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Leases, P3s, and SBITAs

Conduit debt

Debt disclosures, including direct borrowings 
and direct placements

Asset retirement obligations

Ask Me Anything (GASB related, that is)

Presentation Overview
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Leases, P3s, and SBITAs
Statement Nos. 87, 94, and 96
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 Statement 87 applies to any contract that meets the definition of a 
lease:

Statement 87 Scope and Approach

4

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
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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

5
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Asset Liability

Initial 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.)

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

Reduce by lease payments 
(less amount for interest 
expense)

Lessee Reporting

6
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Assets Deferred Inflow
Initial • Lease receivable (generally 

includes same items as lessee’s 
liability)

• Continue to report the leased 
asset

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

Subsequent • 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)

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

Lessor Reporting

7
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 For financial reporting purposes, when does the lease start and end?
- Start with the noncancelable period

Lease Term

8

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

………………….2033
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Lessee Financial Statement Examples

9
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Lessor Financial Statement Examples

10
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Short-Term Leases

11

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 
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General description of leasing arrangements

Total amount of lease assets (by major classes of underlying assets), and the related accumulated amortization

Amount of outflows of resources recognized for the period for variable payments and other payments (such 
as residual value guarantees or penalties) not previously included in the measurement of the lease liability

Principal & interest requirements to maturity for each of the next 5 fiscal years and in 5-year increments 
thereafter

Commitments under leases that have not yet begun (other than short-term leases)

Components of any net impairment loss recognized on the lease asset during the period. 

General Lessee Disclosures

12
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Lessee Disclosure Examples

13

General description of leasing arrangements

Total amount of lease assets (by major classes of underlying 
assets), and the related accumulated amortization

Amount of outflows of resources recognized for the period 
for variable payments and other payments (such as 
residual value guarantees or penalties) not previously 
included in the measurement of the lease liability

Principal & interest requirements to maturity for each of 
the next 5 fiscal years and in 5-year increments thereafter

Commitments under leases that have not yet begun (other 
than short-term leases)

Components of any net impairment loss recognized on the lease asset 
during the period. 
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Lessee Disclosure Examples

14

General description of leasing arrangements

Total amount of lease assets (by major classes of underlying 
assets), and the related accumulated amortization

Amount of outflows of resources recognized for the period 
for variable payments and other payments (such as 
residual value guarantees or penalties) not previously 
included in the measurement of the lease liability

Principal & interest requirements to maturity for each of 
the next 5 fiscal years and in 5-year increments thereafter

Commitments under leases that have not yet begun (other 
than short-term leases)

Components of any net impairment loss recognized on the lease asset 
during the period. 
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General description of leasing arrangements

Total amount of inflows of resources (such as lease revenue and interest revenue), if not otherwise 
displayed

Amount of inflows of resources recognized for the period for variable payments and other payments 
(such as residual value guarantees or penalties) not previously included in the measurement of the lease 
receivable

The existence, terms, and conditions of options by the lessee to terminate the lease or abate payments if 
the lessor government has issued debt for which the principal and interest payments are secured by the 
lease payments

If a lessor’s principal ongoing operations consist of leasing assets to other entities: schedule of future payments 
for each of the next five years and in five-year increments thereafter, showing principal and interest separately

General Lessor Disclosures

15
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Lessor Disclosure Examples

16

General description of leasing arrangements

Total amount of inflows of resources (such as lease 
revenue and interest revenue), if not otherwise 
displayed

Amount of inflows of resources recognized for the 
period for variable payments and other payments 
(such as residual value guarantees or penalties) not 
previously included in the measurement of the lease 
receivable

The existence, terms, and conditions of options by the 
lessee to terminate the lease or abate payments if the 
lessor government has issued debt for which the 
principal and interest payments are secured by the 
lease payments

If a lessor’s principal ongoing operations consist of leasing 
assets to other entities: schedule of future payments for each of 
the next five years and in five-year increments thereafter, 
showing principal and interest separately
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Regulated leases (such as for airports)

Subleases

Sale-leaseback transactions

Lease-leaseback transactions

Other Disclosures, as Applicable

17
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Definition: P3

18

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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• 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):

Definition: APA

19
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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

Transferor Reporting

20
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Operator Reporting

21

For all P3s, 
recognize:

• Liability for installment 
payments to be made, 
if any

If underlying P3 
asset is an 

existing asset or 
improvement or a 
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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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.

