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 GASB we will try and cover:

◦ Statement No. 91, Conduit Debt Obligations
◦ Statement No. 92, Omnibus 2020
◦ Statement No. 87, Leases
◦ Statement No. 94, P3s
◦ Statement No. 96, SBITAs
◦ Statement No. 100, Accounting Changes and Error Corrections
◦ Statement No. 101, Compensated Absences



Statement No. 87
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Scope

Establishes a single reporting model for lease accounting based on the 
foundational principle that leases are financings of the right to use an asset.

Timing

Effective for annual reporting periods beginning after June 15, 2021 and 
interim periods beginning the year after. Apply retroactively to all periods 
presented. 

15

Effective date delayed one and a half years by GASB Statement No. 95, Postponement of the 
Effective Dates of Certain Authoritative Guidance
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 Following are relevant dates for a calendar year-end: 

 Other considerations:
◦ Use facts and circumstances that existed at the beginning of the earliest period restated, 

NOT the commencement date of the lease!
 EXCEPTION:  Lessors do not restate assets underlying existing sales-type or direct-

financing leases.  Any residual assets for those leases become the carrying values of 
the underlying assets.

Comparative period Current period

June 30, 2022July 1, 2021July 1, 2020

Beginning of the earliest period 
presented

Effective date
(date of adoption)
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Scope

Establishes standards of accounting and financial reporting for 
SBITAs by a government end user.

Timing

Effective for periods beginning after June 15, 2022. Apply 
retroactively to all periods presented15
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A 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.

GASB Statement No. 96 amends GASB Statement No. 87 to exclude SBITAs from 
the scope of the Lease standard.
• Due to different effective dates, the exclusion of SBITAs from GASB Statement 

No. 87 would not be effective until GASB Statement No. 96 is adopted.
– Requires tangible capital assets associated with a SBITA to be recognized 

under GASB Statement No. 87 and then restated when GASB Statement No. 
96 is adopted.

– Strongly encourage governments to early adopt GASB Statement 
No. 96 concurrently with GASB Statement No. 87.
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• All SBITAs meet definition of lease
• Accounting depends on what the underlying asset is:

– Tangible capital assets alone – GASB Statement No. 87
– IT software alone – GASB Statement No. 96
– IT software in combination with tangible capital assets:
– Software component is insignificant compared to cost of 

underlying tangible capital asset – GASB Statement No. 87
– Otherwise – GASB Statement No. 96

9

Consider early 
implementation 
of SBITA to avoid 
transition 
challenges



• Does the entity have to go back to the inception of the lease? 

• Can the entity go back to the inception of the lease if they have the 
information?

• Is beginning net position always restated?

• Do component units with a different year-end have to implement at the same 
time as the primary government?
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 In order to “convey control of the right to use of the underlying 
asset”, a contract should have both of the following:
◦ The right to obtain the present service capacity from use of the underlying 

asset
◦ The right to determine the nature and manner of use of the underlying asset

A contract (e.g., an agreement between two or more parties that creates enforceable rights and 
obligations) that conveys control of the right to use another entity’s nonfinancial asset (the underlying 

asset) as specified in the contract for a period of time in an exchange or exchange-like transaction.
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Consider timing of implementation of SBITA

Applies to leases of all assets, including subleases, except for the following leases:

Leases of intangible assets, including:
• Leases to explore for or use non-regenerative resources 
• Licensing contracts for items such as motion picture films, video recordings, plays, manuscripts, patents, 

copyrights, and computer software

Leases of biological assets, including timber, living plants and animals

Leases of inventory

Certain public-private and public-public partnerships (PPPs)

Leases with the underlying asset financed wit outstanding conduit debt, unless both the underlying asset and the 
conduit debt are reported by the lessor

Supply contracts, such as power purchase agreements

Subscription-based information technology arrangements
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 Lessors would scope out from balance sheet impact if the following criteria 
are met:
◦ Lease rates cannot exceed a reasonable amount, with reasonableness being subject to 

determination by an external regulator
◦ Lease rates should be similar for lessees that are similarly situated
◦ The lessor cannot deny potential lessees the right to enter into leases if facilities are 

available, provided that the lessee’s use of the facilities complies with generally 
applicable use restrictions



 Specific examples provided by GASB 87:

◦ U.S. Department of Transportation and the Federal Aviation Administration regulate 
aviation leases between airports and air carriers and other aeronautical users
 Meet criteria of aeronautics – out of financial statement recognition for receivable/D.Inflow
 Not aeronautics – would be applicable to GASB 87 recognition
 Cell tower agreements
 Concessionaire agreements
 Other Property/land/building agreements
 Ex. Rental Car – property/office space agreements



 Q—A port authority is a marine terminal operator as defined by the Federal Maritime 
Commission. The United States Shipping Act requires, in part, that a “marine terminal 
operator may not (1) agree with another marine terminal operator or with a common carrier 
to boycott, or unreasonably discriminate in the provision of terminal services to, a common 
carrier or ocean tramp; (2) give any undue or unreasonable preference or advantage or 
impose any undue or unreasonable prejudice or disadvantage with respect to any person; or 
(3) unreasonably refuse to deal or negotiate.” For leases subject to those regulations, has the 
requirement in paragraph 43c of Statement 87 been met?

