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99 – OMNIBUS 2022 (EFFECTIVE IMMEDIATELY)
 Replacement of London Interbank Offered Rate (LIBOR)


Even though the ICE Benchmark Administration will continue to publish LIBOR after December 31, 2021, LIBOR still ceases to be an
appropriate benchmark interest rate for a derivative instrument that hedges interest rate risk of taxable debt.

 Supplemental Nutrition Assistance Program (SNAP)


State governments should recognize distributions of benefits from SNAP in accordance with GASB 33.

 Disclosure of nonmonetary transactions


If you have a nonmonetary transaction, the notes should disclose the measurement attribute(s) applied to the assets transferred, rather
than the basis of accounting for those assets.

99 – OMNIBUS 2022 (EFFECTIVE IMMEDIATELY)
 Pledges of future revenues when resources are not received by the pledging government


Adding guidance for blending component units when the blended component unit was created to issue debt, secured by a pledge of the
government’s revenue, on the government’s behalf.

 Focus of the government-wide financial statements


Fixing terminology between “the overall reporting government” and “the financial reporting entity as a whole”.

 Terminology update


Fixing references to “balance sheet”, “fund equity”, and “flow of resources statement” in GASB’s literature to align with the terminology
in GASB 63.

GASB 87 LEASES (6/15/2021)
 Effective for fiscal years beginning after June 15, 2021
 Establishes single model for lease accounting based on the foundational principle that leases are financings of the

right to use an underlying asset
 Lessees – At commencement, recognize a lease liability and a right-to-use lease asset. Liability will be measured at

the present value of payments.
 Lessors – At commencement, recognize a lease receivable and a deferred inflow of resources. The lease receivable

is initially measured at the present value of lease payments.

GASB 87, LEASES
THE OLD WAY OF ACCOUNTING FOR LEASES
Capital Leases (meets any of these)
 Transfer of ownership
 Bargain Purchase Option
 Lease term is equal to or greater than 75% of estimated life of property
 PV of the rental or other minimum lease payments equals or exceeds 90% of the FV of the leased property

Otherwise – Operating Lease

GASB 87, LEASES
DEFINITION OF A LEASE
 A contract 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
 Examples of nonfinancial assets include


Buildings,



Land,



Vehicles, and



Equipment.

 Any contract that meets this definition should be accounted for under the leases guidance, unless specifically

excluded.

GASB 87, LEASES
CONTROL
Control requires both of the following:

 The right to obtain the present service capacity from use of the underlying asset, and

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

GASB 87, LEASES
EMBEDDED LEASES
Contracts could contain both a lease component and a service component

 Advertising
 Information technology
 Transportation
 Construction

GASB 87, LEASES
CONTRACTS THAT TRANSFER OWNERSHIP
A contract that:
 Transfers ownership of the underlying asset to the lessee by the end of the contract
 Does not contain termination options
 May contain a fiscal funding or cancellation clause that is not reasonably certain of being exercised

Should be reported as a financed purchase of the underlying asset by the lessee or sale of the asset by the lessor

GASB 87, LEASES
Is there a specified nonfinancial asset
(land, building, vehicle, and equipment)?

No

Yes

Does the governmental entity have the right to obtain the present service
capacity from use of the underlying asset?

No

Yes

Does the governmental entity or the vendor have right to determine the
Vendor
nature and manner of use of the underlying asset as specified in the contract?

Governmental entity
Does the transaction represent an exchange or exchange-like transaction?

No

Yes

No

Does the contract transfer ownership of the underlying asset to the
governmental entity by the end of the contract and not contain termination
options?

The contract contains a lease.

Yes

The contract does not
contain a lease.

