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About This Guide

This document is intended to accompany the June 2016 release of IBM TRIRIGA, which introduces
additional support for the new FASB-IASB standards. The document provides basic information for
working with the new standard for Lease Accounting, and will be updated as additional feedback
comes in. Please contact Kate Agena at agena@us.ibm.com if you have additional topics you would
like to see added to this document.

Intended Audience

This book is intended for existing users of IBM TRIRIGA Lease Accounting who are interested in the
changes made to support the new FASB-IASB standards.

Support

IBM Software Support provides assistance with product defects, answering FAQs, and performing
rediscovery. View the IBM Software Support site at www.ibm.com/support.



mailto:agena@us.ibm.com
http://www.ibm.com/support

1. Background

IBM TRIRIGA’s lease accounting capabilities continue to grow with the introduction of support for
the FASB-IASB standards published in 2016. In 2011, TRIRIGA introduced compliance with the 2010
FASB-IASB Exposure Draft (Topic 840), including impact reports, periodic assumption reviews, and
support for asset leases. In 2012, international support for current standards were added, including
IFRS (IAS 17) and the addition of US GAAP (FAS 13) support for asset leases.

In TRIRIGA releases from 2012 to 2014, lease accounting capabilities were enhanced further to
capture accounting data by fiscal period including restatement when amending a lease, payments
in-advance or payment in-arrears abilities, alignment of data for ERP Integration & Journal Entry
extensions, and further support for residual value, indexed rent, and Tl (Tenant Incentive)
schedules. Compliance with the 2013 FASB-IASB Exposure Draft, including new Finance (Type A)
and Operating (Type B) schedules as well as impact report updates were completed in 2013. In
2015, more lease accounting enhancements where added to TRIRIGA, such as support for retail
fiscal calendars (i.e. 445 and 454) and improvements were made to data migration efficiencies,
such as liability carryovers. All changes and new features were generally applied to both Real
Estate Lease and Asset Lease processes in TRIRIGA.

Now, with the release of version 10.5.1, IBM TRIRIGA Real Estate Manager lease accounting is
enhanced to accelerate compliance with the final lease accounting standards announced by FASB in
February 2016 and IASB in January 2016. The TRIRIGA Real Estate Manager uses the finalized
standard to automate the classification of asset and real estate leases as Finance (known as Type A
leases in proposed versions of the standard) and Operating (Type B), then to manage the
amortization and payment schedules for each type. When an organization establishes their updated
lease accounting policy, adoption period, and two-year look-back period, TRIRIGA Real Estate
Manager can retroactively calculate the schedules for the look-back period as defined by the
standard, if required. For multinational organizations, it provides both financial and operating
schedules to comply with corporate accounting requirements and local lease reporting
requirements. The TRIRIGA Real Estate Manager provides automated workflows for the full lifecycle
of adoption of the standard - from early adoption through lease amendments, reassessments and
modifications.

The following is a summary list of lease accounting enhancements in support of recently
approved FASB-IASB lease accounting standards:

e Lease classification Type A and Type B are changed to Finance and Operating

e Lease treatment calculations are updated and an override feature is added from Operating to
Finance for FASB

IFRS re-measurement logic is added

Review assumptions are enhanced for fair market value

Finance/operating schedule calculations are updated

Finance/operating schedules are enhanced for retail calendars

Initial Adoption, Look Back Period support, and a new Copy & Link feature are added
Multinational leases are supported

Metric reports and charts are enhanced

Future releases will build expanded Analytics and Internet of Things (loT) capabilities, such as
predictive cost analytics, perceptive lease abstraction, presence insights to help user’s make
informed lease decisions and to give landlords expanded capabilities.



2. Overview of Lease Accounting changes

Changes in IBM TRIRIGA to support the final FASB-IASB standards impact setup, lease classification,
schedule calculations, review assumptions, and bulk review assumptions. This section provides an

overview of these changes.

Changes to setup

Existing users may notice the following new fields in the Application Settings, as seen in the screen
that follows the lists. These settings are described further in the Application Setup section of this

document.

In the Accounting Standards section:

e Days to Consider for Accounting Period Close
e Accounting Live?

In the New Standard Adoption section:

e Adoption Fiscal Period
e Look Back Fiscal Period
e Apply Start Date To Impact Reports
e Lease Transition Relief
e Lease Transition Disclosure
Huemr + Tools + System Setup + Genoral + Application Settings = Prine ' Open In New Window ] Add to Bookmades  J| My Baokmarks
= £ nental Setting Settings L ntig Settings Moy e . anagrreeei Settivgs  Real Eutate Management Seuting, Reserot R San B Cloks
ol): TRIBIGA Lease Accounting Settings e used for payment schadule, lease assumption, and amartization default values in TRIRIGA Real Estate Lease and Assat Lease functionalit
= Review Assumptions Defaults
Assumptions Review Period 3 Months Mo
= Borrow Rate & % Growth Assumption Defaults = Rent Component Assumption Defaults
Incremental Borrowing Rate 3 percent % Is Maintenance 0 percent
Index Growth % 0 percent %lsTax 0 percent
FMRY Growth % 0 percent % ks Other 0 percent
% |z Baze Rent 100 percent
= Amartization Defaults
Paricds per Year 12 Extend Rent Payments for Likely Term

= Payment Schedule Settings

Time Zone uzed to calculate contract payment schedule SYSTEM v

Set paid and active PLIs to zero on Void, Remove, or Terminate

= Accounting Standards

Default Accounting Standard GAAP (FASH)
Het Rent Basiz 10 Day Basis Lo
Days to Consider for Accounting Period Close 0

= MNew Standard Adoption

Accounting Calendar Standard Calendar
Straight Line Calculation Basis 10 Day Basis
Accounting Live?

Adoption Fiscal Period 2019 - 01 ¥ o] Look Back Fiscal Period 2017 - 01
Lesses Transition Retief
Lesses Transition Dischsure | poot Famity ~ FontSie = Paspaph  ~ A%< |B 7 U &% (% x' [ ([ EE X

A B i Rl | B | |l

e Apply Stan Date To Impace Reports



Changes to accounting for Real Estate Lease and Asset Lease

The following changes to lease accounting have been made to IBM TRIRIGA to support the new
FASB-IASB standards. These changes apply to both Real Estate Lease and Asset Lease unless
otherwise stated.

e According to the standards, Lease Classification is either Operating or Finance. In TRIRIGA,
based upon the Lease Treatment calculation, the default Lease Classification is set to
Operating or Finance.

e For GAAP (FASB), a new question was added to the FASB Treatment section on Real Estate
Lease: “No alternative use of specialized asset to lessor at end of lease term?” The answer to
this question determines how the lease classification is set. TRIRIGA allows the override of the
lease classification from Finance to Operating but requires an override comment in the
Management Assumptions field.