APAs

22
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General description of PPP arrangements, including the status of projects during the construction period, if applicable, and the basis, terms, and conditions on 
which any variable payments not included in the measurement of the receivable for installment payments are determined 

Nature and amounts of assets and deferred inflows of resources related to PPPs that are recognized in the financial statements

Discount rate or rates applied to the measurement of the receivable for installment payments, if any 

Amount of inflows of resources recognized in the reporting period for variable and other payments not previously included in the measurement of the 
receivable for installment payments, including inflows of resources related to residual value guarantees and termination penalties 

Nature and extent of rights retained by the transferor or granted to the operator under the PPP arrangements

Guarantees and commitments, if any, including identification, duration, and significant contract terms

P3 Disclosures: Transferors

23
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General description of PPP arrangements, including the status of projects during the construction period, if applicable, and the basis, terms, and 
conditions on which any variable payments not included in the measurement of the receivable for installment payments are determined 

Nature and amounts of assets, liabilities, and deferred outflows of resources related to PPPs that are recognized in the financial statements

Discount rate or rates applied to the measurement of the liability for installment payments, if any 

Principal and interest payments to maturity for each of the next five years, and in five-year increments thereafter

Amount of outflows of resources recognized in the reporting period for variable and other payments not previously included in the 
measurement of the liability for installment payments

Nature and extent of rights retained by the transferor or granted to the operator or retained by the transferor under the PPP arrangements

Guarantees and commitments, if any, including identification, duration, and significant contract terms

P3 Disclosures: Operators

24
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Subscription-Based Information Technology 
Arrangements

25

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.”
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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

Scope Excludes…

26
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A 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

27

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

Accounting for Activities Associated with a SBITA

28
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General description, including the basis, terms, and conditions on which variable payments not included in the measurement of
the subscription liability are determined 

Total amount of subscription assets, and the related accumulated amortization, disclosed separately from other capital 
assets 

Amount of outflows of resources recognized in the reporting period for variable payments not previously included in the 
measurement of the subscription liability

Amount of outflows of resources recognized in the reporting period for other payments, such as termination penalties, 
not previously included in the measurement of the subscription liability

Principal and interest requirements to maturity, presented separately, for the subscription liability for each of the five 
subsequent fiscal years and in five-year increments thereafter

Commitments under SBITAs before the commencement of the subscription term

Components of any loss associated with an impairment (the impairment loss and any related change in the subscription liability)

SBITA Disclosures

29
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SBITA Disclosures

30

General description, including the basis, terms, and conditions on which variable 
payments not included in the measurement of the subscription liability are determined 

Total amount of subscription assets, and the related accumulated amortization, 
disclosed separately from other capital assets 

Amount of outflows of resources recognized in the reporting period for 
variable payments not previously included in the measurement of the 
subscription liability

Amount of outflows of resources recognized in the reporting period for 
other payments, such as termination penalties, not previously included in 
the measurement of the subscription liability

Principal and interest requirements to maturity, presented separately, for 
the subscription liability for each of the five subsequent fiscal years and in 
five-year increments thereafter

Commitments under SBITAs before the commencement of the subscription term

Components of any loss associated with an impairment (the impairment loss and any 
related change in the subscription liability)
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Conduit Debt Obligations

31

Statement No. 91
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Definition of Conduit Debt

32

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.
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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.

Limited, Additional & Voluntary Commitments
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Recognition by the Issuer

34

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
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• 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. 

Arrangements and Capital Assets

*Often characterized as “leases”
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Accounting by the issuer:

Arrangements and Capital Assets (continued)

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
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Does title pass to third-party 
obligor at end of arrangement? What does the government report?

Yes Nothing
No, and third party has exclusive 
use of entire capital asset

A capital asset when the arrangement ends

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

A capital asset at the inception of the 
arrangement, and a deferred inflow that 
subsequently is recognized as revenue over 
the term of the arrangement

Arrangements and Capital Assets (continued)

37
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• 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…

Disclosures by Type of Commitment



Certain Disclosures Related to Debt, including 
Direct Borrowings and Direct Placements

Statement No. 88
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Definition of Debt for Disclosure Purposes

40

“A liability that arises from a contractual obligation to pay cash (or other assets that
may be used in lieu of payment of cash) in one or more payments to settle an amount
that is fixed at the date the contractual obligation is established”

 For purposes of this determination, interest to be accrued and 
subsequently paid (such as variable-rate interest) or added to the principal 
amount of the obligation, such as capital appreciation bonds, would not 
preclude the amount to be settled from being considered fixed at the date 
the contractual obligation is established.