GASB 87, LEASES
INITIAL REPORTING OF A LEASE
Assets

Liability

Deferred Inflow

Lessee

Intangible asset (right-to- Present value of
N/A
use leased asset) –
future lease payments
value of lease liability

Lessor

• Lease receivable
• Continues to report
leased asset

N/A

Equal to lease
receivable plus any
cash received up front
related to future
periods

GASB 87, LEASES
SUBSEQUENT REPORTING OF A LEASE
Assets

Liability

Deferred Inflow

Lessee

Amortize over shorter of
useful life or lease term

Reduce by lease
payments (less
interest expense)

N/A

Lessor

• Depreciate leased
asset

N/A

Recognize revenue
over the lease term on
a systematic and
rational basis

• Reduce receivable by
lease payments

GASB 87, LEASES
AMORTIZATION TABLE EXAMPLE

GASB 87, LEASES
RECORDING OF LEASE IN THE FINANCIAL STATEMENTS
General Ledger Account

Description

Asset

RTU Lease Asset

Liability

Lease Liability

Debit

Credit

$43,007
$43,007

To record lease at inception.
Liability

Lease Liability

$8,143.70

Expense

Debt Service - Interest

$1,014.46

Asset

Cash

To record principal and interest payments made during the fiscal year.

$9,158.16

GASB 87, LEASES
RECORDING OF LEASE IN THE FINANCIAL STATEMENTS
General Ledger Account

Description

Debit

Expense

Amortization

$8,601.50

Asset

Accumulated Amortization

To record annual amortization of the ROU lease asset.

Credit
$8,601.50

GASB 87, LEASES
LEASE RECOGNITION THRESHOLD
 Must be adopted by each governmental entity
 GASB likens this to your threshold for capitalizing assets
 Materiality individually and in the aggregate should be considered


Right-to-use Asset



Lease Liability

 Consider the effect of threshold on note disclosures

GASB 87, LEASES
INTEREST
Explicit Rate, Implicit Rate, and Incremental Borrowing Rate

 The GASB concluded that the interest rate the lessor charges the lessee, which may be the interest rate implicit in

the lease, is preferable because it is the rate at which the transaction is made.
 The GASB also concluded that if the interest rate implicit in the lease is not readily determinable, the lessee’s

estimated incremental borrowing rate is an acceptable alternative. Use IRR, PV, NPV in excel.
 Incremental borrowing rate = an estimate of the interest rate that would be charged for borrowing the lease

payment amounts during the lease term

GASB 87, LEASES
INCREMENTAL BORROWING RATE (IBR)
Defined as “The rate of interest that a lessee would have to pay to borrow on a collateralized basis over a similar term
an amount equal to the lease payments in a similar economic environment.”
In other words – what rate would a financial institution charge you to buy the asset?
Ways to calculate:
 Look at current loan book – any notes for similar assets and terms?
 Talk to banker – what are the current rates for owner occupied real estate, asset-based lending, etc.? Talk to

multiple bankers – build out a rate sheet.

GASB 87, LEASES
TO RESTATE OR NOT TO RESTATE?
 Leases should be recognized and measured using the facts and circumstances that existed at the beginning of the

period of implementation.
 Community colleges in Texas present comparative financial statements; therefore, implementation will be as of

September 1, 2020.
 Consider agreements and contracts that were reported as capital leases in the past but do not meet the definition

of a lease under GASB 87.
 Management’s discussion and analysis does not need to be restated for periods prior to implementation.

GASB 87, LEASES
WHAT IS EXCLUDED?
 Biological assets

 Short-Term Leases

 Conduit debt financings

 A lease that has a maximum

 Inventory
 Intangible assets (ex. Licensing

contracts for computer software)
 Service concession arrangements

(Statement No. 60)

possible term of 12 months or less,
including all options to extend,
regardless of their probability of
being exercised.
 Supply contracts (ex. Power

purchase contracts)

