthly”, “Quarterly”, or “Annually” from the dropdown list.

. Prepayments — If a prepayment was made for a future month, then select “Y” from the dropdown,

otherwise select “N”. This would include deposits that are not returned.

Prepayment Amount — This line displays as “NA” unless “Y” is selected in #10 above. If there are
prepayments or deposits, enter the amount.

Delivery and Installation Costs — If there are delivery and installation costs associated with the leased
asset, then select “Y” from the dropdown list, otherwise select “N”.

Delivery and Installation Amount - This line displays as “NA” unless “Y” is selected in #12 above. If there
are delivery and installation costs, enter the amount.

Lease Incentive — If a lease incentive was received at or prior to lease commencement, then select “Y”
from the dropdown list, otherwise select “N”. Incentives during the lease term, such as rent holidays,
would not be included.

Lease Incentive Amount - This line displays as “NA” unless “Y” is selected in #14 above. If lease
incentives were received, enter the amount.

Discount Rate — Enter the discount rate stated in the lease agreement, if applicable. Many lease
agreements will not state a discount rate. If there is not a discount rate provided in the lease, then
determine the internal rate of return for the lease and enter that rate. If there is not enough information
provided to determine the internal rate of return, then enter the organization’s incremental borrowing rate.
Refer to GASB 62 paragraphs 183-184 as needed to guide you in determining the rate to use. Market
interest rates for loans for similar assets, the organization’s bond rates, or the organization’s bank
borrowing rates may be used as a baseline discount rate. Adjustments may be needed for the length of
the lease term, the type of asset, etc. Units might need to discuss some of these calculations with their
auditors.

Operating vs. Capital — This line is “NA” if the beginning lease date occurs after the beginning of the first
year of GASB 87 implementation. If the lease start date is prior to GASB 87 implementation, then select
“Operating” or “Capital” from the dropdown list.
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Step 2 — Complete the second Section of the Lease Questionnaire (Questions #18-20) if the lease is a capital
lease and also begins in a prior year (The answer in Question #4 is “Y”). Otherwise, this section will all default

to “NA”. Fill in the data for the dates indicated for the fields shown. See illustrations below:

lllustration # 2 — No restatement is needed because beginning lease date is during the current fiscal year that

GASB 87 is implemented. Answer to Question #4 is “N”. All fields are “NA”.

2 "what iz your fizcal year end ¥
3 Beginning Lease Date
4 waz the leaze in place prior to the first year of GAZE &7 implementation?

EfF0i2naz

2Mianaz

B Prior Nscal jear end Tof 1ease 1eStateMent UNGer 1 Aeks o1

M
e

<< Formla driven
<4 Formula driven

& Ending Lease Date SH0M2026 | << Enter ending les
T First Leage Payment Due Date onfafte 2112022 THOM2021[ << Enter the first I
& Last Lease Payment Due Date SHOM2026| << Enter the lask e
3 “What iz the lease pagment frequency (monthly, quarterly, annoally)? Panthly| << Select from dra
10 Are there any leaze prepayments to be applied bo future months? M| <4 Felect from dro
1 Ma 44 Leave Blank
12 Are there additional delivery and installation costs associated with the leased asset? M| << Zelect from dro
135 WA 44 Leave Blank
14 “Was alease incentive received at or before the commencement of the lease? M| < Zelect from dra
15 A <4 Leave Blank

<4 lze the annual «
use the internal rate
cannet be determine

46, 2% | Borrowing rate [T

16 “What iz the annual dizcount rate For the leaze at TH20

T MA Opoerating| << Leave Blank
L AT LR L 11 W = = o e ) R T

15 U - 44 Leawe Blank

13 L E - << Leave Blank

20 Ml - 44 Leaye Blank

lllustration #3 — A restatement is provided for a capital lease reported in the prior year. Questions #18-20
prior year balances related to the capital lease will be needed to complete the restatement information.