The following screen shows this question in the Lease Accounting section of the Real Estate
Lease form when set to the GAAP (FASB) accounting standard.

Real Estate Lease: 1‘ A1 To Bockmarks o Prink ) Hol
General Contact Details Locations Clauses, Options & Terms Payments  Accounting Space Use Agresment History Summary Senvice Areas Client Attributes Motifications  Motes & DO“E Create Draft X

[Optional): Review accounting details such as Review Dates, Assumptions, Likely Term, and Amortization Summary & Schedules,

= Accounting Details

Accounting Type Accounts Payable (AP bl Accounting Standard GAAP (FASH)
Azzounting Start Date o Local Reparting Required
Accounting End Date ) Accounting Cost Center
Initial Liability Carryover Balance 500 US Dollars # Accounting Calendar SLandard Calendar {x}
Initial Direct Costs 5.000 1S Dollas Spend Category (]
Rental Prepayment 5000 US Dollars Payment Timing Payment in Advance vl

10k Disclosure

= FASB Treatment Cakcutate Lesse Treatment

FASE Lease Type v

= Lease Classification

Leaze Classification Fair Market Value 5.00  US Dollars
1
Mo alternative use of specialized asset to lessor at end of lease term? Mo ¥ Lease Rate Used (IRR) 0 percent
Management Assumptions
= Straight-Line Rent Schedule
S ototal towna
Fizeal Pariad Mot Rent Payment Rent Exponze Aeerual Acerual Liability
taka b il
oo .00 o0
= Financial Assumption Reviews
Last Review Date Review Peried 3 Months [k x]

Mext Review Date Last Reviewed By



The following screen displays the Override Lease Classification option, which only is shown if

the lease classification is Finance.

= FASB Treatment

Caleulate Lease Treatemens

FASE Lease Type BuildingandLand % Lease Treatment CAPITAL
Does Property Transfer Ovnership at End of Lease? Yes v Is Lsser Implicit Interest Known? Ho 7‘
Does Lease have a Bargain Purchase Option? Ho v
Doss Lease begin in the last 26% of Building Life? Ho ? Inzremental Barrewing Rate 0 percent
Is Lease Term 75% »= Asset's Economic Life? Ho Lease Rate Used (Calculated) 0 percent
Is NPV of Rent »= 90% of Asset's FMY? Hi Est. Economic Life of Asset (¥rs) A0

Total Rent 500 US Dollars Fair Market Value 500/ US Dollars

Rent Obligation as % of FMV 0 percent Land Percentage 0 percent
HPY of Rent S.00 1S Dollars Fair Value of Building L0018 Bollars
NPV of Rent/Building Only (Discounted) 5.00  US Dollars Fair Value of Land 500 US Dollars

Land Portion of Rent 500 US Dollars Land's Value » 25% of FV of Property? Mo
Lease Term ( in years) o IRR 0 percent

= Lease Classification

Orverrice Lease Classification

Management Assumptions

Lease Classification Finance
He alternative use of specialized asset to lessor at end of leaze term? Mo

[E1]

Fair Market Value
Leaze Rate Used (IRR)

500 US Dollars
0 percent




For the IFRS (IASB) question “Under IFRS, how will company remeasure the asset?”, there are
three options: (a) At Amortized Cost, (b) FV under IAS 16, or (c) FV under IAS 40.

This setting indicates how the Lease Accountant will update the finance schedule when
reviewing lease assumptions. If measuring the asset using Amortized Cost, the Lease
Accountant will update the borrowing rate. If using Fair Value under IAS16, the Lease
Accountant will update the fair value and expect the system to adjust the asset value and
recalculate the amortization of the asset. If using Fair Value under IAS40, the Lease Accountant
will update the fair value, but not expect any amortization. In this option, the Finance
schedule must be worked outside of IBM TRIRIGA. The schedule can be exported to Microsoft
Excel as a starting point.

The following screen shows this question in the Lease Accounting section of the Real Estate
Lease form when set to the IFRS (IASB) accounting standard.

Real Estate Loase: W aca To Bockmarks = Print @ e
General  Contact Detals  Locations  Clauses, Options & Terms  Payments  Accounting  Space Use Agreement  History — Summary — Service Aress  Client Attributes  Molifications  Hotes & Documents  5yjaey Create Draft  x
{Optional): Review acoounting details such as Review Dates, Assumptions, Likely Term, and Amortization Summary & Schedules.

= Accounting Details

Accounting Type |Accounts Payable (AP} v Accounting Standard IFRS (LASE)
Accounting Start Date FEo Local Reporting Required [
eal

Accounting End Date o Accounting Cost Center

Initial Liability Carryover Balance 5.00  US Dollars #* Accounting Calendar Standard Calendar (S ]
Initial Direct Costs $.00 US Dollars Spend Category [ ]
Rental Prepayment 5.00 LS Dollars Payment Timing Payment in Advance ™