GASB 87, LEASES
AUDIT REQUESTS (PBC LIST)
 Inventory of all leases that includes start date, end

date, present value of future lease payments,
payment schedule, interest rate
 Lease agreements and contracts
 Support for interest rate used (explicit, implicit, or

incremental borrowing rate)
 Lease accounting policy and procedures, including

your lease recognition threshold

 Journal entries to establish right-to-use lease

assets and lease liabilities
 Lessors: Schedules for lease receivables and

deferred inflow of resources
 Lessees: Amortization schedules for right-to-use

lease assets and lease liabilities
 Lessees: Right-to-use lease asset roll forward

schedule, including current year amortization and
accumulated amortization

GASB 87, LEASES
INFORMATION TECHNOLOGY CONTRACT


Secure cage space (excluding power) – Right of first refusal



Vendor-provided cabinet within a cage



30A 208V AC – Single Phase

NO



30A 120V AC – Single Phase

NO



Secure cage space (excluding power)

YES



DCI Cross Connect and Port, 10Gb SMF

YES



Data Center Interconnect Bandwidth

NO



IP Bandwidth

NO



BGP4 Routing

NO



Carrier Cross Connect – Ethernet and Fiber

NO

Is there a specified
nonfinancial asset?

NO

Is control conveyed?

YES

Is this an exchange
or exchange-like
transaction?
Does a transfer of
ownership occur at
the end of the term?

GASB 87, LEASES
INFORMATION TECHNOLOGY CONTRACT

Is there a specified
nonfinancial asset?

Is control conveyed?
 Vendor-provided cabinet within a cage

YES

 Secure cage space (excluding power)

YES

 DCI Cross Connect and Port, 10Gb SMF

YES

Is this an exchange
or exchange-like
transaction?
Does a transfer of
ownership occur at
the end of the term?

GASB 87, LEASES
INFORMATION TECHNOLOGY CONTRACT
 Vendor-provided cabinet within a cage


NO

Is there a specified
nonfinancial asset?

Is control conveyed?

$0 per month

 Secure cage space (excluding power)


$3,062.50 (490 x $6.25) per month



$2,262.50 (362 x $6.25) per month

 DCI Cross Connect and Port, 10Gb SMF


$300.00 (2 x $150.00) per month



$300.00 (2 x $150.00) per month

YES

YES

Is this an exchange
or exchange-like
transaction?
Does a transfer of
ownership occur at
the end of the term?

GASB 87, LEASES
INFORMATION TECHNOLOGY CONTRACT

Is there a specified
nonfinancial asset?

Is control conveyed?

 Secure cage space (excluding power)

NO

 DCI Cross Connect and Port, 10Gb SMF

NO

Is this an exchange
or exchange-like
transaction?
Does a transfer of
ownership occur at
the end of the term?

GASB 87, LEASES
INFORMATION TECHNOLOGY CONTRACT
 Effective Date: April 1, 2020

Lease Term

Noncancelable
period

 Term: 36 months; 31 months as of September 1, 2020
 Not a short-term lease

Lessee/Lessor
options to extend

 The service term will auto-renewal for successive one (1) year periods unless either party

informs the other party in writing of its intent to not to renew at least ninety (90) days
prior to the scheduled expiration of the then-current service term.

Lessee/Lessor
options to terminate

GASB 87, LEASES
INFORMATION TECHNOLOGY CONTRACT
INTEREST RATE
 Interest rate was not stated in the agreement/contract
 To calculate the interest rate, we would need the fair market value of the specified nonfinancial assets:


Secure cage space (excluding power)



DCI Cross Connect and Port, 10Gb SMF



Use IRR function in excel to calculate the internal rate of return for a series of cash flows



Ask vendor for pricing to pay in advance versus in payments over the lease term

 Bank could quote you a rate to borrow that amount of as the start of the agreement and repaid over the term of the

agreement.

GASB 87, LEASES
INFORMATION TECHNOLOGY CONTRACT
ASSET/LIABILITY MEASUREMENT
 The aggregate sum of the future lease payments totals $183,675. This needs to be discounted using the applicable

interest rate to determine the present value of the future lease payments.

