
1



Disclaimer

2

The opinions and views expressed in this presentation are
my own and do not necessarily represent the opinions or
views of the TN Comptroller of the Treasury, his
representatives, or the TN Department of Audit. Official
positions are determined only after due process and
deliberation.
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Session Objectives

3

Discuss the requirements of GASBs 87 & 96 and select 
issues encountered while implementing and preparing to 
audit the Statements
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Gerry’s Forecast for Today’s GASB Update 

4

Lets 
talk
GASB



December 31: Fiscal Year 2021
• Statement 89 – construction-period interest
• Statement 93 – interbank offered rates (except LIBOR removal and lease modifications)
• IG 2019-1 – update

December 31: Fiscal Year 2022
• Statement 87 – leases
• Statement 91 – conduit debt
• Statement 92 – omnibus (multiple effective dates)
• Statement 93 – LIBOR removal and lease modifications
• Statement 97 – certain component unit criteria and Section 457 plans
• Statement 98 – the annual comprehensive financial report
• IG 2019-3 – leases
• IG 2020-1 – update 
• IG 2021-1 – update (4.22) 

December 31: Fiscal Year 2023
• Statement 94 – public-private partnerships
• Statement 96 – SBITAs
• IG 2021-1 – update (4.1–4.21, 4.23, 5.2, and 5.4)

December 31: Fiscal Year 2024

• IG 2021-1 – update (5.1)

Effective Dates after Statement 95
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June 30: Fiscal Year 2021
• Statement 84 – fiduciary activities
• Statement 90 – majority equity interests
• Statement 93 – interbank offered rates (except LIBOR removal and lease modifications)
• IG 2019-1 – update
• IG 2019-2 – fiduciary activities

June 30: Fiscal Year 2022
• Statement 87 – leases
• Statement 89 – construction-period interest
• Statement 92 – omnibus (multiple effective dates)
• Statement 93 – LIBOR removal and lease modifications
• Statement 97 – certain component unit criteria and Section 457 plans
• Statement 98 – the annual comprehensive financial report
• IG 2019-3 – leases
• IG 2020-1 – update (except 4.6–4.17 and 4.19–4.21)
• IG 2021-1 – update (4.22)

June 30: Fiscal Year 2023
• Statement 91 – conduit debt
• Statement 94 – public-private partnerships
• Statement 96 – SBITAs
• IG 2020-1 – update (4.6–4.17 and 4.19–4.21)
• IG 2021-1 – update (4.1–4.21, 4.23, 5.2, and 5.4)

June 30: Fiscal Year 2024
• IG 2021-1 – update (5.1)

Effective Dates after Statement 95

6



Leases
Statement No. 87
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• All leases lasting more than a year will be reported by lessees as long-term 
liabilities

• Review state and local laws and agreements to determine whether that 
could impact compliance with debt limitations and bond covenants

Debt limits and bond 
covenants

• May need to consider changing policies and procedures for tracking and 
reporting leases, both as lessee and lessor

• May need better communication between departments that enter into 
leases and central accounting staff

• Need procedures that identify when lease agreements have been initiated 
and when existing leases are modified (such as changes in lease term or 
estimated payment amounts)

• Should review capital asset policies, such as the capitalization thresholds, 
especially in light of the need to report intangible right-to-use assets

Lease policies and 
procedures

Issues to Focus on as Soon as Possible
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• Statement 87 requires that leases be 
recognized and measured using the facts 
and circumstances as of the beginning of the 
period of implementation

• For example:
• As of January 1, 2022 for FYE December 

31, 2022
• As of July 1, 2021 for FYE June 30, 2022

Transition 
provisions

Issues to Focus on as Soon as Possible (cont.)
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Lease Issues for Consideration
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 Completeness of the population and embedded leases
 Identifying and documenting key lease provisions and terms
 Separating components and allocating contract prices
 Selecting a discount rate (lessor and lessee)
 AICPA Auditing and Accounting Guide: State and Local
 Governments – New Upcoming Lease Chapter
o Guidance for both lessors and lessees
o Audit guidance primarily focused on lessees
o Guidance can be adapted to lessors
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Implementation 
Guide 2019-3:
77 questions 
and answers, 
including:

Scope and applicability issues

Determining the term of the lease

Eligibility for exception for short-term leases

Recognition, measurement, and disclosure for lessees and 
lessors
Lease incentives

Contracts with multiple components and contract combinations

Terminations and modifications

Sale-leasebacks, lease-leasebacks, and intra-entity leases

Statement 87 Implementation Guide
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Statement 87 applies to any contract that meets the definition of a 
lease:

Statement 87 Scope and Approach

13

Single approach applied to accounting for leases with 
some exceptions, such as short-term leases

“A lease is a contract that conveys control of the right to
use another entity’s nonfinancial asset (the underlying
asset) for a period of time in an exchange or exchange-like
transaction.”

Leases are financings of the right to use an underlying 
asset 

Capital/operating distinction is eliminated



Intangible assets (mineral rights, patents, software, copyrights), except for the sublease of an 
intangible right-to-use asset

Biological assets (including timber, living plants, and living animals)

Inventory

Service concession arrangements (Statement 60)

Arrangements associated with conduit debt obligations (Statement 91)

Supply contracts (such as power purchase agreements that do not convey control of the right 
to use the underlying generating facility)

Scope Exclusions
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 For financial reporting purposes, when does the lease start and end?
 Start with the noncancelable period

Lease Term
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2021…………………………………………………..2027

- Plus periods covered by options to:
• Extend lease, if reasonably certain of being exercised
• Terminate lease, if reasonably certain of not being exercised

………………………………….2031

- Excludes cancelable periods
• Periods for which lessee and lessor both have option to extend or terminate 

(such as rolling month-to-month leases)

- Fiscal funding and cancellation clauses are ignored unless 
reasonably certain of being exercised



Assets Liability Deferred Inflow

Lessee Intangible lease asset (right to 
use underlying asset)—value of 
lease liability plus prepayments 
and initial direct costs that are 
ancillary to place asset in use

Present value of 
future lease 
payments (incl. fixed 
payments, variable 
payments based on 
index or rate, 
reasonably certain 
residual guarantees, 
etc.)

NA

Lessor • Lease receivable (generally 
includes same items as 
lessee’s liability)

• Continue to report the leased 
asset

NA Equal to lease 
receivable plus any 
cash received up 
front that relates to a 
future period

Initial Reporting
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Assets Liability
Deferred 
Inflow

Lessee Amortize the intangible lease asset over 
shorter of useful life or lease term

Reduce by 
lease 
payments 
(less amount 
for interest 
expense)

NA

Lessor • Depreciate leased asset (unless indefinite 
life or required to be returned in its 
original or enhanced condition)

• Reduce receivable by lease payments 
(less amount needed to cover accrued 
interest)

NA Recognize 
revenue over 
the lease 
term in a 
systematic 
and rational 
manner

Subsequent Reporting
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Short-Term Leases
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Definition At beginning of lease, maximum possible term 
under the contract is 12 months or less

Lessee accounting • Recognize expenses/expenditures based on 
the terms of the contract

• Do not recognize assets or liabilities associated 
with the right to use the underlying asset

Lessor accounting • Recognize lease payments as revenue based 
on the payment provisions of the contract 

• Do not recognize receivables or deferred 
inflows 



Statement 87

• Generally, account for lease and 
non-lease components as 
separate contracts and multiple 
underlying assets as separate 
lease components in certain 
circumstances (paragraphs 64 and 
65)

• Allocate contract price to different 
components (paragraph 66)

Implementation Guide 2019-
3

• One component meets scope 
exclusions and one does not?
• Separate and account for them 

individually (Q4.59)
• Separate utilities and janitorial 

costs of building lease?
• Yes, if practicable to do so 

(Q4.60)

Contracts with Multiple Components
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Disclosures

Contract combinations

Lease modifications & terminations

Lease incentives

Subleases

Sale-leasebacks

Lease-leasebacks

Other Topics Covered by Statement 87
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Subscription-Based Information 
Technology Arrangements
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Statement No. 96