 A—Yes. Paragraph 43c of Statement 87 requires prohibition of unjust discrimination 
in leasing. The requirements of the United States Shipping Act quoted above related 
to terminal services meet that requirement.

See IG
2020-1, 
Q 4.14



• Maximum possible term at 
commencement date of 12 
months or less

• No recognition of lease 
liability or lease asset required!

• Short term payments are 
expensed as incurred by 
lessees and recognized as 
revenue by lessors

 Short-term leases

• Defined as any contract that:

 Transfers ownership of 
the underlying asset to 
the lessee by the end of 
the contract, and

 Does not contain 
termination options

• These contracts are accounted for 
as financed purchases of the 
underlying asset by lessees and 
sales by lessors!

Contracts that transfer 
ownership

• Lease liability and lease asset 
are recognized

All other leases
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 Q—A government enters into a lease with a 6-month noncancellable period and an option to extend for another 12 
months after the noncancellable period. The government is not reasonably certain that it will exercise the option to 
extend and, therefore, assesses the lease term as six months. Is this agreement a short-term lease under Statement 87? 

A—No. Paragraph 16 of Statement 87 states that a short-term lease “has a maximum possible term under the lease contract 
of 12 months (or less), including any options to extend, regardless of their probability of being exercised.” Therefore, the 
lessee should report a lease liability and a lease asset; however, the lease term would be only six months. 

Fiscal Funding & Appropriation Clauses –
Do not equate to Short-Term!!!!!

Beware of related parties 

Do you have any that may meet the short-
term criteria???

See IG
2019-3, 
Q 4.18



 Q - A government enters into a three-year contract for the right to use a piece of equipment. However, the 
government only obtains the right to use the equipment from January through March for each of those three years. Is 
this contract a short-term lease under Statement 87?

A - Yes. According to paragraph 16 of Statement 87, the maximum possible term of a short-term lease is 12 months or less, 
including any options to extend. The length of the contract when there is interrupted control does not affect the assessment of the 
maximum possible term. The maximum possible term should be based on the period during which the government has a right to 
use the piece of equipment. In this example, the maximum possible term is nine months.

See IG
2021, 
Q 4.11



Transfers 
ownership of the 

underlying asset to 
the lessee by the 

end of the contract

Does not contain 
termination 

options (other than 
fiscal funding or 

cancellation 
clauses)

FINANCED 
PURHCASE 

(NOT a LEASE)

These contracts are not subject to the measurement or financial 
reporting requirements of the GASB 87.

Consideration of impact of GASB 88.



 Q—A vendor installs equipment in a government’s building to increase
energy efficiency. The government will own the equipment at the end of the
agreement, and the contract does not contain a termination option. For
financial reporting purposes, should this transaction be reported as a lease or
a financed purchase?

A—This transaction should be reported as a financed purchase. If title to the equipment
transfers to the lessee by the end of the contract, the transaction is not accounted for as
a lease for financial reporting purposes. Rather, the transaction is a financed purchase,
as discussed in paragraph 19 of Statement 87.

IMPACT ON 
REPORTING AND 
DISCLOSURES:

GASB 88: Debt!!!



Governmental Fund - Initial Journal Entry Debit Credit

Expenditure – Asset (purchased asset) xx,xxx
Other financing sources – Note payable xx,xxx

To record financed purchase of asset

Entity-wide - Initial Journal Entry Debit Credit

Asset (purchased asset) xx,xxx 
Note Payable xx,xxx

To record financed purchase of asset

Thereafter, recognize 
the principal & 
interest expenditures 
and cash outflows

Thereafter, recognize 
the principal & 
interest expenditures 
and cash outflows and 
depreciation on the 
asset.



Meets both lease and PPP 
definitions

Meets SCA definition Follow GASB Statement No. 94 
SCA guidance

Does not meet        SCA definition

Underlying PPP assets not
existing assets of transferor

Follow GASB Statement No. 94 
PPP guidance

Underlying PPP assets existing 
assets of transferor

Improvements required to be 
made by operator

Follow GASB Statement No. 94 
PPP guidance

Improvements not required to be 
made by operator

Follow GASB Statement No. 87 
guidance

23
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Rent expense Capital leases

Construction agreements Other Contracts

Non-reported activities:
• Search for unrecorded leases
• Consult with legal and procurement
• Consult with operational departments if decentralized

26
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• Where are embedded leases often found? Where are embedded 
leases often found?

What is the challenge with embedded leases?
• Leases may be embedded in existing contracts that were previously not identified
• Contracts may not use the terms “lease” or “rent” that allow for easier identification
• Critical evaluation may be required to determine whether a right to control the use 

of an asset is created by the contract

Where are embedded leases often found?
• Advertising agreements
• Service agreements
• Financing agreements
• Management agreements
• Rental
• Technology agreement
• Related party charges

Embedded
LeasesIT services Supply contracts

Financing Agreement Rentals

As a service contracts

27
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Interviews
with personnel 
responsible for 

vendors and contracts

Scrub AP data 
to find recurring 
payments 

Identify material 
vendors

Questionnaire 
to company 
personnel involved 
in contracting 

28

28





Noncancelable 
lease period

Optional 
renewal periods 

if lessee is 
reasonably 
certain to 
exercise

Periods after an 
optional 

termination date 
if lessee is 
reasonably 

certain not to 
exercise that 

option

Optional periods 
to extend if 

lessor is 
reasonably 
certain to 
exercise

The lease term excludes periods in which both the lessee 
and lessor have options to terminate regardless of 

probability.