Amount
Secure cage space
DCI Cross Connect and Port,
10Gb SMF
DCI Cross Connect and Port,
10Gb SMF

$

Secure cage space
$

Remaining Term
(months) at
9/1/2020

Monthly
Payment

94,937.50

31

3,062.50

9,300.00

31

300.00

9,300.00

31

300.00

70,137.50

31

2,262.50

183,675.00

GASB 87, LEASES
OFFICE SPACE (86,567 SQ. FT.)

Is there a specified
nonfinancial asset?

Is control conveyed?

 General office space

YES

Is this an exchange
or exchange-like
transaction?
Does a transfer of
ownership occur at
the end of the term?

GASB 87, LEASES
OFFICE SPACE (86,567 SQ. FT.)

Is there a specified
nonfinancial asset?

Is control conveyed?

 General office space


YES

Total base rent for the term from April 1, 2017 through March 31, 2033 shall be $28,237,072.62

Is this an exchange
or exchange-like
transaction?
Does a transfer of
ownership occur at
the end of the term?

GASB 87, LEASES
OFFICE SPACE (86,567 SQ. FT.)

Is there a specified
nonfinancial asset?

Is control conveyed?

 General office space

NO

Is this an exchange
or exchange-like
transaction?
Does a transfer of
ownership occur at
the end of the term?

GASB 87, LEASES
OFFICE SPACE (86,567 SQ. FT.)
 Effective Date: April 1, 2017

Lease Term

Noncancelable
period

 Term: 192 months; 151 months as of September 1, 2020
 Not a short-term lease

Lessee/Lessor
options to extend

 The tenant has one (1) renewal option to extend the lease term for an additional ten (10)

years. The option shall be exercised in writing to the landlord at least 365 days before
the expiration of the lease term. Is this option reasonably certain of being exercised?

Lessee/Lessor
options to terminate

GASB 87, LEASES
OFFICE SPACE (86,567 SQ. FT.)
INTEREST RATE
 Interest rate was not stated in the agreement/contract
 To calculate the interest rate, we would need the fair market value of the specified nonfinancial asset:


Ask landlord for pricing to pay in advance versus in payments over the lease term

 Bank could quote you a rate to borrow that amount of as the start of the agreement and repaid over the term of the

agreement.

GASB 87, LEASES
OFFICE SPACE (86,567 SQ. FT.)
ASSET/LIABILITY MEASUREMENT
 The aggregate sum of the future lease

payments totals $22.9 million. This
needs to be discounted using the
applicable interest rate to determine
the present value of the future lease
payments.
 Taxes, insurance, common area

maintenance (CAM), maintenance,
other services are not included in the
calculation of the lease liability.

9/1/2020
4/1/2021
4/1/2022
4/1/2023
4/1/2024
4/1/2025
4/1/2026
4/1/2027
4/1/2028
4/1/2029
4/1/2030
4/1/2031
4/1/2032

3/31/2021
3/31/2022
3/31/2023
3/31/2024
3/31/2025
3/31/2026
3/31/2027
3/31/2028
3/31/2029
3/31/2030
3/31/2031
3/31/2032
3/31/2033

Base Rent

Monthly

$937,794.55
1,639,800.84
1,672,596.84
1,706,048.76
1,740,169.80
1,774,973.16
1,810,472.64
1,846,682.04
1,883,615.64
1,921,287.96
1,959,713.76
1,998,908.04
2,038,886.16

133,970.65
136,650.07
139,383.07
142,170.73
145,014.15
147,914.43
150,872.72
153,890.17
156,967.97
160,107.33
163,309.48
166,575.67
169,907.18

$22,930,950.19

92 – OMNIBUS 2020 (6/15/2021)

 Valuing assets transferred from a governmental employer or nonemployer contributing entity to a pension or OPEB

plan in the same financial reporting entity at carrying value of future revenues when resources are not received by
the pledging government
 Clarifying the interactions between GASB 73/74 and GASB 84 for pension and OPEB plans not administered

through GASB 67/74 qualifying trusts

92 – OMNIBUS 2020 (6/15/2021)