FAVINCHISONR 44 Enter bricf dezcription of lease

AN - ki e o) e L1 T Fatl et ol md
2 What iz wour fiscal year end? BiE0M2022 Eeleck from dropdown list
3| Beginning Leaze Date 2112013 Enter beginning lease date

Formula driven by prior respaons:

4wz the lease in place prior to the first gear of GAZE &7 implementation? A
ErorolaT] o< Formula driven by priar respons:

g Frlor I5ICQI wear Ql'la =0 O r-::EaEcmenE unacr EHEE ol

& Ending Lease Date SH2026 | << Enter ending lease dake

T First Lease Pagment Due Diake ondafte THA2021 THON2021| << Enter the First leaze payment dus
& Last Lease Pagment Due Date SM2026 | << Enker the last leaze payment dus
3 What is the lease payment frequency [monthly, quarterly, annually Mlonthly [ << Select from dropdaown list
A0 Are there any lease prepagments to be applied ta future months? M| << Zelect from dropdown lisk

1 WA << Leave Blank
12 Are there additional delivery and installation costs associated with the leased asset? M| << Felect from dropdown list
15 WA <« Leave Blank
14 ‘w'az 3 lease incentive received at or before the commencement of the leaze® M| << Felect from dropdeown list

15 MA 44 Leave Blank

<< Uze the annual dizcount rate stak
uze the inkernal rake of return for the |
cannot be dekermined, use the argani
borrowing rate [Fee GAZE 62 parag

L0 4625
Capital| << a\:lcct from dropdaown lisk

1T Pricr bo GAZE 57, iz thiz lease an aperating ar capital lease?

i = =

F — = e F
13 Azsek under capital leaze at BrE0N2021 - < Enter Amount
13 Accumulated depreciation for asset under capital lease ak GrE0f2021 - <@Enter Amount A% & MEGATIVE
20 Dicbt pagable for capital lease at 65002021 - <JEnter Amount A% & MEGATIVE
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lllustration #4 — An example of a real-life operating lease for a copier is included in Addendum 1 with the
completed lease questionnaire. The lease used in this illustration was effective prior to GASB 87 implementation.
See Addendum 1 — Copier Lease that is included with this memorandum. It is redacted as needed to protect
proprietary vendor information.

FavinfRicoh | oo Enter bricf dezcription of lease

1 Lease Dezcription [ie. "OFfice Leaze”, "Equipment Lease”, etel] C2500 Copier

2 "what iz wour fizcal year end® BI30M2022 | << Zelect from dropdown list

3 Beginning Leaze Date 2N2021| << Enter beginning leaze date

4 'was the lease in place prior to the first gear of GASE &7 implementation? | << Farmula driven by prior respanses

5 Prior fizcal year end For leaze restakement under GASE &7 EI302021( << Formula driven by prior respanses

& Ending Lease Date 51002026 << Enter ending lease dake

T First Leaze Pagment Due Date onfafte THI2021 THO2021| << Enker the first lease payment due date after the dake indicated

& Last Lease Payment Due Date SM0A2026| <4 Enker the last lease payment due date in the leaze berm

3 “hat iz the lease payment frequency [monthly, quarterly, annually]? Monthly [ << Seleck from dropdoswn list

10 Are thers any leaze prepayments ko be applied b Future months ¥ M| <4 Feleck from dropdown list

11 NA <4 Leave Elank

12 Are there additional delivery and installation costs aszociated with the leazed azset? M| <4 Feleck from dropdown list

15 NA <4 Leave Elank

14 Waz 3 leass incentive received ab or befors the commencement of the lease® M| << Zelect From dropdown list

15 MA <4 Leave Blank

44 Usze the annual dizcount rake stated in lease iF available, otherwize
usi the inkernal rake of return for the leaze. IF the inkernal rate of return
cannok be determined, use the organization's annual incremental

16 wWhat iz the annual discount rate far the leaze at TH2021 46,z | Borrowing rate [See GASE 62 paragraphs 133-154]

17 Prior ko GASE &7, i thiz lease an operating or capital lease? Operating| << Seleck from dropdeswn list

Complete the pricr FYE financial infarmation for the lease [(ENTER CREDIT AROUNT Z A% NEGATIVE ARMOUNT 2):

15 P& - <4 Leave Blank

13 M - <4 Leave Elank
20 P& - <4 Leave Blank

The lease in the addendum does not contain several key information points that were needed to complete the
above questions.

The lease does not have a stated discount interest rate; therefore, we attempted to determine an internal rate of
return to impute the lessor’s implied lending rate. To determine the internal rate of return, we obtained a market
value quote for the equipment. We also determined the amount of the monthly lease payment that is attributable
to the equipment by estimating the amount of the monthly payment attributable to usage and deducting that
amount from the total. Much of this information will have to be obtained from the lessor or other parties if it is
not available in the lease.

The steps used to calculate the monthly payment attributable to usage is below. For your information, we
included quote screenshots for equipment purchases and an excerpt of the lease terms from the lease
agreement.