Fiscal funding/cancelation clauses ignored unless 
reasonably certain of being exercised

Periods after an 
optional 

termination date 
if lessor is 
reasonably 

certain not to 
exercise that 

option

Lessee Lessor

30
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 Obtain documentation of management’s considerations and conclusions
 Evaluate based on auditors’ knowledge of organization, community, history and other factors.

 Example Procedure
◦ Inspect the executed lease agreement and other relevant executed documents governing the terms of the contract and recalculate 

the lease term. Determine whether:
 optional renewal periods or periods after an optional termination date were appropriately included in or excluded from the lease term

based on management’s assessment of the likelihood that the option(s) will be exercised. Evaluate whether management’s
determination of the likelihood of an option to be exercised is reasonable and considers all relevant factors (for example, significant
economic incentives/disincentives, history of exercising options, and the extent to which the asset underlying the lease is essential to
the provision of government services).

 periods for which both the lessee and lessor have a unilateral option to terminate (or both parties have to agree to extend) are excluded
from the lease term.

 provisions that allow for termination due to the purchase of the underlying asset, payment of all sums due, or default on payments are
not considered termination options.

◦ fiscal funding or cancellation clauses are appropriately co



 When determining if an entity is reasonably certain to exercise extension or 
termination options management should consider:

• Economic factors or incentives
• Known plans
• Historical performance or decisions

“Almost sit it and forget once determined”

From basis for 
conclusion:

“The Board 
believes that the 
term reasonably 
certain, although 
also requiring the 
use of professional 
judgment, is a 
higher threshold 
and is less 
speculative than 
probable.”



1 For lessees, RVGs are included if reasonably certain of being required. For lessors, they are included if fixed in 
substance.
2 Included only if reasonably certain to be exercised/required.
3 Lease incentive receivable by the lessee (payable by the lessor) after lease commencement are ordinarily a reduction 
(offset) in the calculation of total lease payments.

Lease payments include:

Type Lessee Lessor

Fixed payments

Variable payments fixed in substance
Variable payments that depend on an index or rate

Residual value guarantees1

Purchase options2

Termination penalties2

(Lease incentives)3

Any other payments2



Lease 
liability/receivable

PV of expected 
lease payments

34

Impact:

 Term
 Discount Rate – later slide
 Consideration/evaluation of Multiple Components – later slide



Assets Liability Deferred Inflow

Lessee Intangible right-to-use lease
asset = Lease liability plus 
prepayments and any ancillary 
costs to place asset to use

Lease liability = PV of expected 
lease payments over  lease term N/A

Lessor

Lease receivable = PV of 
expected lease payments over 
lease term

Continue to report  underlying 
asset N/A

Equals lease receivable plus 
any cash received up front 
that pertains to a future period

Step 3Step 4

Step 3 Step 4
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Assets Liability Deferred Inflow

Lessee

Amortize lease asset over shorter of 
useful life of asset or lease term

Reduce lease liability by principal 
portion of lease payments

Recognize (accrue) interest payable N/A

Lessor
Depreciate leased asset

Reduce lease receivable by principal 
portion of lease payments

Recognize (accrue) interest receivable N/A

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

Step 5Step 6

Step 5 Step 6
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Account for amendment as a 
separate leaseAre both of the following conditions 

present?
◦ Modification gives the lessee an additional 

lease asset by adding one or more underlying 
assets that were not included in the original 
lease

◦ Increase in lease payments for the additional 
lease asset does not appear to be unreasonable

Remeasure lease liability (lessee) 
or lease receivable (lessor)



Q—In Question 4.67 in Implementation Guide 2019-3, the school 
district remeasures the lease liability. Does that remeasurement 
require reassessment of the discount rate?

See IG
2021-1,

4.20

A—Yes. In accordance with paragraph 73 of Statement 87, a 
lease modification requires remeasurement of the lease liability. A 
remeasurement because of a lease modification is the same as 
reperforming an initial measurement. Therefore, reassessment of 
the discount rate is required.
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Lessee Lessor
• Reduce the carrying values of the lease asset and 

lease liability
• Reduce the carrying values of the lease receivable and

deferred inflow of resources

• Recognize a gain or loss for the difference • Recognize a gain or loss for the difference

• Exception: If the termination occurs because the 
lessee purchases the underlying asset, then the lease 
asset should be reclassified to the proper asset class

• Exception: If the termination occurs because the lessee
purchases the underlying asset, then the carrying value
of the underlying asset should be derecognized and
included in the resulting gain or loss
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• How do you determine the lease term if the lessor can cancel only if something 
else happens, for example, the lessee defaults on the payments?

• What if the lease contract has uneven payments, for example a payment is 
made every 5 years.  How does the lessee measure the lease liability?

• Does the lessor have to recognize the deferred inflow (revenue) on a straight-
line basis?