 Clarifying reporting requirements for defined contribution benefit plans reported as fiduciary activities and clarifies

reporting on liabilities to the beneficiary employer in defined benefit plan
 Clarifying how Asset Retirement Obligations (ARO) should be measured in a government acquisition
 Fixed an incorrect paragraph reference in paragraph 81 of GASB 72

93 – REPLACEMENT OF INTERBANK OFFERED RATES (6/15/2021)
 Many arrangements in which variable amounts are received or paid are based on an interbank offered rate (IBOR)
 London Interbank Offered Rate (LIBOR) is expected to cease to exist in its current form at some point
 Two areas where this will be applicable:


Derivative instruments



Leases

93 – REPLACEMENT OF INTERBANK OFFERED RATES (6/15/2021)
A government should continue hedge accounting for derivative instruments if all of the following are true;
 Hedging instrument is amended or replaced to change the reference rate or to add/change fallback provisions

related to the reference rate
 New reference rate essentially equates to the original reference rate
 Only term changes were to reference rate
 All other terms are identical

93 – REPLACEMENT OF INTERBANK OFFERED RATES (6/15/2021)
Lease changes should not be considered lease modifications:



Contract is amended solely to replace the IBOR with another rate



IBOR is only adjusted as necessary to essentially equate the old and new rates

97 – IRC SECTION 457 PLANS (6/15/2021)

 IRC Section 457 plans are to be classified as either a pension plan or other employee benefit plan depending on

whether the plan meets the definition of a pension plan
 Clarifies GASB 84, as amended, should be applied to all arrangements organized under IRC Section 457
 Clarifies that IRC Section 457 plans that meet the definition of a pension plan should follow GASB 68 and GASB 73,

as amended, as appropriate.

91 – CONDUIT DEBT (12/31/2021)

Definition
 A debt instrument issued in the name of a state or local government (the issuer) that is for the benefit of a third

party primarily liable for the repayment of the debt instrument (the third-party obligor).

91 – CONDUIT DEBT (12/31/2021)
Must have all of the following characteristics:


At least three parties involved:


Issuer



Third-party obligor



Debt holder/trustee



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



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



Third-party obligor (or its agent) ultimately receives the proceeds from issuance.



Third-party obligor (not issuer) is primarily obligated for payment of all amounts.

91 – CONDUIT DEBT (12/31/2021)
Recognition of a liability is evaluated based on the government’s level of commitment:
 Limited
 Additional
 Voluntary

Frequency of evaluating liability or potential liability will vary based on level of commitment.

94 – PUBLIC-PRIVATE AND PUBLIC-PUBLIC PARTNERSHIPS AND
AVAILABILITY PAYMENT ARRANGEMENTS (6/15/2022)
Public-Private or Public-Public Partnerships (PPP)


A transferor contracts with an operator to provide public services by conveying control of the right to operate or use a nonfinancial asset,
such as infrastructure or other capital asset (the underlying PPP asset), for a period of time in an exchange or exchange-like transaction.

A Service Concession Arrangements (SCA) is a PPP arrangement that meets all the following criteria:


Transferor conveys to operator the right and related obligation to provide public services through the use and operation of an underlying PPP
asset in exchange for significant consideration, such as an upfront payment, installment payments, a new facility, or improvements to an
existing facility.



Operator collects and is compensated by fees from third parties



Transferor determines or can modify or approve which services the operator is required to provide, to whom the operator is required to
provide the services, and the prices or rates that can be charged for the services.



The transferor is entitled to significant residual interest in the service utility of the underlying PPP asset at the end of the arrangement.