221.54

% Monthly payment

Estimated monthly usage included in payment:
B&W overage rate per shag

(24.75)

Ricoh IM r
C2500 Color...  r
$4,196.00 H
Copyfaxes F
Free shipping | C

F3

RHL Y QUIEUUIE A L DTS BUECAEV DIING JUeUUIC

TERM AND PAYMENT INEORMATION S i -
es lax, altach your certiicale. “plus applical

R\co-h. \M. ) i Th:: ment (Payment’) peded s monlhly unless othervise Indicated.

C2500 Color.. ¢ Paymgnt includes BRW pages per month Overages blled manthly atS Qf 6‘5 per B&W page’
$4,188.88 $ Payment includes : !é D Color pages per month Overagesbiled monthly at § ! Oﬂ_jaﬂ per Color page’
;E‘n:zthe i:f;z;[ E By Inuating here, you agree that and supplies are ot Inthis and Paragraph 13 shail not apply to this Agreement.
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Since we know the market value of the equipment (We used $4,196 from the two quotes provided, which are
materially the same.) and the amount of the monthly lease payment attributable to the equipment ($178.09), we
can schedule out the cash flows for the 63 monthly payments. Use the Excel IRR function to determine a monthly
discount rate of 3.85%, which equates to an annual discount rate of 46.22%. This is a very high discount rate.
We would not expect discount rates to be this high, but we are showing this particular lease as an example to
emphasize to lessees the need to examine lease terms and resulting implied discount rates prior to entering into
a lease. (Note: The Excel XIRR function may also be used to impute the lender’s implied lending rate. The rates
imputed using the IRR and XIRR functions will be similar, but not identical.)

~7 Je =IRR({B4:B67,0.12)

A B C D E

monthly rate  annual rate
3.85% 46.22%

(4,196.00) value of equipment

1 178.09 63 monthly payments
2 178.09
3 178.09
4 178.09
5 178.09
7] 178.09
7 178.09
2] 178.09
9 178.09
10 178.09
11 178.09

-
a

4770 M

If we had been unable to develop an internal rate of return, we would have needed to determine our incremental
borrowing rate to use as the discount rate. To determine an incremental borrowing rate, units might contact their
primary banker to determine what terms would be offered for the similar circumstance (For example, an
equipment loan that is payable over 5 years) or they may use interest rates from other similar financings.

In addition, the first and last lease payment dates, as well as the beginning and ending lease dates are not
provided in the agreement; however, we know these dates based on our interactions with the lessor and the
invoices we have paid thus far for the copier lease.Although the operating lease in this example began prior to
the GASB 87 implementation, we do not need to provide any prior year information as there are typically no
balances associated with operating leases, just rent expenditures/outflows.
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Step 3 — With all the required information entered into the lease questionnaire, then move to complete the
Lessee Calculations information on the Lessee Calculations tab. Fill in the estimated payment amounts in the
red-highlighted column "INPUT Expected Scheduled Payment Amount net of any Lease Incentive". The
amounts entered in this column should only include the amount attributable to the asset being leased
(not the usage or non-lease components)! In the copier example, that is the $178.09 calculated in this
memorandum. The Monthly Payment Dates will automatically populate based on questionnaire responses.
There should be a payment amount provided for each date. If on a particular date, the payment is $0, then enter
“0” for that amount and disregard the warning message. Do not include prepayments that were included in
questions 10 and 11 of the questionnaire. The amounts input should be what is known at the later of lease
inception or lease restatement date. See GASB 87 paragraph 21 for more information.

lllustration #5 — lllustration below is before Step 3 completion, with warning messages.

Dlicount rate 4672
Ei=qinning measurement date 2021 P Calz 2z of
Implementation FYE BIE00z2022 Tz0z1
Ending lease date SM0N2026 - = Beginning Lease Liability
First Payment in measurement period THDZO21 - Prepauments, installation and delivery costs net of lez
Last Payment SM0IZ026 - = Beginning Lease Asset
Espected!Base Lease Payments and Lease Liability
INPUT
Expected
Scheduled
Payment

Amount net of
any Lease
Incentive

linclude asset

component, do

not include Begaf Principal Erdof
usagelother Manth [Reductionlin|  Manth
Payment Date components) ‘wlarnings Py Principal Interest crease Principal

u] THOzO021 ““warning - no - - - - -
1 SH0z021 ““warning - no - - - - -
2 Sn0z2021 ““warning - no - - - - -
3 012021 ““warning - no - - - - -
4 2021 “"warning - no - - - - -

lllustration #6 - After the successful completion of Step 3, with lease liability and asset calculations presented.
Notice that the warning messages have been remedied.