40 40





Why is this important?
• Governments are asking whether it is appropriate to apply a recognition 

threshold to its leases. 
– Leases under the recognition threshold would not go on the balance sheet.

• What should governments be considering in the application?

Using a recognition threshold is generally acceptable, but establishing and 
monitoring the amount of that threshold will require judgment. 

See GASB IG
2019-3,
Q 4.23
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In transitioning to GASB 87, governments have asked 
whether they should: 

1 Evaluate the effect of non-recognition on a ‘net’ basis 
(lease asset – lease liability = net effect), or separately?

2 Base this threshold on one used for another non-GAAP 
policy (e.g. capitalization threshold for Capital Assets)? 

3 Consider the effect of excluding non-recognized leases on 
their GASB 87 lease disclosures?

43



Do not evaluate the effect of non-recognition on a ‘net’ basis 
(lease asset – lease liability = net effect)

• Evaluate effects of non-recognition separately for lease assets and lease liabilities

– Some GAAP measures and financial ratios used by investors and analysts may be affected 
by the non-recognition of the lease assets or lease liabilities separately

– Establishing the threshold on a net basis would be inconsistent with accepted materiality 
considerations

Do not default to a threshold used for another non-GAAP policy 
(e.g. capitalization threshold for capital assets) 

• Non-recognition of liabilities generally has a greater effect on financial statements than non-
recognition of assets 

Do not evaluate the effect of the threshold without considering the effect on disclosures

• Should consider effect on the completeness and accuracy of disclosures 

1

2

3
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 It generally would be acceptable for a government to establish a threshold whereby it recognizes the lease 
liability, but does not recognize the lease asset. 

Initial measurement Reconsider threshold

• The lessee would expense 
at lease commencement the 
amount that would be capitalized 
for the lease asset.

• Lease liability would be calculated 
based on present value of 
payments expected to be made 
during the lease term as discussed 
previously.

• If a lessee adopts a recognition 
threshold that applies only to its 
lease assets, it may be able to use a 
threshold more similar to that used 
for non-capitalization of capital 
assets.

• May need to reconsider threshold 
amount due to combined financial 
statement effect of expensing 
capital assets and lease assets.

• Consider effect on disclosures of 
expensing lease asset at lease 
commencement.

• Effect on disclosures may be 
partially mitigated for either 
operating leases or finance leases 
by certain lessee actions.

Disclosures
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• Leases may contain multiple lease components (e.g., multiple pieces of equipment)

• If lease components have different lease terms, they must be accounted for separately

• If underlying assets are in different major classes of assets for disclosure purposes, they must be 
accounted for separately

Step 1: 
Identify 
separate lease 
components

• Nonlease components must be separated from lease components and accounted for separately

• Nonlease components should be accounted for under applicable nonlease guidance. Many times, 
these components are service contracts.

Step 2: 
Identify any 
nonlease 
components

• Use prices for individual components that are included in the contract, as long as not unreasonable

• If contract doesn’t include separate prices for individual components or they seem unreasonable, use 
judgment to determine the best estimate for allocation to each component, but always maximizing the 
use of observable information

Step 3:
Allocate 
the contract price

47
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1 Identify stated prices in contract

2 Evaluate whether stated prices are “not unreasonable” (using professional 
judgment and maximizing use of observable inputs)

3 Assign contract prices that are “not unreasonable” to individual components (if 
they are only associated with an individual component)

4 Allocate remaining contract prices to applicable components, if practicable 
(allocate based on best estimates, maximizing use of observable inputs)

5 Measure lease liability (lessee) or lease receivable (lessor) using contract 
prices for each lease component

48
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Components of a contract = items or activities that transfer a good or service to the lessee

Example nonlease 
components

Not a separate 
component

Providing utilities (e.g., water or electricity) to 
the lessee

Delivering the leased asset

Common area maintenance

Equipment maintenance or operation Residual value guarantee

Reimbursement of lessor costs for property 
taxes or insurance

GASB IG 2021-1 question 4.11 establishes that property taxes and insurance are nonlease components and 
should not be included in measurement of lease liability.

49
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51

• Most leases do not explicitly state lessor’s rate
– Even if it does, may be difficult to evaluate whether stated rate is 

reasonable

• Most lessees will use their incremental borrowing 
rate
– Will not be one size fits all (different rates across leases)

– Should be based on facts and circumstances of lease 
(payment amounts, payment structure, length of lease, etc.)

– Will be significant effort on lessees in year of adoption 
as well as subsequently

o Helpful to develop yield curve for transition date
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Q—A contract conveys the right to use a building for 30 years 
and the attached parking garage for 15 years. There is no stated 
interest rate included in the lease agreement. Should the discount 
rate be separately assessed for each component?

A— Yes. Paragraph 65 of GASB Statement No. 87 requires that lease 
contracts involving multiple underlying assets be accounted for as 
separate lease components if the underlying assets have different lease 
terms. The reporting of two components instead of one may affect the 
discount rate implicit in the agreement. 