94 – PUBLIC-PRIVATE AND PUBLIC-PUBLIC PARTNERSHIPS AND
AVAILABILITY PAYMENT ARRANGEMENTS (6/15/2022)
Availability Payment Arrangements (APAs)
 A government compensates an operator for activities that may include designing, constructing, financing,

maintaining, or operating an underlying nonfinancial asset for a period of time in an exchange or exchange-like
transaction. The payments by the government are based entirely on the asset’s availability for use rather than on
tolls, fees, or similar revenues or measures of demand.
 Availability for use may be based on specified criteria such as physical condition of the asset, construction

milestones, or the achievement of certain availability measures.

94 – PUBLIC-PRIVATE AND PUBLIC-PUBLIC PARTNERSHIPS AND
AVAILABILITY PAYMENT ARRANGEMENTS (6/15/2022)
PPPs and SCAs are often alternatives to a government obtaining its own financing.

The types of assets that may be subject to GASB 94:
 Infrastructure

 Recreational facilities

 Hospitals

 Jails/prisons

 Student services for colleges and universities

 Wastewater treatment plants

 Sports facilities

 Museums

GASB 96, SUBSCRIPTION-BASED INFORMATION TECHNOLOGY
ARRANGEMENT (SBITA)
 Effective for fiscal years beginning after June 15, 2022
 Government End Users – At commencement, recognize a subscription liability and a right-to-use subscription asset.

Liability will be measured at the present value of payments.
 No guidance is contained in GASB 96 for when a government is a “vendor” of a SBITA
 Examples include:


Software as a Service (SaaS)



Platform as a Service (Paas)



Infrastructure as a Service (IaaS)

GASB 96, SBITAS
KEY DATA ELEMENTS
 Subscription term
 Short-term SBITAs
 Asset/liability measurement
 Incentives
 Components
 Combinations
 Modifications and terminations

GASB 96, SBITAS
SUBSCRIPTION TERM
Includes the period during which a government has a noncancelable right to use the underlying IT assets and would
include periods covered by an option to
 Extend (if it is reasonably certain the government or SBITA vendor will exercise that option) or
 Terminate (if it is reasonably certain the government or SBITA vendor will not exercise that option)

A fiscal funding or cancellation clause should affect the subscription term only if it is reasonably certain that the clause
will be exercised.

GASB 96, SBITAS
EXCEPTIONS
 Short-term SBITAs, which are 12 months or less, including any options to extend, regardless of their probability of

being exercised.

 SBITAs that are cancellable by both parties are excluded.

 The GASB believes that perpetual licensing arrangements do not satisfy the definition of a SBITA, even though the

arrangement may include an installment payment plan.

GASB 96, SBITAS
CALCULATING THE SUBSCRIPTION LIABILITY
Initial measurement of the subscription liability is the present value of the subscription payments expected to be made
during the subscription term.
Measurement includes:
 Fixed payments
 Variable payments dependent on an index or rate
 Variable payments that are fixed in substance and further adjusted for termination penalties
 Incentives
 Other payments reasonably certain of being required based on all relevant factors

GASB 96, SBITAS
CALCULATING THE SUBSCRIPTION LIABILITY

Variable payments
may be based on
usage (throughout) or
number of nodes
would be outflows
(i.e. expense).

Principal payments
made during the
subscription term
will reduce the
subscription
liability. Interest
payments will be
outflows (i.e.
expense).

Changes in
subscription term,
interest rate or
some other
contingency that
was part of the
calculation of the
initial subscription
liability, may
require
remeasurement of
the subscription
liability.

GASB 96, SBITAS
RIGHT-TO-USE SUBSCRIPTION ASSET
The initial
measurement of the
subscription liability
also derives the initial
measurement of the
subscription
(intangible) asset with
adjustments for
incentives or up-front
payments.

Asset is then
amortized
systematically and
rationally over the
life of the asset or
the subscription
term, whichever is
shorter, when the
asset is placed into
service.

Subsequent
adjustment to the
asset may be
needed for
adjustments to the
liability or
impairment.