10k Disclosure

= IFRS Treatment

IFRS Lease Type Euilding and Land K Lease Treatment 0P
20.4 Requirements

Does the lease substantially transfer all the risks and rewards incidental to ownership? No v
0.5 Reguirements
Does property transfer ownership at the end of the lease? Mo v
Does the lease have a bargain purchase option? Mo v
Is the lease term 75% greater than or equal to the asset's economic life? No
Is the NPV of rent greater than or equal to 90% of the asset’s FMVT Mo
Are the leased assets of such a specialized nature that only the lessee can use them without major modifications? Ho v
Are there any other conditions in which the risks and rewards of ownership are transferred to the lessee? o !
Is the land amount immaterial and can the land and buildings be treated as a single unit for lease classification? wo !
20.6 Requirements
Can the lessee cancel the lease (and be responsible for the lessor’s losses associated with the cancellation)? no i
Do gains or kosses from residual value fluctuation accrue to the lessee? o !
Does lessee have a renewal option that is substantially below market? no v
Incremental Borrowing Rate 3 percent Is lessor implicit interest known? Mo
Lease Rate Used (Calculated) 3 percent
NPV of Rent 5.00 US Dollars Estimate Economic Life of the Asset (in Years)
Total Rent S.00  US Dollars Fair Market Value
Rent Obligation as Percentage of FMY 0 percent Land Percentage
NPV of Rent/Building Only (Discounted) 5.00  US Dollars Land Portion of Rent
Fair Value of Building S.00 S Dollars Fair Value of Land
Lease Term (in Years) 0 Land's value greater than 25% of FV of the property? Mo
IRR 0 percent
[ ]
= Lease Classification
Lease Classification Finance Fair Market Yalue 5.00| US Dollars
Under IFRS, how will company remeasure the asset? At smortized Cost il Lease Rate Used (IRR) 0 percent
Management Assumptions
= Straight-Line Rent S5chedule
© 0ot found
[] Fiscal Period Het Rent Payment Rent Expense Accrual Accrual Liability

Mo desa to diplay



o New fields on the Real Estate Lease form include Fair Market Value, Lease Rate Used (IRR),
Management Assumptions.

These fields can be seen on either of the two previous screens that show the Real Estate Lease
form.

Changes to Finance and Operating schedules

IBM TRIRIGA also includes the following changes to both the naming and function of Finance
(formerly called Type A) and Operating (formerly called Type B) schedules.

e According to the standards, all Type A and Type B schedule labels have been changed to
Finance and Operating.

e Finance schedules for IASB are generated for two of the three Asset Cost Remeasurement
options: (a) at Amortized Cost and (b) FV Under IAS 16.

The following screen shows the drop-down that includes these three options in the Lease
Classification section of the Real Estate Lease form.

- Lease Classification

Lease Classification Finance Fair Market Value 5.00/ Us Dollars
Lease Rate Used (IRR) 0 percent

<

Under IFRS, how will company remeasure the asset?

Management Assumptions
At Amortized Cost

FV Under 1AS 16
FV Under IAS 40

If the third Asset Cost Remeasurement option, FV Under IAS 40, is selected, you can update
the fair value, but not expect any amortization. The finance schedule for this option must
be calculated outside of TRIRIGA by exporting the finance schedule to Microsoft Excel.

The following screen shows the message that displays when FV Under IAS 40 is selected.

— Feview nmprion v L RCHs  Acvce  mae

¥ Accounting Standard IFRS (155E]
At Center

Initial Liability Carryever Balance
10k Disclosure

& |FRS Treatment

Fair Market Value L00 U Dostar
“Finance Schedeile for fmeitmen progerties should be caloulat
exported to Excel

o oustviche of TRIRIGA. Finance Sehadule can be

e Finance/Operating Schedule calculations for Retail/Non-Retail Fiscal Calendars is now
consistent with the current accounting standards for Net Rent and Rent Expense.



The Review Assumption function allows the user to select Initial Adoption of the standards.

The following screen shows the Assumption Audit Log with the option of “Initial Adoption to
New Standard”.

Assumption Audit Log:

=y Print @ Help
General  Motifications  System  Workflow Instance  Associations  Audit submit  x

(Required): Enter or review information for Assumptions and/or Likely Term. NOTE: This information is logged for audit/tracking purposes.

General

Review Date 02/15/2016
# Review Type

Revi d By Angkap Ng: iatsap
el x] Review Complete (Reset Dates) ¥
# Review Comments = Assumptions (Reason Type)

= Business Factors
» Contractual Factors
» Initial Adoption to New Standard

= Mon-Contractual Factors
» Fiscal Period . Other
Fair Market Value

Borrow Rate &

Incremental Borrow

Likely Term
Likely Term End Date

= Options Clear selection of Likely Term
©  ototal found show: (10 v
! Option Type Option # Renewal Term Likely Term End Date
Ho data to display

Status Likely Term

During the initial adoption, the existing Operating or Finance schedules are regenerated
from the Look Back Fiscal Period.

The following screen shows the Assumption Audit Log for initial adoption and the message
that displays to indicate to the user that the fiscal period is calculated based on the look
back fiscal period that is defined in the Application Settings.

Assumption Audit Log:

=y Print @) Help
General  Notifications ~ System  Workflow Instance  Associations  Audit submit  x

(Required): Enter or review information for Assumptions and/or Likely Term. MOTE: This information is logged for audit/tracking purposes.
= General

Review Date 02/15/201&

Revi d By Angkap Ngamkiatsap
» Review Type [Jnitial Adoption to New Standard Review Complete (Reset Dates) #

» Review Comments

# Fiscal Period 2017 - 01 *Fiscal Period is calculated based on the Look Back Fiscal Period defined in Application Settings
Fair Market Value 5.00) LS Dollars

= Borrow Rate & % Growth Assumptions

Incremental Borrowing Rate

3| percent

= Likely Term

Likely Term End Date

= Options

Clear selection of Likely Term
$ o total found
! Option Type Option #

show. (10 v
Renewal Term Likely Term End Date
N data to display

Status Likely Term

e The Liability Value on the Operating and Finance schedules no longer include Initial Direct

Cost, Prepayments, and Past Lease Incentives.



Changes for lease modifications

IBM TRIRIGA includes the following additional validations on lease modifications to comply with the
new FASB-IASB standards.

e When revising a lease, an effective date during Data Revise is required as shown in the
following screen.

REContract Revision: &= Print g Help

General  System  Workflow Instance  Associations Continue  x

{Required): Describe why you are revising the contract.

= Change Type

® Data Revise

Change T:
" "8E YPE ) Amendment

= Revision Details

Effective Date 02/15/201¢6 ]

Revised By Sharma, Praveen - 1000465
Description

Continue  x

e |f the effective date is beyond the close of the fiscal period, an alert message is displayed and,
if the user continues, the change of the Accounting Details section of the lease is restricted.

NOTE: A grace period for additional days beyond the close of the first fiscal period can be
designated by entering a value for Days to Consider for Accounting Period Close field in
Application Settings. If the Days to Consider for Accounting Period Close field is left blank or is
set to zero, the fiscal period will be considered closed on the last day of the period.

The alert is displayed in the following screen.

REContract Revision: = Print @ Help
General  System  Workflow Instance  Associations Continue with Warning  x

[Required): Describe why you are revising the contract.