GASB IG
2019-3,
Q 4.61

In addition, the lessee’s estimated incremental borrowing rate (paragraph 23 of GASB 
Statement No. 87) may differ between the two components because of differences in 
lease terms.
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• Most lessors do not include stated rate in leases
• Implicit rate will be hard to calculate

– Often, lease payment are based on market rents rather than financing concept

• We believe most lessors will use their incremental 
borrowing rate
– Will not be one size fits all (different rates across leases)
– Should be based on facts and circumstances of lease (payment amounts, payment 

structure, length of lease, etc.)
– Will be significant effort on lessors in year of adoption as well as subsequently
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Q—Paragraph 47 of Statement 87 requires a lessor to discount the 
future lease payments to be received using the interest rate the lessor 
charges the lessee. How should the lessor determine that rate?

A— If the lease contract contains a stated interest rate, the stated rate 
generally is the rate the lessor charges the lessee. If the stated rate is the 
rate the lessor charges the lessee, the lessor should use that rate. If there is 
no stated rate (or if the stated rate is not the rate the lessor charges the 
lessee), the lessor should determine whether the rate implicit in the lease 
can be estimated…. 

GASB IG
2019-3,
Q 4.61

If there is no stated rate (or if the stated rate is not the rate the lessor charges the 
lessee) and the implicit rate cannot be determined, the lessor may presume (unless 
there is persuasive evidence to the contrary) that it is recovering its cost associated 
with interest cost and use the lessor’s own incremental borrowing rate as the discount 
rate.
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Generate Yield Curve - various government debt issuances, including 
different ratings, durations, types.

• Entity-specific rate that reflects the creditworthiness 
of a government
– Start with debt issuance of government, debt issuance 

of a comparable government, or risk-free rate
– Adjust for any financing specific items (credit rating, secured vs. 

unsecured, taxable vs non-taxable, collateral)
– Adjust for lease specific terms (term, payment structure, payment 

amounts, geographical location)
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General description of leasing arrangements Principle and interest requirements 
to maturity

Total amount of lease assets, related 
accumulated amortization

Commitments under leases before 
commencement date

Amount of lease assets by major classes of 
underlying assets

Impairment loss and any related change 
in lease liability

Amount of variable payments not 
previously included in liability

Amount of other payments not previously 
included in liability

1

2

3

4

5

6

7

8

Additional disclosures are required 
for any sublease transactions, sale-
leaseback transactions and lease-
leaseback transactions, if applicable.

What about capital asset or long-term liabilities disclosures?
58
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59

Q—Should lease assets be included in the disclosure of changes in 
capital assets?

A— Yes. Lease assets are capital assets and, therefore, should be included 
in the disclosure of changes in capital assets. Paragraph 37c of Statement 
87 requires lessees to disclose “the amount of lease assets by major classes 
of underlying assets. . . separately from other capital assets.” Paragraphs 
116 and 117 of GASB Statement No. 34, as amended, require disclosure 
of information about major classes of capital assets, including disclosure 
of changes in capital assets.

GASB IG
2019-3,
Q 4.41

Similarly, changes in the lease liability should be included in the long-term liabilities 
roll forward as required by GASB Statement No. 34.
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General description of leasing arrangements 

Amount of inflows of resources recognized, if amount cannot be 
determined from face financial statements

Amount of inflows of resources recognized for variable and other 
payments not previously included in lease receivable

Existence, terms and conditions of lessee options to terminate lease 
or abate payments if lessor has issued debt which is secured by 
lease payments

1

2

3

4

60
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Relevant disclosures should be provided for the following, if applicable:
• Leases of assets that are investments

• Certain regulated leases

• Sublease transactions

• Sale-leaseback transactions

• Lease-leaseback transactions

If the lessor’s principal ongoing operations consist of leasing assets to 
other entities, a schedule of future payments that are included in the 
measurement of the lease receivable for each of the next five years and in 
five-year increments thereafter should be provided
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Summary of Significant Accounting Policies

• Modification to basis of accounting
• Modification to capital assets
• New lease policy
• Modification to deferred outflows of 

resources/deferred inflows of resources (if applicable)
Where to include the new required disclosures

• New lease note; or,
• Modifications to the capital assets, long-term debt, 

and commitments note
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Will include accounting guidance for both lessees and 
lessors

Will include audit guidance primarily focused on lessees

Audit guidance for lessees can be adapted as appropriate for 
lessors

64
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Audit approach in upcoming new chapter based on rollforward approach

Lease Liability Rollforward
Principal portion 

of lease 
7/1/2021 Additions payments made Remeasurements Modifications Terminations 6/30/2022

Existing Lease 1 PY 16,190  51-52 55 (4,565)  63-66 67-70 71-74 CF 11,625
Existing Lease 2 388,564 (105,000) 283,564
New Lease 1 100,000 (14,527) 85,473
New Lease 2 100,000 (14,527) 85,473
Total 404,754 200,000 (138,619) 466,135

Lease Amendments

Lease Asset Rollforward

7/1/2021 Additions Amortization Impairments Remeasurements Modifications Terminations 6/30/2022

Existing Lease 1 PY 16,190  51-53 56 (4,565)  59-62  63-66  67-70 71-74 CF 11,625
Existing Lease 2 388,564 (105,000) 283,564
New Lease 1 100,000 (14,527) 85,473
New Lease 2 100,000 (14,527) 85,473
Total 404,754 200,000 (138,619) 466,135

Lease Amendments

65
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 Understand the population of leases – completeness

 Understanding the government’s process

 Discuss materiality

 Lease population

 Multiple components

 Restatement for change in accounting principal if removing capital lease

 Large impact on governments acting as a lessor

 Lessor guidance under FASB is largely unchanged, but this is not the case under 
the GASB statement
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 Completeness ex. 