GASB 96, SBITAS
IMPLEMENTATION COSTS
The three stages of implementation that have been in GAAP since GASB 51 are included in GASB 96 with the same
language describing the stages:
 Preliminary project stage
 Initial implementation stage and
 Operational (and additional implementation) stage

The preliminary project and operational (and additional implementation) stages are expensed, while the initial
implementation stage is capitalized.
Training costs are expensed.

GASB 96, SBITAS
COMPONENTS
SBITAs commonly have multiple components – the subscription (the right-to-use IT asset) and a non-subscription
component (ex. maintenance, support, training).
 Subscription is capitalized
 Non-subscription is an outflow (expense)

GASB 96, SBITAS
AUDIT REQUESTS (PBC LIST)
 Inventory of all subscriptions that includes start

date, end date, present value of future subscription
payments, payment schedule, interest rate
 Subscription agreements and contracts
 Support for interest rate used (explicit, implicit, or

incremental borrowing rate)
 Subscription accounting policy and procedures,

including your subscription recognition threshold

 Journal entries to establish right-to-use subscription

assets and subscription liabilities
 Amortization schedules for right-to-use subscription

assets and subscription liabilities
 Right-to-use subscription asset roll forward

schedule, including current year amortization and
accumulated amortization

GASB 96, SBITAS
Is there an
underlying IT asset?

ERP SOFTWARE

Is control conveyed?

 Software licenses

YES

 Saas

YES

Is this an exchange
or exchange-like
transaction?
Does a transfer of
ownership occur at
the end of the term?

GASB 96, SBITAS
Is there a specified
nonfinancial asset?

ERP SOFTWARE

Is control conveyed?
 Software licenses


$123,858.00 per year

 SaaS


YES

$16,176.00 per year

YES

Is this an exchange
or exchange-like
transaction?
Does a transfer of
ownership occur at
the end of the term?

GASB 96, SBITAS
Is there a specified
nonfinancial asset?

ERP SOFTWARE

Is control conveyed?

 Software licenses

NO

 SaaS

NO

Is this an exchange
or exchange-like
transaction?
Does a transfer of
ownership occur at
the end of the term?

GASB 96, SBITAS
ERP SOFTWARE

Subsription Term

Noncancelable
period
 Effective Date: August 1, 2020
 Term: 5 years; 4.92 years as of September 1, 2020

Options to extend

 Not a short-term subscription

Options to terminate

GASB 96, SBITAS
ERP SOFTWARE
INTEREST RATE
 Interest rate was not stated in the agreement/contract
 To calculate the interest rate, we would need the fair market value of the subscription assets:


Software licenses



SaaS



Use IRR function in excel to calculate the internal rate of return for a series of cash flows



Ask vendor for pricing to pay in advance versus in payments over the lease term

 Bank could quote you a rate to borrow that amount of as the start of the agreement and repaid over the term of the

agreement.

GASB 96, SBITAS
ERP SOFTWARE
ASSET/LIABILITY MEASUREMENT
 The aggregate sum of the future lease payments totals $0.7 million. This needs to be discounted using the

applicable interest rate to determine the present value of the future lease payments.

9/1/2020
8/1/2021
8/1/2022
8/1/2023
8/1/2024

Annual Subscription
Payment
Monthly
7/31/2021 $128,364.50
11,669.50
7/31/2022 140,034.00
7/31/2023 140,034.00
7/31/2024 140,034.00
7/31/2025 140,034.00
$688,500.50

KEY IMPLEMENTATION CONSIDERATIONS
 Sufficient planning time
 Defining your staffing plan
 Completeness of lease portfolio


Lessee



Lessor

 Completeness of subscription portfolio
 Accuracy of lease and subscription data
 Ease of reporting

99 – OMNIBUS 2022 (6/15/2022)
Lease Term – Termination options


Termination options are unconditional rights. A provision that gives a party to a lease conditional right to terminate is not a termination option.

Lease Term – Purchase options


If a purchase option is reasonably certain to be exercised, all periods after that purchase should be excluded from lease term.