= Attention!

One or more fiscal periods on this lease are now closed. Amend the lease for changes to the Accounting Term or Rent Schedules.

= Change Type

® Data Revise

Change T:
" "8E YRS ) Amendment

= Revision Details

Effective Date (02/15/201¢ Ea Revised By Sharma, Praveen - 1000465

Description

continus with warring  x



If a lease modification requires a new lease, TRIRIGA will copy the appropriate data from the
current lease and link the two leases for navigation and reporting purposes, as shown in the
Related Leases section in the following screen.

Roal Estate Loase: 1007450-0 RE Lase test.

* Current Amendment Detail:

Fayments  Accounting  Spece Uit Agresmant

Chient Attrbates  Hotifications

+ amendments History of Real Estate Lease

+ Amendment History

* Lease Abstract

+ Related Transactions

= Related Leazss

Lapiration Date

Status

A Fiscal Period Close check box is added to fiscal line items as shown in the following screen.
This check box does not impact TRIRIGA data but can be used to support integration with ERP

systems.

Schadule Operating Fiscal Line [tem: 1148905
General  Workflowimstince  Asiacanions
(Required]: Fiscal Line item details.

= Schedule Operating Values

- R po—

Fiscal Period 2016 - 07
Hest Rent Payment
Hent Expens:
Rent Accruals [Curmlative)
Liability Value
Asset Value
Amartization
Het Cquity
Include In Lease Term Schedule =
Hew FASB Schedule =
Fiscal Period Close

550,000.00
550,000.00
5-1,250.00
S2,151,5%9.07
SZ.150,349.17
540,545,593
5+1,250.00

LS Dollars
LS Dollars
LS Dollars
15 Dollars
s Dedlars
s Dedlars
s Dedlars

Other Rent Dbligations
Hent Accruals

Interest Expense

Principal

P @ L Impact

P i L Book Expense

Gain / Loss on Revaluation
Include In 5L Schedule?
Incremental Borrow Rate
Additonal Rent Expense

0

.00
5-1,250.00
510,704.47
539,295.53
5-40,545.53
S10, 704,47
.00

6
§.00

LIS Dollars
LIS Dollars
LIS Dollars
15 Dollars
s Dedlars
s Dedlars
s Dedlars

s Dellars



Changes to the reassessment of a lease process

IBM TRIRIGA includes the following changes to the reassessment of a lease, which in IBM TRIRIGA
uses the Review Assumptions process.

The entry of the Effective Fiscal Period is required during the Review Assumption process.
During lease assumption review, a borrowing rate change or a change in the Fair Market Value
will cause the Finance or Operating Schedule to be restated from the fiscal period of the
effective date forward (“prospectively”).

The location of the Fair Market Value field in the Lease Classification section is shown in the
following screen.

= Lease ClasaMication P 1

Lipans Clawification Vg Market Vales w00 LS Dollars |
Anamative i of yperisbaed svet 0o lewsor 31 ered of baase termil Ten Lemw Faiw 7 T e

BLRARATRERE M ET .

The gain or loss is calculated as the difference between the original asset value for the
reassessment period and the new asset value for the reassessment period.

The Gain (Loss) on Reevaluation column is shown in the following screen.

Bl Lkt Linpacee V38070 F5THYY - Diic vt L1 21 136016 [ = e——

& Term Sasumprion

& Bearow Rats & X Orowth Avusmptionm

® Twm Option.

» Ichadule Summary

= Opsrating lcheduls
ekl ilt it

¥ @ -
Vool Porkad et Bt Ppomenat e hoiral Aooesed sbiling ttert [ iguian g Lyt ¥ abans Mgt Vb heortirarion Gy [l | o Barvabsamacns

Hex [auirg



3. Adopting the new standards using IBM
TRIRIGA

Why adopt the new standards?

The new US-based FASB standards go into effect for public companies on January 1, 2019 and
require two years of history using the standard. In order to be audit-ready in 2019, companies must
generate lease schedules according to the new standard by January 1, 2017. IBM TRIRIGA 10.5.1
can ease this transition by allowing early adoption. The new IASB standards go into effect on
January 1, 2020.

Preparing existing data to adopt the new standard

Before you can use IBM TRIRIGA to adopt the new standard and start collecting two years of data to
be audit-ready by 2019, you should prepare your existing data before upgrading to version 10.5.1
by ensuring that all lease records use the same accounting standard and that all required fields are
populated. Doing so will ease the transition and reduce the amount of work to be completed after
the upgrade.

IMPORTANT: It is highly recommended that if all of your lease records are not using the same
accounting standard, which is set on the Accounting tab of the lease record, that you correct the
records before upgrading to 10.5.1. If you upgrade and find that there are lease records that are
not correctly set to the appropriate accounting standard, please see the Best Practices on the IBM
TRIRIGA Lease Accounting wiki for options for fixing the records after upgrade.

A patch helper is included with 10.5.1 that can be used to set any existing lease records with a
blank Accounting Standard field post-upgrade to the default accounting standard after it is set in
the Application Settings. See Running the 10.5.1 patch helper to set the Accounting Standard in this
document for more details.

The IBM TRIRIGA Lease Accounting wiki includes a data element list that shows the fields that are
generally necessary for Lease Accounting. In addition to these, it is important that the Lease
Classification field is populated.

If the Lease Classification field is blank, it will result in incorrect calculations in Finance or
Operating schedules.

To determine if the Lease Classification should be set to Finance or Operating and to populate the
Lease Classification field, click the Calculate Lease Treatment action.

Installing IBM TRIRIGA 10.5.1

Follow the standard instructions for installing IBM TRIRIGA 10.5.1. Documentation is available in
the Installing topic in the IBM Knowledge Center and additional information is available in on the
Upgrading page of the IBM TRIRIGA wiki.



https://www.ibm.com/developerworks/community/wikis/home/wiki/IBM%20TRIRIGA1/page/Lease%20Accounting
https://www.ibm.com/developerworks/community/wikis/home/wiki/IBM%20TRIRIGA1/page/Lease%20Accounting
https://www.ibm.com/developerworks/community/wikis/home/wiki/IBM%20TRIRIGA1/page/Lease%20Accounting
http://www.ibm.com/support/knowledgecenter/SSHEB3_3.5.1/com.ibm.tap.doc/ins_overview/t_ctr_install_ibm_tap.html
https://www.ibm.com/developerworks/community/wikis/home?lang=en#!/wiki/IBM%20TRIRIGA1/page/Upgrading

Running the 10.5.1 patch helpers

IBM TRIRIGA 10.5.1 includes the following six patch helpers that are relevant for lease accounting
and are kicked off through the Data Integration File by using the string “10.5.1”.