 Inquire of management and key individuals within organization to determine process and 
controls surround development of lease inventory

◦ Including materiality consideration  - Lease asset and lease liability

◦ Procedures/assessment of expiring or terminated leases

◦ Contracts/agreements determined to not be a lease and appropriateness
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 Completeness ex. 

 Based on risk/procedure considerations:

◦ Review board minutes and approvals

◦ Scan gl detail and accounts that may be indicative of lease/rental payments/receipts (review 
support to ensure not a lease)

◦ Evaluate lease contracts from population identified: conclusions where appropriate

◦ Evaluate contracts concluded not to be leases: conclusions where appropriate (be aware of the 
embedded leases)

68



Identification of leases Lease terminations

Initial accounting at lease commencement Short-term leases

Subsequent lease accounting Subleases

Impairment of lease assets Sale-leaseback and lease-leaseback

Remeasurements Intra-entity leases

Lease modifications Leases accounted for in governmental 
funds

1

2

3

4

5

6

7

8

9

8

9

8

8
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Statement No. 94



What?

The Board issued 
guidance for public-
private and public-
public partnerships 
(P3s) that are not 
subject to Statements 
60 or 87, and 
improvements to 
Statement 60

Why?

GASB research 
found that some P3 
transactions are 
outside the scope of 
Statement 60 and 
identified 
opportunities to 
improve Statement 
60’s guidance for 
service concession 
arrangements 
(SCAs)

When?

Effective for 
reporting periods 

beginning after June 
15, 2022
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• Government contracts with another entity to operate or maintain the 
government’s nonfinancial asset

• Entity receives payments from the government based on the asset’s 
availability for use

• Asset’s availability may be based on the physical condition of the asset or 
the achievement of certain performance measures

• May include design, finance, construction, or service components

Availability payment arrangements (APA):

Public-private partnerships and public-public partnerships (P3s) are 
arrangements “in which a government (the transferor) contracts with an 
operator [governmental or nongovernmental] to provide public services by 
conveying control of the right to operate a nonfinancial assets, such as 
infrastructure or other capital asset (the underlying PPP asset), for a period 
of time in an exchange or exchange-like transaction.”
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Although sounds similar to a lease, the definition contains characteristics 
that the Board believes describe transactions in which a government is 
doing more than purchasing or financing a nonfinancial asset or entering 
into an arrangement to purchase services.

The operator in a P3 provides public services.

A P3 conveys control of the right to operate a nonfinancial asset.
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Transactions in which a government compensates an operator 
for activities that are related to designing, constructing, 
financing, maintaining, or operating a nonfinancial asset.

APAs are similar to P3s except that the government retains 
demand risk and responsibility for fee collection associated 
with the underlying asset.

Appendix C – Illustrations (state tollway, tunnel, & bridge)
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A P3 that meets the definition of a lease in Statement 87 – but not the 
definition of a service concession arrangement (SCA) – would be 
reported under Statement 87 unless (a) the underlying PPP assets are not 
existing assets of the transferor or (b) improvements are required to be 
made to those existing underlying P3 assets by the operator.

An APA that is related to the design, finance, or construction of an 
infrastructure or other nonfinancial asset in which ownership of the asset 
transfers by the end of the contract would be reported as a financed 
purchase of the asset.

An APA that is related to operations would be accounted for as flows of 
resources (for example, expense) in the period to which the payments 
relate.
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For all P3s, recognize:

• Receivable for installment 
payments to be received, if any

• Deferred inflow of resources 
for the assets recognized, 
including payments received 
from the operator at or before 
start of the P3 term

If underlying P3 asset is a new 
asset or an existing asset that has 

been improved…

• …and the P3 is an SCA: also 
recognize the capital asset at 
acquisition value when placed 
into operation

• …and the P3 is not an SCA: 
also recognize a receivable for 
the capital asset, measured at 
operator’s estimated carrying 
value as of the future date of 
the transfer in ownership
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For all P3s, recognize:

• Liability for installment 
payments to be made, if any

If underlying P3 asset is (a) existing asset 
or improvement or (b) new asset and the 

P3 is an SCA… 

• …also recognize an intangible 
right-to-use asset

If underlying P3 asset is a new asset 
and the P3 is not an SCA…

• Also recognize the underlying 
P3 asset until ownership is 
transferred

• And a liability for the 
underlying P3 asset, measured 
at the estimated carrying value 
as of the future date of the 
transfer
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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 be 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

79



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.
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 Statement 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 Statement 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 Statement 94
◦ Licensing arrangements that provide a perpetual license to governments 

to use a vendor’s computer software, which are subject to Statement 51
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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)

Measurement of the subscription asset should 
include certain capitalizable implementation costs 

based on stages similar to those for internally 
developed software in Statement 51:

• Preliminary project stage
• Initial implementation stage
• Operation and additional implementation stage
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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
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Statement No. 96



Scope

Establishes standards of accounting and financial reporting for 
SBITAs by a government end user.