What?
The Board issued 
standards related to 
reporting 
subscription-based 
information 
technology 
arrangements 
(SBITAs), such as 
cloud computing 
contracts

Why?
Stakeholders were 
concerned that those 
transactions were not 
covered by the 
guidance in Statements 
51 or 87; diversity 
existed in practice

When?
Effective for fiscal 

years beginning after 
June 15, 2022, and 
all reporting periods 

thereafter

Earlier application is 
encouraged

Statement 96 on SBITAs
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Attendance Check 2.  Meaning of Life
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GA
SB
GA
SB

GA
SB

GA
SB

“To
Implement

GASB
Standards”



Scope and Applicability
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A subscription-based information technology arrangement (SBITA) “is a contract that 
conveys control of the right to use another party’s (a SBITA vendor’s) IT software, alone 
or in combination with tangible capital assets (the underlying IT assets) as specified in the 
contract for a period of time in an exchange or exchange-like transaction.”

To determine whether a contract conveys control of the right to use the 
underlying IT assets, a government should assess whether it has both:

• The right to obtain the present service capacity from use of 
the underlying IT assets as specified in the contract 

• The right to determine the nature and manner of use of the 
underlying IT assets as specified in the contract.



GASB 96 does not apply to: 
Contracts that convey control of the right to use another party’s combination of 

IT software and tangible capital assets that meets the definition of a lease in 
GASB 87, in which the software component is insignificant compared to the 
cost of the underlying tangible capital asset
Governments that provide the right to use their IT software and associated 

tangible capital assets to other entities through SBITAs 
Contracts that meet the definition of a P3 in GASB 94
Licensing arrangements that provide a perpetual license to governments to use 

a vendor’s computer software, which are subject to GASB 51

Scope and Applicability (continued)
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An SBITA should be reported under provisions effectively the same as 
those for a lessee under Statement 87—recognize a subscription 
asset and a subscription liability (except for short-term SBITAs)

Recognition and Measurement
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Measurement of the subscription asset should include 
certain capitalizable implementation costs based on stages 
similar to those for internally developed software in GASB 
51:

•Preliminary project stage
• Initial implementation stage
•Operation and additional implementation stage



Preliminary project 
stage 

• Outlays should be 
expensed as 
incurred

Initial implementation 
stage

• In general, outlays 
should be capitalized

• However, if no 
subscription asset is 
recognized (such as 
for a short-term 
SBITA), outlays 
should be expensed 
as incurred

Operation & additional 
implementation stage

• Outlays in this stage 
should be expensed 
as incurred unless 
they meet specific 
capitalization criteria

Accounting for Activities 
Associated with a SBITA
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Implementation Guidance Updates
2019-1, 2020-1, and 2021-1
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What?
The GASB 
annually 
updates its 
Q&A 
implementation 
guidance

Why?
New guidance 
is added as 
new 
pronouncement
s are issued 
and new issues 
arise

When?
2019-1 is effective for periods 
beginning after June 15, 2020

2020-1: periods beginning after 
either June 15, 2021 or December 
15, 2021, depending on the Q&A

2021-2: Questions 4.1–4.3, 4.23, 
and 5.2–5.4, for reporting periods 

beginning after June 15, 2022; 
Questions 4.4–4.21, for fiscal years 

beginning after June 15, 2022; 
Question 4.22, for fiscal years 
beginning after June 15, 2021; 

Question 5.1, for reporting periods 
beginning after June 15, 2023

Implementation Guidance Updates
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• Cash flows reporting
• Derivative instruments
• Fund balance
• Insurance recoveries
• Irrevocable split-interest agreements
• Intra-entity transfers of assets
• Nonexchange transactions
• Pensions and OPEB
• Tax abatement disclosures

Adds new questions on 
standards regarding

• Derivative instruments
• Financial reporting entity
• Pension and OPEB plan reporting

Updates existing Q&A 
guidance related to

Implementation Guide 2019-1

30



• Certain asset retirement obligations
• Conduit debt obligations
• External investment pools
• Fiduciary activities
• Financial reporting entity
• Leases

Adds new questions 
on standards 

regarding

• External investment pools
• OPEB
• Pensions
• Deferral of certain Implementation Guide 

questions and answers

Updates existing 
Q&A guidance 

related to

Implementation Guide 2020-1
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Implementation Guide 2021-1