IMPORTANT: After you complete the application setup and have set the Default Accounting
Standard, you must run another patch helper that is used to set any lease records that have a blank
accounting standard field. See Running the 10.5.1 patch helper to set the Accounting Standard in
this document for more details.

Name Description

triPatchHelper - triCalculate - Use this patch helper to default the new Fair Market
10.5.1 - Retro Leases To Set Value (triEstFairMarketValueNU) field in the Lease
Estimated Fair Market Value Classification section on the Accounting tab from existing

leases. The field gets the value from either the Fair
Market Value field that is defined in either the FASB or
IFRS Treatment section.

triPatchHelper - triCalculate - Use this patch helper to display read-only Rent Daily Rate
10.5.1 - Retro Payment Schedules and Rent Monthly Rate fields for existing payment
Show Rent Daily and Rent schedules.

Monthly Rates

triPatchHelper - triCalculate - Use this patch helper to stamp Fiscal Line Item Type to
10.5.1 - Set Lease Fiscal Line Corporate Reporting.

Items as Corporate Reporting

triPatchHelper - triCalculate - Use this patch helper to update existing Real Estate and
10.5.1 - Retro Lease Asset Lease records from Lease Classification from Type
Classification on Accounting Tab A and Type B to Finance and Operating.

When this patch helper is run, the existing data that
previously had the Lease Classification set to Type A or
Type B will be changed to Finance or Operating. If any
lease record does not have a Lease Classification set, the
user must populate this field manually.

triPatchHelper - triCalculate - Use this patch helper to update System Organization and
10.5.1 - Update Geography and System Geography from the parent Real Estate Lease,
Organization on Payment Line Asset Lease, or Owned Property (Fee) Agreement record
Items to the existing payment line items which have blank

system organization and system geography fields.

triPatchHelper - triCalculate - Use this patch helper to update/default the new
10.5.1 - Retro Leases for FASB adoption questions for the Accounting Standards GAAP
and IASB New Adoption Questions (FASB) and IFRS (IASB).

When this patch helper is run, all the Real Estate and
Asset Lease records will include the following two new
guestions with these defaulted values:

“Alternative use of specialized asset to lessor at end of
lease term?” Yes (RE Lease) ; No ( Asset Lease)



Name Description

“Under IFRS, how will company remeasure the asset?” At
Amortized Cost

Show and Hide reports will be based on the Accounting
Standards.

After running the patch helpers, validate that your existing data has been correctly changed.

Application setup

A lease accounting and contract administrator works with a system administrator to set the lease
accounting default settings on the Lease Accounting Settings tab at Tools > System > Settings >
Application Settings.

The following table shows the sections and fields that appear on the Lease Accounting tab with
descriptions.

Section Description

Review Assumptions Defaults The Assumptions Review Period field sets the default
review period for performing review assumptions for the
lease. The default is three months.

Borrow Rate & % Growth The Incremental Borrowing Rate field sets the default

Assumption Defaults borrow rate to use. The value is defaulted when the
lease is created. The default is 3%. Borrow rate is used in
calculating the Net Present Value.

The Index Growth % field sets the defaults for Index
Growth % to be used for index-based leases for the new
accounting standard.

The FMRV Growth % field sets the fair market value %
default to be used for leases that include the FMRV

clause.
Rent Component Assumption The fields in this section set default percentages for
Defaults maintenance, tax, other, and base rent to be used for

lease records that have a lease category that contains
the word “Gross."

Amortization Defaults In the Periods per Year field, set the default number of
periods to be used for a year. The default is 12.

Select the Extend Rent Payments for Likely Term check
box to extend the rent payments for the likely term
option from the last payment schedule on the lease if no
payment schedule is defined for the likely term option.

Payment Schedule Settings Set the time zone to be used when creating payment
schedules. The default is System.



Section Description

Accounting Standards This section includes the settings required for lease
accounting calculations for straight-line
schedule/amortization and Operating/Finance schedule.

The Default Accounting Standard sets the default
corporate accounting standard. The default is GAAP
(FASB).

The Net Rent Basis sets the default for how the net rent
payment is calculated on the Operating/Finance schedule
for the new accounting standard. The default is 30-day
basis.

The Straight Line Calculation Basis sets how the rent
expense value on the Operating/Finance schedule is
calculated. The default is 30-day basis. The other option
is actual-day basis.

The Days to Consider for Accounting Period field sets the
default number of days to be considered beyond a fiscal
period for it to be considered a closed period.

When you have fully set up your accounting information,
you can turn on validations for the Audit Assumptions Log
by checking the Accounting Live? check box. By default,
it is not selected.

New Standard Adoption Set the Adoption Fiscal Period to the period when the
new accounting standard is to be adopted. Set the Look
Back Fiscal Period to the period of history needed for the
new accounting standard. Typically, this is set to two
years before the Adoption Fiscal Period.

To apply the start date of the Look Back Fiscal Period for
metric report filtering, click the Apply Start Date to
Impact Reports action. To get relief for new accounting
standards for taxes and insurances, check the Lessee
Transition Relief check box and enter a disclosure note in
the Lessee Transition Disclosure field.



Running the patch helper to set the Accounting Standard

IBM TRIRIGA includes a patch helper that must be used after setting the Default Accounting
Standard in the Application Settings to assure that any existing lease records with a blank
Accounting Standard field are set to GAAP (FASB) or IFRS (IASB).

Name Description

triPatchHelper - triCalculate - Use this patch helper to update existing Real Estate and
10.5.1 ACCOUNTING STANDARD - Asset Lease records that do not have the Accounting
Retro Leases without Accounting Standard field populated. Any blank Accounting Standard
Standard Set fields will be populated with the Default Accounting

Standard value from the Application Settings. To run this
patch helper, use the string "10.5.1. ACCOUNTING
STANDARD".

Calculating the lease classification

Setting the lease classification:

A Lease Accountant will decide what type of Accounting Standard that the company follows based
on the nature of the business and also go through either FASB-IFRS Treatment calculations. The
Calculation Lease Treatment action will set TRIRIGA’s new standard Lease Classification field to
either Finance or Operating. The accounting schedules will use this field to determine the
accounting calculations.