Timing

Effective for periods beginning after June 15, 2022. Apply 
retroactively to all periods presented15

8
5



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.



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)

Measurement of the subscription asset should 
include certain capitalizable implementation costs 

based on stages similar to those for internally 
developed software in Statement 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



 Previously mentioned primarily the same with some considerations:

◦ Commences when initial implementation stage is completed 
◦ No subscription liability or subscription asset until then 
◦ Payments made before are prepayment until commencement

 Multiple Modules
◦ Subscription term begins when first module (or set of interdependent modules) is 

implemented 
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Statement No. 91



What?

The Board 
improved the 
existing standards 
related to conduit 
debt obligations 
by providing a 
single reporting 
method for 
government 
issuers

Why?

Interpretation 2 
had been in effect 
for 20 years before 
its effectiveness 
was evaluated; 
based on GASB 
research, 
improvements 
were needed to 
eliminate diversity 
in practice

When?

Effective for 
periods beginning 

after December 15, 
2021

Earlier application 
is encouraged



1. There are at least three parties involved: the government-issuer,
the third-party obligor (borrower), and the debt holder or
trustee.

2. The issuer and the third-party obligor are not within the same
financial reporting entity.

3. The debt obligation is not a parity bond of the issuer, nor is it
cross-collateralized with other debt of the issuer.

4. The third-party obligor or its agent, not the issuer, ultimately
receives the proceeds from the debt issuance.

5. The third-party obligor, not the issuer, is primarily obligated for
the payment of all amounts associated with the debt obligation.



Generally, issuers’ commitments are limited to the resources 
provided by the third-party obligor.

For example:
• Extending a moral obligation pledge
• Extending an appropriation pledge
• Extending a financial guarantee 
• Pledging its own property, revenue, or other 

assets as security

Occasionally, an issuer may extend an
additional commitment

to support debt service in the event of 
the third-party obligor’s default. 

Under a voluntary commitment, issuer voluntarily decides to make a debt 
service payment or request an appropriation for a payment in the event that the 

third-party is, or will be, unable to pay.



Do not recognize a conduit debt obligation as a liability

May have a related liability arising out of an additional or voluntary 
commitment

Additional commitment: report a liability when qualitative factors indicate it is 
more likely than not that the issuer will support debt service payments for a 
conduit debt obligation

Voluntary commitment: if a certain event or circumstance has occurred, evaluate 
likelihood, then report a liability if it is more likely than not that the issuer will 
support debt service payments

Voluntary commitments for which a liability is recognized and all additional 
commitments: At least annually reevaluate whether recognition criteria are met while 
conduit debt is outstanding



• Capital asset is built or acquired with proceeds of the conduit debt 
obligation.

• Issuer retains title to the capital asset from the beginning of the 
arrangement.

• Payments from the third-party obligor are to cover debt service 
payments.

• Payment schedule of the arrangement coincides with the debt 
service repayment schedule.

Some conduit debt obligations 
include

arrangements* that involve 
capital assets to be used by the 

third-party obligor but owned by 
the issuer. 

*Often characterized as “leases”



Accounting by the issuer:

Do not report those arrangements as leases

Do not recognize a liability for the related conduit debt 
obligations

Do not recognize a receivable for the payments related to those 
arrangements

If the arrangement meets the definition of a service concession 
arrangement, follow Statement 60



Does title pass to third-party 
obligor at end of arrangement?

Does the issuer 
recognize a capital 
asset?

Does the issuer recognize a 
deferred inflow of 
resources?

Yes No No

No, and third party has exclusive use 
of entire capital asset

Yes, when the 
arrangement ends

No

No, and third party has exclusive use 
of only portions of the capital asset

Yes, at the inception of 
the arrangement

Yes, at the inception of the 
arrangement; deferred 
inflow recognized as 
revenue over the term of the 
arrangement



• Description of limited commitments
• Description of additional commitments (legal authority and 

limits; length; arrangements for recovering payments from 
third-party obligors, if any)

• Aggregate outstanding principal amount

A general 
description of the 
issuer’s conduit 
debt obligations

• Description of timing of recognition and measurement of the 
liability

• Beginning balances, increases, decreases, ending balances
• Cumulative payments that have been made
• Amounts expected to be recovered, if any, for those payments

If the issuer 
recognizes a 

related liability
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Statement No. 92



What?

The Board has 
amended existing 
standards covering 
multiple topics

Why?

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

When?

Effective dates 
vary by topic

Earlier 
application is 

encouraged and 
permitted by topic



Leases

Effective date of Statement 87 and Implementation Guide 2019-3 is changed 
from “reporting periods” to “fiscal years…and all reporting periods 
thereafter”

Government combinations and disposals of operations

Provides an exception to the use of acquisition value in the measurement of an 
acquired asset retirement obligation

Derivative instruments

• Amends NCGA and GASB pronouncements to standardize the terminology 
used to refer to derivative instruments



• Limit the requirements of paragraphs 22 and 25 to defined benefit pension and 
OPEB plans – plans not administered through a trust that meets specified criteria 
should apply Statement 84 with regard to the liability to the beneficiary 
(employee)