32

• Derivative instruments
• Fiduciary activities
• Leases, including

• Definition of a lease
• Lease term: options to extend or terminate; 

reassessment
• Short-term leases
• Lessee recognition and measurement
• Lessor recognition and measurement
• Lease incentives
• Modifications and terminations

• Nonexchange transactions

Adds new questions 
on standards 

regarding

• Financial reporting model
• Sales and pledges and intra-entity transfers (Statement 

48)

Updates existing Q&A 
guidance related to



Omnibus 20XX
Exposure Draft
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What?
The Board has 
proposed guidance 
to address 
exchange and 
nonexchange 
financial 
guarantees and 
various practice 
issues

Why?

Omnibus projects 
are used to 
address issues in 
multiple 
pronouncements 
that, individually, 
would not justify a 
separate project

When?

Comment 
deadline was 
September 17, 
2021

Exposure Draft, Omnibus 20XX
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Exchange and Exchange-like Financial Guarantees

Derivative Instruments

Leases, PPPs, and SBITAs

Replacement of Interbank Offered Rates

Technical Updates

Topic Overview
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Recognition and Measurement
• Governments that extend exchange financial guarantees would recognize a 

liability when it is more likely than not that indemnification payments will be 
required

• The liability to recognize would be the discounted present value of the best 
estimate of the future outflows expected

Disclosures
• Description of the financial guarantee
• Total amount of all outstanding guarantees extended
• Description of the timing of recognition and measurement of liabilities
• Cumulative amount of indemnification payments
• Amounts expected to be recovered

Exchange and Exchange-like Financial 
Guarantees
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Derivative Instruments That Are neither Investments nor Hedging 
Derivative Instruments

• Change in fair value would be reported on flow statement separately from 
investment revenues

• Disclosures would be distinguished from hedging derivative instruments and 
investment derivative instruments

• Disclose fair value of derivative instruments that were reclassified from hedging 
derivative instruments

Termination of Hedge Accounting
• If hedging derivative instruments cease to be effective, the balance of the 

deferrals would be reported on the flows statement separately from investment 
revenues.

Derivative Instruments
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Which way do we go?
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Remeasurement of certain assets and liabilities
• Would not be remeasured solely for a change in an index or rate used to 

determine variable payments

Option to Terminate
• Unconditional right that exists within the contract - the right to terminate due to 

the action or inaction of the other party is not an option to terminate
• For leases only - the option to purchase the underlying asset would be 

considered an option to terminate for purposes of measuring the lease term

Short-term Leases and SBITAs
• Modified short-term leases or SBITAs would be remeasured from the inception 

of the lease or SBITA 

Leases, PPPs, and SBITAs
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Variable Lease Payments
• Variable lease payments, other than those that depend on an index or rate or those that 

are fixed in substance, would not be included in the measurement of the lease liability.

Lease Incentives
• Includes the assumption of or an agreement to pay a lessee’s preexisting lease 

obligation to a third party

PPP Remeasurement
• The receivable for the underlying PPP asset would be remeasured if there is a change 

in the PPP term
• Deferred outflow of resources would be adjusted by the same amount as any 

remeasurement change to the liability for the underlying PPP asset

Leases, PPPs, and SBITAs (cont.) 
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London Interbank Offered Rate (LIBOR)
• Date at which it is not an appropriate benchmark interest rate would change 

to when it is no longer determined by the ICE Benchmark Administration using 
the methodology in place as of December 31, 2021.

Supplemental Nutrition Assistance Program (SNAP)
• Apply the provisions of Statement 33

Disclosure of Nonmonetary Transactions
• Disclose measurement attributes rather than basis of accounting

Replacement of Interbank Offered Rates and 
Technical Updates
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Added to Current Technical 
Agenda August 2020

Deliberations Began September 2020

Exposure Draft Approved July 2021

Comment Period Ended September 17, 2021

Final Statement Expected April 2022

Project Timeline
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To do list!
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GASB



Why are we doing this to ourselves?
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Questions?

45
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