Discount rate 46,22
Beginning measurement date Tz2024 PV Calc as of
Implementation F+'E BI30Iz2022 20
Ending lease date SM0IZ026 4 285.37 = Beginning Lease Liability
First Payment in measurement period TANZ021 - Prepayments, installation and delivery costs net of lease
Last Payment S5M0I2026 4_285.37 = Beginning Lease Asset
Erpected!Base Lease Payments and Lease Liability
INPUT
Expected
Scheduled
Payment
Amount net of
any Lease

Incentive
[include asset
component, do

not include Beqaf Principal Ernd of
usagelother Month [Feduction]ln Month
Payment Date components) ‘wlarnings Py Principal Imterest crease Principal

u] 02021 175.03 175.03 4,285.37 - 1175.09) 410725
1 gi0iz0z21 175.03 17145 4,107.26 158.20 (13.53) 4.087.33
z 3012021 175.03 165.12 4,057.33 157.43 (20.66)  4.066.74
3 10102021 175.03 153.00 4,066 74 156. 64 (£1.45] 404525
4 TH0iz0z1 175.03 15310 4,045 25 15551 (£2.283) d.023.00
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Step 4 — Also on the Lessee Calculations tab, fill in the actual payment amounts in the red-highlighted column
"INPUT Actual Scheduled Payment Amount net of Lease Incentives". These are actual amounts, so only
amounts through the end of the current fiscal year will be populated. Generally, these amounts will be the same
as those entered in Step 3. If the expected scheduled amount entered in Step 3 includes an expected increase
based upon a future index rate, then an index rate change may cause a difference between the amounts entered
in Step 3 and Step 4. There should be no warning messages in the adjacent column to the right when complete.

Step 5 — Continuing on the Lessee Calculations tab, enter any additional payments that were made that were
related to the lease during the year. Such payments could be for the base usage component, overage usage
payments, insurance, property tax, etc. Contingent and variable lease incentives would also be included in this
column. In the provided example, the base usage component of the monthly payment of $43.45 ($24.75 for
B&W sheet + $18.70 color sheet) was provided in lllustration #4. See GASB 87, paragraph 22 for more
information.

lllustration #7 — After Step 4 and Step 5 are completed, the actual payment information through the end of the
current year; the resulting adjustment to lease expense; and lease asset amortization are displayed as presented
below in lllustration #7.

.......................... s renae = o
Actual Lease Payments and Adjustments ko Amortization Expense Lease Asset Amortization
Add’l Usaged
Insuramcef Ok
her Pagments
For Lease
[those
INFUT decmed mot
Actual unreasonable
Scheduled Difference | ) met of anp
Pagment Eictween Contingent
Amount net Actual and | amd ¥Wariable Bieginning
of Lease Expected Lease Total Actual Adjustment ko Leaze Aszet Ending Lease
Payment Dake Incentive Input Errars Rent Incentires Papment Lease Expense Periad Ealance Ameortization | Aszet Balance
2021 175.03 - 4345 22154 4345 o202 428537 T2.63 421274
aM0i2021 175.03 - 4345 22154 4345 | 421274 T2.63 4,1401
annian21 175.03 - 4345 22154 4345 a2 41401 T2.63 406747
0M0/2021 175.03 - 4345 22154 4345 10M0/2029 406747 T2.63 399454
nH0f2021 175.03 - 4345 22154 4345 o202 399454 T2.63 3a22.21
12M0/2021 175.03 - 4345 22154 4345 2HM0/202 a2 T2.63 354257
Horanzz 175.03 - 4345 22154 4345 o202z 354357 T2.63 307694
21nre0z2 175.03 - 4345 22154 4345 21or20z2 377694 T2.63 370431
IMnranzz 175.03 - 4345 22154 4345 IMoranza 37043 T2.63 FIEIET
4Mnranzz 175.03 - 4345 22154 4345 4Mnranza 36IET T2.63 355304
sHor20z2 175.03 - 4345 22154 4345 sHofa0z2 355304 T2.63 345641

eHof20z2 175.03 - 4545 221.54 45.45 BH0f2022 346641 T2.63 41377
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Step 6 - Review the resulting journal entries on the Lessee 1%t Year Adjusting Journal Entries (AJEs) tab. Make
modifications to the resulting entries as necessary.