• Supersedes guidance in Statements 73 and 74 regarding recognition of a liability 
to employers and NECEs for the excess of assets over liabilities for benefits 
payments and administrative expenses in custodial funds in circumstances in 
which assets are accumulated for the pensions and OPEB of other employers 
and NECEs 

Application of Statement 84 to Postemployment Benefit 
Arrangements

• Amend Statements 73 and 74 to replace references to control of assets in those 
same circumstances, to avoid limiting the application of the associated 
requirements of those Statements

Applicability of Statements 73 and 74

• Amends paragraph 81 of Statement 72 to adjust the example of nonrecurring fair 
value measurements of assets and liabilities

• Same example as presented in paragraph 455 of Statement 62

Fair value measurements



• Amends paragraph 15 of Statement 48 to clarify that amounts associated 
with the transfer of capital or financial assets from an employer or NECE to 
a defined benefit pension or OPEB plan within the same financial reporting 
entity should be reported as contributions to the plan, in accordance with 
Statements 68 and 75

• Clarifies that the provisions of paragraph 15 apply to all transfers of assets 
within a financial reporting entity

Intra-entity transfers of assets

• Amends paragraph 37 of Statement 10 to clarify that amounts that are 
recoverable from reinsurers or excess insurers and that relate to paid claims 
and claim adjustment expenses may be reported as reductions of expenses 
but are not required to be.

Reinsurance recoveries



Requirements related to: Effective Date

1. Leases
2. Reinsurance recoveries
3. Derivative instruments

Upon issuance

4. Intra-entity transfers of assets
5. Applicability of Statements 73 and 74

Fiscal years beginning after June 15, 
2021

6. Application of Statement 84 to postemployment 
benefit arrangements

7. Fair value measurements

Reporting periods beginning after June 
15, 2021

8. Government combinations and disposals of 
operations

For government acquisitions occurring 
in reporting periods beginning after June 
15, 2021





What?

GASB’s review of the 
effectiveness of 
existing standards 
identified substantial 
need for improvement 
and clarification

Why?

The relevant guidance 
is based on several 
sources of accounting 
standards, some of 
which have been 
superseded, and much 
of which has been in 
effect without review 
by the GASB for 
decades

When?
Effective for fiscal 
years beginning after 
June 15, 2023

Early application is 
encouraged
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 Changes in Accounting principles
 Changes in Accounting estimates
 Changes to or within the financial reporting entity
 Correction of errors in previously issued F.S.



 Accounting Principle/Error
◦ Nature of change

• Identification of items affected
• New pronouncement – identify 

◦ Reason for change in principle (except implementation of new pronouncement)
◦ For Comparative – if not practicable disclosure reasons for
◦ Effects on beg. NP, FB, or Fund NP

 Estimates
◦ Nature of change and FS items affected
◦ Reason for change in methodology and why its preferable



 Reporting Entity
◦ Nature of change
◦ Reason for change 
◦ Effects on beg. NP, FB, or Fund NP

 Error Correction
◦ Nature of error and correction, including periods affected by and identification of FS 

items
◦ Single year, effect on NP, FB, or fund NP

• Comparative









What?

The Board has 
proposed updated 
guidance for 
accounting and 
financial reporting 
for compensated 
absences

Why?

A review of 
Statement 16 
indicated 
opportunities for 
improvement and 
additional guidance 
for certain types of 
leave

When?

Effective for 
fiscal years 
beginning after 
December 15, 
2023

Early application 
is encouraged



A compensated absence is

• Leave that employees use for 
time off with pay

• Leave for which employees 
receive payment upon 
termination of employment, 
or

• Leave for which employees 
receive settlement through 
other means, such as 
conversion to 
postemployment benefits

Examples:

• Vacation and sick leave
• Paid time off (PTO)
• Holidays
• Certain types of sabbatical 

leave 



• Can be carried forward from reporting period when earned to 
a future reporting period when it will be paid or settled

Absence accumulates

• Employee already has performed the services required to earn 
the absence

Absence is attributable to services rendered

• Likelihood of more than 50 percent

Absence is more likely than not to be either used for time off 
,paid or settled

Exception: more likely than not to be 
converted to defined benefit pension/OPEB



Accumulated 
leave

Salary-related 
payments

Leave that meets 
the recognition 

criteria

Generally the 
employee’s 
pay rate at 
financial 

reporting date

Exception: 
more likely 

than not to be 
paid at a 

different rate

Exception: more 
likely than not to 

be settled through 
other means

Pay rate

Directly and 
incrementally 

related

DC pension or 
OPEB recognized 

as pension or 
OPEB liability

DB pension or 
OPEB excluded



 Note disclosures
◦ No new note disclosures
◦ Exceptions to existing long-term liability disclosures for compensated 

absences:
• Option to present net increase or decrease with indication that it is a net amount
• Not required to disclose governmental fund used to liquidate

 Effective date
◦ Reporting periods beginning after December 15, 2022



2019-1, 2020-1, and 2021-1



What?

The GASB 
annually updates its 
Q&A 
implementation 
guidance

Why?

New guidance is 
added as new 
pronouncements 
are issued and new 
issues arise

When?

Effective dates vary 
by Q&A from 

periods beginning 
after June 15, 2020 

through periods 
beginning after 
June 15, 2023



• 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



• 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



• 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
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