Overriding the lease classification (optional):

For GAAP (FASB) when a Lease Classification is set as Finance, an Override Lease Classification
action displays in the Lease Classification section. The user can override the Lease Classification
from Finance back to Operating. The reason to do this would be if their Lease Treatment is Capital
and the Lease Classification is set to Finance, but the nature of the business requires the Lease
Classification to be Operating. In this case, they would use this override action to override it back
to Operating. The user is required enter the reason for override in the Management Assumption
field.



Setting up local reporting on multinational leases

If you have lease records that require the use of different accounting standards for international
vs. local reporting, you can set the corporate accounting standard on the Accounting tab and report
the local accounting standard on the Local Reporting tab.

You can set up local reporting when you create a lease or you can add local reporting to existing
lease records.

IBM TRIRIGA includes sections on the Lease Accountant portal to help you identify existing lease
records that require local reporting and then to process the list of lease records that are pending
set up of local reporting as shown in the following screen.

Home 3= Personalize D" Open In New Vindow I My Bookmarks
= Reminders - Lease Accounting Manager o= = Overdue Lease Assumptions o=
» Notices Update Lease Assumptions
0 - Lease Assumption Change Requests Pending Approval )
O v 1p Contract Name City State/Province
O 1001451  Angkap RE Lease Test 111 Las Nevada
= Related Links - Lease Accounting Manager o= Vegas
. 1004533 Cheng Test REL - Defect
Update Lease Assumptions U \1”0213%3
Review Lease Assumptions 0 1004537 Cheng Test REL - Defect
102133 - V2
= Local Reporting For Real Estate Leases o~ | 1004563  Cheng Test REL - Defect
115638 - Expansion
Identify Real Estate Leases That Require Local Reporting O 1001952 Cheng Test REL 1 Las Nevada
0 - Pending Real Estate Leases For Local Reporting Vegas
O 1004534 Copy of Cheng Test REL -
Defect 102133
= Local Reporting For Asset Le o-
o e = O 1000507 loAssetlease 106225 Test
Identify Asset Leases That Require Local Reporting 0 1000523 loAssetLease 107695 Test 1
0 - Pending Asset Leases For Local Reporting @
A cat Reporting [0 1000524 loAssetLease 107695 Test 2
O 1000525 loAssetlease 107695 Test 3
= Last Visited o-
1000560 loAssetlease 111516 Test 1
Type Name g -
Electrical & Lighting 1001077-0 O 1000585 loAssetlease 115010 Test
Draft
Time Zones (GMT) Greenwich Mean Time; London, Lisbon
[Greenwich] O 1000587  loAssetlease 115010 Test
. . . Rewision
Time Zones (GMT) Monrovia, Casablanca [Africa/Casablanca]
o - e o O 1000408 loAssetlease Annual SL Test
Work Task 1027471-TEST YC5 HK Time Entry
O

1000570 loAssetlease LeapYear 2014

Setting up local reporting on new lease records

When you create a new lease record, to include local reporting, check the Local Reporting
Required check box on the Accounting tab to make the Local Reporting tab visible. The Local
Reporting tab includes questions that are in addition to the questions on the Accounting tab to
ensure that the lease treatment is correctly calculated for both accounting standards. After you
have completed the questions, click the Calculate Lease Treatment action to populate the Lease
Classification type.



Setting up local reporting on existing lease records

IBM TRIRIGA includes sections on the Lease Accountant portal to help you identify existing lease
records that require local reporting and then to process the list of lease records that are pending
set up of local reporting.

Selecting existing lease records that require local reporting

The Lease Accounting Manager home portal includes sections for Local Reporting for Real Estate
Leases and Local Reporting for Asset Leases, including a link that allows you to view a list of
existing lease records and select the records that require local reporting to be set up.

To select the existing lease records that require local reporting, use the following steps:

1. Login as a Lease Accounting Manager to view the home portal.

2. Click the link to identify either real estate or asset leases that require local reporting.

3. Select the lease records that require local reporting and click the Identify Local Reporting

action.

Home » |dentify Real Estate Leases That Require Local Reporting

Related Reports | -Select-

” El o @ Export 425 total found Apply Filters  Clear Filters

|T1 Identify Local Reporting Real Estate Leases

Dz Open In New Window +i Add to Bookmarks I My Bookmarks

15! Popup View +

Identify Local Reporting |

show: |50 W

q c Expiration Contract
1
ot Photo ID Contract Name City State/Province Country Date Rentable Status A
|Cor.!taj'ns | |Contair.'s | |Contains | |Cont‘aJ’ns | |Cor.'ta|ns | |J’.ess Than ar Equl |More Than or qu |Contafns |
| square-fee
| 1087420 1087375 12/31/2015 0 feet
4 ABC Tes square-fee
O 100368, BC Test 0 feet
AN 445 30-Daily-Amend .
O 1006283 - TIun 02/14/2018 0 sguare-meters
O 1006318 AN 445 Daily-30 Quarterly 02/14/2018 0 square-meters
a— Test 1
O 1006277 L84 Lely bherierd 12/31/2017 0 square-meters
AN 445 Daily-30-Amend PR - I
O 1006279 T4‘—est 2 12/21/2017 0 sguare-meters ||
AN 445 Daily-Daily- }
O 1006317 Quarterly Test 2 02/14/2018 0 sguare-meters
- AN 445 Daily-Daily- S  eauare-met
O 1006323 Quarterly Test 3 02/14/2018 0 square-meters
O 1006278~ AN.445 Daily-Daily-Amend 12/31/2018 0 square-meters

The lease records that are selected for local reporting are included as pending local reporting.

To complete the set up for local reporting, click on the pending local reporting link on the home
portal and process each record separately.



Setting up local reporting for pending lease records

The Lease Accounting Manager home portal includes sections for Local Reporting for Real Estate
Leases and Local Reporting for Asset Leases, including a link that allows you to view a list of
existing lease records that are pending completion of set up for local reporting.