Short-term Leases


Closing a loophole in which an original lease is structured to meet the short-term exception and then it is subsequently modified to be longer term later.



Requires evaluation of lease term for the whole lease arrangement from inception and requires remeasurement from the modification date forward.



Corrected some unclear language in GASB 87 related to the definition of a cancellable period (both parties must have the option to terminate)

99 – OMNIBUS 2022 (6/15/2022)
Lease Measurement – Variable Payments


Only include variable payments that depend on an index or rate or that are fixed in substance in the calculation of the lease liability (lessee) /
lease receivable (lessor).

Lease Remeasurement


You are not allowed to remeasure leases solely for a change in index or rate used to determine variable payments nor solely for a change in
the incremental borrowing rate.

Lease Incentives


Clarifies that, in situations in which a lessor makes payments on lessee’s previous lease obligation, it would still be a lease incentive even if
the lessor doesn’t assume obligation of lessee.



Thus, it refines definition of lease incentives as “equivalent to a rebate or discount and includes an assumption of, or an agreement to pay,
lessee’s preexisting lease obligations to a third party, other reimbursements of lessee costs, rent holidays, and reductions of interest or
principal charges by the lessor.”

99 – OMNIBUS 2022 (6/15/2022)
Change in Term of PPP – Transferor
 Receivable for underlying PPP asset is required to be remeasured for a change in term of a PPP if the effect on the

receivable is significant
Remeasurement of PPP Deferred Outflow - Operator
 If the liability to transfer the underlying PPP asset is remeasured, the deferred outflow should be adjusted by the

same amount. If the deferred outflow goes to zero, the remaining amount should be reported in the resource flows
statement.

99 – OMNIBUS 2022 (6/15/2023)
Accounting for Exchange or Exchange-like Financial Guarantees
 GASB is requiring the application of Statement 70 on Nonexchange Financial Guarantees to exchange or exchange-

line financial guarantees.
Derivative Instruments that are Neither Hedges or Investments
 Requires separate presentation of these “other derivative instruments”

Termination of Hedge Accounting
 Separate presentation on the resource flows statement of the effect of the termination of the hedging derivative

instrument

100 – ACCOUNTING CHANGES AND ERROR CORRECTIONS
(6/15/2023)
Defines the following categories:
 Changes in accounting principles.
 Changes in accounting estimates.
 Changes to or within the financial reporting entity.
 Corrections of errors in previously

issued financial statements.

RECENTLY RELEASED!

100 – ACCOUNTING CHANGES AND ERROR CORRECTIONS
(6/15/2023)
Prescribes accounting and financial reporting for each category of accounting change and error corrections. It requires
that:
 Changes in accounting principles and error corrections be reported retroactively by restating prior periods.
 Changes in accounting estimates be reported prospectively by recognizing the change in the current period.
 Changes to and within the financial reporting entity be reported by adjusting beginning balances of the current

period.
The statement also addresses how accounting changes and error corrections should be displayed in financial
statements, disclosed in notes, and presented in required supplementary information and supplementary
information.

101 – COMPENSATED ABSENCES (12/15/2023)
 Amends the existing requirement to disclose the gross increases and decreases in a liability for compensated

absences to allow governments to disclose only the net change in the liability (as long as they identify it as a net
change)
 Governments are no longer required to disclose which governmental funds typically have been used to liquidate the

liability for compensated absences.
 Earlier application is encouraged!

RECENTLY RELEASED!

CURRENT PROJECTS & PRE-AGENDA RESEARCH
Current Projects

Pre-Agenda Research

 Financial Reporting Model

 Capital Assets

 Revenue and Expense Recognition

 Subsequent Events

 Going Concern Uncertainties and Severe Financial

Stress
 Classification of Nonfinancial Assets
 Implementation Guidance – 2023 Update
 Risk and Uncertainties Disclosures

QUESTIONS?