 Leases and accounts payable are excluded from the definition of debt for 
disclosure purposes.
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New Disclosures about All Types of Debt
Amount of 
unused lines 
of credit 

Assets pledged 
as collateral for 
debt

Terms specified in debt agreements 
related to significant:

• Events of default with finance-related 
consequences

• Termination events with finance-
related consequences

• Subjective acceleration clauses

Disclosure Requirements

41

Direct borrowings and direct placements of debt should be 
distinguishable from other types of debt for all disclosures
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Disclosure Examples

42
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Disclosure Examples

43



Copyright 2022 by Financial Accounting Foundation, Norwalk CT.  For non-commercial, educational/academic purposes only.

Disclosure Examples

44
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Disclosures

45



Certain Asset Retirement Obligations

Statement No. 83
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Legally enforceable liability associated with the retirement of a tangible 
capital asset

Asset retirement obligation

The permanent removal of a capital asset from service (such as from 
sale, abandonment, recycling, or disposal)

Retirement of a tangible capital asset

• Nuclear power plant decommissioning
• Coal ash pond closure 
• Contractually required land restoration, such as removal of wind turbines
• Wastewater treatment plant renovations and closures
• Items involving radiation, such as x-ray machines

Examples

Definitions and Scope

47
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Initial 
Recognition

ARO liability when incurred and 
reasonably estimable. Incurrence 
manifested by both external and internal 
obligating events.

Measured based on the best estimate of 
the current value of outlays expected to 
be incurred.

Deferred outflow of 
resources—same amount 
as the ARO liability

Subsequent 
Recognition

• At least annually, adjust for general 
inflation or deflation

• At least annually, evaluate relevant 
factors to determine if there is a 
significant change in the estimated 
outlays; remeasure liability when 
significant

An outflow of resources 
(such as expense) in a 
systematic and rational 
manner over the estimated 
useful life of the capital 
asset. Immediately expense 
if capital asset is 
abandoned.

Recognition & Measurement

48
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Recognition in the Financial Statements

49
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If legally required to provide funding and assurance, disclose that fact

Do not offset ARO with assets restricted for payment of the ARO

Costs to comply with funding and assurance provisions are period costs 
separate from the ARO expense

Effects of Funding and Assurance

50
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General description of ARO and associated tangible capital assets, including source of AROs (such 
as federal laws or regulations, contracts, court judgments)

Methods and assumptions used to measure ARO liabilities

Estimated remaining useful life of tangible capital assets

How financial assurance requirements, if any, are being met

Amount of assets restricted for payment of ARO liabilities, if not separately displayed in financial 
statements

If a government has an ARO (or portions of an ARO) that is incurred but not yet recognized because 
it cannot be reasonably estimated, that fact and the reasons therefor

Disclosures

51



Copyright 2022 by Financial Accounting Foundation, Norwalk CT.  For non-commercial, educational/academic purposes only.

Disclosure Examples

52

General description of ARO and associated tangible 
capital assets, including source of AROs (such as federal 
laws or regulations, contracts, court judgments)

Methods and assumptions used to measure ARO 
liabilities

Estimated remaining useful life of tangible 
capital assets

How financial assurance requirements, if any, 
are being met

Amount of assets restricted for payment of ARO 
liabilities, if not separately displayed in financial 
statements

If a government has an ARO (or portions of an ARO) that 
is incurred but not yet recognized because it cannot be 
reasonably estimated, that fact and the reasons therefor
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News: GASB Is Hiring

53

Go to 
www.gasb.org

Mouse 
over 

“About Us”
Click on 

“Careers”

Project manager: minimum 10 years of experience, including at least 5 in government finance or 
auditing, public accounting, finance or accounting academia, standards setting, or using 
government financial statements

Assistant project manager: 5-9 years in government finance or auditing, public accounting, finance 
or accounting academia, standards setting, or using government financial statements

Senior technical advisor: 15-20 years of extensive experience with the application of GASB 
standards

http://www.gasb.org/


Ask Me Anything

Hopefully, I’ll be able to answer…
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