lHlustration #8 — Lessee 15t Year AJEs tab details Year 1 entries in lllustration #8.

| General Fund | | Conversion to Governmental Activities |
Month-End for JE DR CR DR CR
TIZNW2021 Capital Outlay 4,285.37 Lease Azset 4,285.37
Other Financing Source 4,205,327 Other Financing Source 428637
Cumulative Effect FFA - Lease Liability 4,205,327
Capital Outlay 4,205,327
T rEC T ST G SR S TEm ST - 4 T e ArEm T G SR S T STt - 4
Aease was emered MG i & foice fenicd! this ol i A Segme et emaned i i & micr meciod dhis JE s Al e
SRS S S A e e i e ST S e Areemiice o dease Ir recarded i the SIS i e pior
S e pes Hewad year
TI3N2021 Debt Service Expenditure - Principal 178.09 Lease Liability 178.09

Debt Service Expenditure - Inkerest Interest Expense
Cash 178.09 DOebt Service Expenditure - Principal 178.09

Dbt Service Expenditure - Interest
T S RS TR ST ISR T
Fi3nzo Amortization Expense Lease Asset T2.63
Mo Entry Accumulated amortization - lease asset T2E3

SO A GRE SRE ST S

TEIN2021 Rental Expenditure Expense 4345
Cash 43.45 M= Entry
e Haniable et enmense
I Activities | | Governmental Activities |
DR CR DR CR
428837 Lease Aszet 4,285.37
428537 Lease Liability 4,288.37
428637 Cazh -
428637

Tt e SRS G S S e ST - fane A
ST A A S e i, B WS A ety G s i
FECCFET AT (e ST LS A e S S e

178.09 Lease Liability 175.09
- Interest Expense-37 -
Principal 17804 Cazh 17804
Interest -
ST G S TRETT
T2.E3 Lease Amortization Expense T2.63
1- lease asset T2.E3 Accumulated amortization - lease asset T2.63

e leane socel amoriiatios
Wariable Rental expense - 87 43.45
Cash 43.45

STECRIT S e ERREREE
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Step 7 — Review the Trial Balance Crosswalk tab ending balances for appropriateness. Lease Asset less
Accumulated Amortization, and Lease Liability mounts should tie back to the amortization schedules on the
Lessee/Lessor Calculations tab. The Cash credit amount represents all lease payments made during the year.

lllustration #9 — Trial Balance Crosswalk tab showing lease-related balances prior to Year 1, Year 1 entry
totals by account and after Year 1.

6302021 Gla0f2022
Eetare Ist'ear Ist'ear Ending
Restatement Debits Credits Balance
AszetsiLiabilities
Cash - 2.655.485 [2.655.48]
Leaze Aszet - d,285 37 - d,285 37
Accumulated amortization - lease asset - - G760 [G71.60)

Aszetunder Capital Lease - - - -
Accumulated Depreciation - Aszet under Capital Leas - - - -
Lease Liability - 4d4 29 4,285 37 [3.841.08)
Debt Payable under Capital Lease - - - -
Cumulative Effect PPA - - - -

InflowsfOutflows|Revenues/Expenses)

Lease Amortization Expense 87160 - 87160
Interest Expensze-27 1.692.73 - 1.692.73
\Variable Rental expensze - 87 52140 - 52140

7.815.46 T.815.46

Recommendation — In order to gain comfort with your understanding of the Excel template process, you
can enter the information from this copier example into a blank template (complete the Questionnaire tab
and payment columns on the Calculations tab), then compare the resulting TB Crosswalk to the above.

Lessor GASB 87 Excel Template Walkthrough

With only a few exceptions, the lessor template is identical to the lessee template and the above steps are also
applicable to the lessor template. The resulting journal entries are different for lessors than for lessees and these
differences are reflected in the journal entry tabs.

There are additional questions in the Lease Questionnaire related to capital assets on the lessor template. The
fixed asset questions are only applicable for capital leases in place before GASB 87 implementation. With the
implementation of GASB 87, the lessor will no longer remove leased assets from the balance sheet. Instead,
the lessor will continue to amortize the capital asset being leased. There is also a capital asset depreciation
schedule included on the Lessor Calculations tab. The template is not intended to serve as a replacement
for the organization’s capital asset system. The capital asset information is included in the template to
demonstrate to lessors that the underlying capital asset should continue to be included in their financial
statements.