To set up local reporting on existing lease records that have been selected to include local
reporting, use the following steps:

1. Login as a Lease Accounting Manager to view the home portal.

2. Click the link to view the real estate or asset leases that require set up for local reporting.

Home » Pending Real Estate Leases For Local Reporting " open in New window ] Add to Bookmarks | My Bookmarks

[T Popup View -

Related Reports -Select- | E‘ Pending Local Reporting for Real Estate Leases
@ oport s rotal found Apply Filters  Clear Filters show: |50 W
I c . Expiration Contract
[ Photo 1D Contract Name City State/Province Country Date Rentable Status
|Cor.!taj'.r|s | |Cor.'ta|'ns | |Cor.'£a|'ns | |Cor.'far'r.'s | |Cor'ta\'r.'s | |Less Than or E:u.'a| |Hore Than or Equl |Contains |
TEST yc multi 10
0 1007317 Ll 12/31/2016 0 square-fest
FASB
O 1007651 ww 1273172017 0 square-feet
O 1007653 E&mw 12/31/2017 0 square-feet
— .
] 1007652 TESTYC multi 15 12/31/2017 0 square-feet
FASE
[ 1007294 TEST YC rulti 2 0 square-feet
test yc multi FASE aa ) ~ N
O 1007493 Portal 12 12/31/2017 0 square-feet
test yc multi FASE ;
O 1007488 Portal 7 1273172017 0 square-feet
test yc multi FASB 121/ a t
O 1007489 PorialB 12/31/2017 0 square-feet
0 1007723 Tost yo 12/31/2017 0 square-fest

multinational 1

3. Open a lease record to process for local reporting.



4. Click the Calculate Local Reporting action.

Real Estate Lease: 0-TEST yc multi 10 FASB

+i Add To Bookmarks EIJ Print @) Help
General Contact Details Locations Clauses, Options & Terms Payments Accounting Space Use Agreement History Sumnm 2
(Required): Provide general information about this Real Estate Lease.
= General
ID 1007317 Revision 0 Status Active Picture
« Name TEST yc multi 10 FASE
Description
Legal Name
Display Color Legacy ID
= Units
Currency US Dollars Area Units square-fest
Carbon Reporting UOM US Tons CO2 Energy Reporting UOM megajoules
= Details
Lease Type Lease Category Primary Use
Base Lease Rate 5.00  US Dollars Lease Base Year 0 Co-location [
Conversion Group Default Currency Exchange Date 03/10/2016 10:21:25  Contract Status
Memorandum of Lease [ Rules And Regulation? [J |

Is Cost or Fair Market Value Determinable? [
Accounting Type Accounts Payable (4P)

Payment Timing Payment in Advance

= Critical Dates

Is it Market-Based? [

« Commencement Date 01/01/2016
Base Lease Expiration Date 12/31/2016
Rent Commencement Date
Inception (Execution) Date

Legal Notice Date

Original Commencement Date

Expiration Reminder & Months
Occupancy Date
Abstracted Date

Legal Notice Reminder 6 Months
Construction Start Date

Lease Term 1 Year

Expiration Notification Date 06/30/2016
Vacate Date

Legal Notification Date

5. In the Local Reporting form, enter information for local reporting and click the Calculate
Lease Treatment action to populate the Lease Classification type.

6. Click the Process Local Reporting action to complete the set up.

The lease record will now include a Local Reporting tab where you can view and edit information

for local reporting.



Initial adoption of the new standard
Preparing to do an Initial Adoption of New Standard

Once the initial adoption date is determined, the Adoption Fiscal Period and Look Back Fiscal
Period is set in Application Settings by the system administrator with direction from the lease
accountant. The Apply Start Date to Impact Reports action button is used to set the filter for the
metric reports on all real estate leases and asset leases (except for statuses
'History','Retired','Expired','Upload Error', Terminated") based on the Look Back Fiscal Period start
date. The Adoption Fiscal Period, Look Back Fiscal Period is expected to be set and the filter for
the metric graph reports applied only once after the initial adoption date is determined.

Doing an Initial Adoption of New Standard

IBM TRIRIGA allows companies to adopt the new standard either by adopting to multiple leases at
once using the Bulk Review Assumptions process or individually on lease by lease basis.

For individual lease records, the lease accountant uses the Review Assumption action to set the
Borrow Rate or Fair Market Value. The lease accountant can select the review type to be Initial
Adoption of New Standard to default the Look Back Fiscal Period as defined in the Application
Settings. The look back period is defaulted to capture two years of history using the new standard.
By default, if the review type is Initial Adoption of New Standard, the recalculate flag is set in
order to trigger the calculation of operating/finance schedules. The lease accountant may set the
Incremental Borrow Rate or Fair Market Value. When the lease accountant submits the Review
Assumption, the system generates the Finance/Operating schedules starting from the Look Back
Period. The Finance/Operating schedule is based on the Lease Classification that is set by using the
Calculate Lease Treatment action.

The Look Back Fiscal Period and Adoption Fiscal Period are defined in the Application Settings and
must correspond to the same type of accounting calendar currently used by the system. The dates
for a fiscal period can be different depending on the type of accounting calendar (Standard, Retail
4-4-5, Retail 4-5-4). The lease accountant should make sure the correct type of accounting
calendar is selected when populating the fiscal periods for Look Back Fiscal Period and Adoption
Fiscal Period.

Re-running the Initial Adoption

While preparing your data for the new standard, you will likely need to make changes to the
adoption period and/or look-back period and then repeat the initial adoption process more than
once. To do this, you must complete the following steps.

First, at Application Settings > Lease Accounting Settings, set the Adoption period and Look Back
Period as desired.

The queries used in step 1 below are:

triContract - Report - Editable - All Real Estate Leases Adopted for New Accounting Standard ( Title
: All Real Estate Leases Adopted for New Accounting Standard)

triContract - Report - Editable - All Asset Leases Adopted for New Accounting Standard (Title : All
Asset Leases Adopted for New Accounting Standard)

Second, follow these steps to re-run the initial adoption process:

1. Run the appropriate query for either real estate or asset leases. It brings all Active status leases
which are in trilssued State.



. Filter by Lease Name or Lease ID.

. Clear the check boxes for Standard Adopted? and Adoption Processed?.

. Clear the Adoption Date and Asset Revaluation Effective Date.

. Click Save. Multiple records can be saved at once.

. Open the lease and click on the Review Assumption action.

. Select the Review type "Initial Adoption to New Standard" and leave the Recalculate Flag
selected for initial adoption.