Multiple Component Leases, Lease Modifications, Terminations and Remeasurements

If a lease involves multiple underlying assets, lessees and lessors may need to account for each underlying
asset as a separate lease contract (see GASB 87 paragraphs 63-68). In this circumstance, a separate lease
template should be prepared for each lease component.
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If, after the initial recording of a lease under GASB 87, the lease is modified, terminated or partially terminated
(see GASB 87 paragraphs 71-79 for qualifying modifications), the lessee and lessor will need to remeasure the
lease liability and lease asset (lease receivable and deferred inflow of resources for lessors) during the
accounting period of modification/termination/partial termination. In some cases, the discount rate also will be
modified. A separate lease template should be used to perform the remeasurement. The existing lease balances
should then be adjusted to the new modified balances, with any difference being posted to a gain or loss account.

In conclusion, you can use the GASB 87 Excel tools when performing your GASB 87 calculations. Prior to using
the tools, you should have identified all leases which are in-scope for GASB 87 reporting and you should be
familiar with the reporting requirements of GASB 87. This memo is provided as a guide to the GASB 87 Excel
tools. If you have further questions in this memorandum, please contact a staff member of the State and Local
Government Finance Division staff at 919-814-4300.
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Addendum #1

The screenshot below is a redacted version of a lease agreement for a Ricoh/Savin copier that is used as an
example on page 5 of this memorandum. Note: This example includes a calculated annual discount rate that
we would not expect to see.

AGREEMENT ND.

KT FIAMCED

UMOER THEE
HAKEMO DL
mﬂ C;gw BERLAL N, BTARNING METER mnséuw

ojoooojo|joa

0 Sen siimed Bcheduln A [ S atischad Bi¥ng Schedue

TERM AND PAYMENT INFORMATION
Paymanis* of 3

Tha papmnd CPemenl’) pedod s menmmlm ey irdlaated.

Payment isciudes :iﬂf h‘ ! BV pages par month Overages biled monthiy at§ t!tﬁ per BESY page”

Payment lacludes &'SE Ceslar pagss par marth Ovaragas blled monthly al § L Eﬁ 5:'_ par Oolor pags’

By keiidsling hue, you agree thot mahiznance and suppies ars poliscuded in ihs Agreemest and Paragrps 13 shal nat apply w0 his Agreement.

¥ e e revmp] o salen law, aiash youv ouiealy, “pl apaTEa e hiees

dmuwldmllll optians, whikdh jou mmay exasciss ol iha ead of the e, pevided a) po sl of detaut usder s Agranmenl has oscurmad and fs eentinuleg, 1 ne b ls
dm\ MMMHM‘I il B pouir el o] Do pllan, Pl Misio Vakos mssds e valus of e Bquizmant In santbusd use.
g mul i P W arket Vs, i A er b e B Custnamass irs
Purehain nﬂ'h B b BA.09, Al tha nad of Lha |, B 10 e wrannlee 1 paus, AB I8, VWHETDE IS, wilk o vl s of way Mrel Cusiomars idale

Upon acceptance of the Equipment, THES AGREEMENT IS KONCANCELABLE, IRREVOGABLE AND CANNOT BE TERMINATED.
ACCFETANCRE

02-11-2021

ER ACCEPTANCE

WEIWWMLILUWDH ALTHERTICATING AN ELECTRONI AECORD HEREOP, YOU CEETIFY THAT YOL HAVE REVIEWED AND < AGREE TO ALL TERNS AND COMOIMONS OF
BT O TIRS

TERME ANL CONI 1
gt [ el pressbor pparnied Feveln or piachid ® eitls drd aey aed il
uﬂhmmm-?ﬂm mmmnm-n mfmﬂnm
Iﬂmﬁ.lhr mlnmhﬂ:w-ﬂ -qunﬂul
Viwd et e o 6l Lng ed 5N bl unm-mm umm-nw
A R 1 A b it 1 4t 8
IR A LTS 118 PR 19 ELRI Y A LY B e L
ok B Dn;h.ﬂmh.t ﬂﬂl\:fmhhm-m “"Hm el
Dl asd By CuaDaie. ¥ ey prosislan of s Mg eemntls destwed wisakmrabie, eslalony
umwu-ndumﬂm m"mumumhnudmuuumm:mwh

Pagh 01

i ol Fpice wd