8. Click Submit.

9. The lease changes status to "Processing" and, once completed, changes to "Active" status with
the Review Assumption action available.

10. Verify that the schedule now starts from new look back period.

~NoO Ok~ WN

Reassessment

Periodically, after the initial adoption of accounting standards, lease accountants
are required to reassess the lease due to borrowing rate change or change in fair
market value. IBM TRIRIGA allows the lease accountant to do this reassessment by
using the review assumption process.

The lease accountant can make use of the Review Assumption action on an
individual lease to set the new borrow rate or fair market value by choosing a Review
Type other than Initial Adoption of New Standard. The fiscal period becomes
editable and the lease accountant selects the correct fiscal period for the
reassessment. When the lease accountant submits the Review Assumption, the
system recalculates the Finance/Operating schedules starting from the fiscal period
entered for reassessment. The system calculates the gain/loss, which is the
difference between the original asset value and new asset value for the re-assessed
period.

Impact reports

The lease accountant will have access to these metric impact reports for Finance and Operating
lease. Lease accountant will be able to see the trends on the metric graphs. In the application
setup (section above) mentioned that these impact reports can be filter base on the Look Back
Fiscal Period. When lease accountant see the metric graphs that are not set to the Look Back Fiscal
Period start date, lease accountant will work with the system administer to Apply Start Date to
Impact Reports on the application settings record.

Asset Value - Amortization vs Finance

Asset Value - Amortization vs Operating

Asset Value - Finance

Asset Value - Operating

Impact Report - Amortization vs Finance

Impact Report - Amortization vs Operating

Impact Report - Opertaing vs Finance

Impact Report - ASC 840 Operating vs ASC 842 Operating
Balance Sheet Effect - Amortization vs Finance

Balance Sheet Effect - Amortization vs Operating
Balance Sheet Effect - Operating vs Finance

Balance Sheet Effect - ASC 840 Operating vs ASC 842 Operating



4. Finding more information

To find related information, see the IBM TRIRIGA Lease Accounting Wiki and the IBM TRIRIGA
Knowledge Center.



https://www.ibm.com/developerworks/community/wikis/home?lang=en#!/wiki/IBM%20TRIRIGA1/page/Lease%20Accounting
http://www-01.ibm.com/support/knowledgecenter/SSFCZ3/welcome
http://www-01.ibm.com/support/knowledgecenter/SSFCZ3/welcome

5. Document change record

February 22, 2016 Initial version for ISM release

June 10, 2016 Updates for V10.5.1 release




Notices

This information was developed for products and services offered in the U.S.A.

IBM may not offer the products, services, or features discussed in this document in other countries.
Consult your local IBM representative for information on the products and services currently
available in your area. Any reference to an IBM product, program, or service is not intended to
state or imply that only that IBM product, program, or service may be used. Any functionally
equivalent product, program, or service that does not infringe any IBM intellectual property right
may be used instead. However, it is the user's responsibility to evaluate and verify the operation of
any non-IBM product, program, or service.

IBM may have patents or pending patent applications covering subject matter described in this
document. The furnishing of this document does not grant you any license to these patents. You
can send license inquiries, in writing, to:

IBM Director of Licensing
IBM Corporation

North Castle Drive
Armonk, NY 10504-1785
U.S.A.

For license inquiries regarding double-byte character set (DBCS) information, contact the IBM
Intellectual Property Department in your country or send inquiries, in writing, to:

Intellectual Property Licensing

Legal and Intellectual Property Law

IBM Japan, Ltd.

19-21, Nihonbashi-Hakozakicho, Chuo-ku
Tokyo 103-8510, Japan

The following paragraph does not apply to the United Kingdom or any other country where such
provisions are inconsistent with local law:

INTERNATIONAL BUSINESS MACHINES CORPORATION PROVIDES THIS PUBLICATION "AS IS" WITHOUT
WARRANTY OF ANY KIND, EITHER EXPRESS OR IMPLIED, INCLUDING, BUT NOT LIMITED TO, THE
IMPLIED WARRANTIES OF NON-INFRINGEMENT, MERCHANTABILITY OR FITNESS FOR A PARTICULAR
PURPOSE. Some states do not allow disclaimer of express or implied warranties in certain
transactions, therefore, this statement may not apply to you.

This information could include technical inaccuracies or typographical errors. Changes are
periodically made to the information herein; these changes will be incorporated in new editions of



the publication. IBM may make improvements and/or changes in the product(s) and/or the
program(s) described in this publication at any time without notice.

Any references in this information to non-IBM Web sites are provided for convenience only and do
not in any manner serve as an endorsement of those Web sites. The materials at those Web sites
are not part of the materials for this IBM product and use of those Web sites is at your own risk.

IBM may use or distribute any of the information you supply in any way it believes appropriate
without incurring any obligation to you.

Licensees of this program who wish to have information about it for the purpose of enabling: (i) the
exchange of information between independently created programs and other programs (including
this one) and (ii) the mutual use of the information which has been exchanged, should contact:

IBM Corporation
274A/101

11400 Burnet Road
Austin, TX 78758
U.S.A.

Such information may be available, subject to appropriate terms and conditions, including in some
cases, payment of a fee.

The licensed program described in this document and all licensed material available for it are
provided by IBM under terms of the IBM Customer Agreement, IBM International Program License
Agreement or any equivalent agreement between us.

Information concerning non-IBM products was obtained from the suppliers of those products, their
published announcements or other publicly available sources. IBM has not tested those products
and cannot confirm the accuracy of performance, compatibility or any other claims related to non-
IBM products. Questions on the capabilities of non-IBM products should be addressed to the
suppliers of those products.

All statements regarding IBM's future direction or intent are subject to change or withdrawal
without notice, and represent goals and objectives only.

This information contains examples of data and reports used in daily business operations. To
illustrate them as completely as possible, the examples include the names of individuals,
companies, brands, and products. All of these names are fictitious and any similarity to the names
and addresses used by an actual business enterprise is entirely coincidental.

Trademarks

IBM, the IBM logo, ibm.com, and TRIRIGA are trademarks or registered trademarks of International
Business Machines Corp., registered in many jurisdictions worldwide.

Other product and service names might be trademarks of IBM or other companies. A current list of
IBM trademarks is available on the Web at “Copyright and trademark information” at
www.ibm.com/legal/copytrade.shtml.



http://www.ibm.com/legal/copytrade.shtml
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