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GASB 87 & 96
Leases &
Subscription Based IT Arrangements
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• LEASE OVERVIEW

• SBITA OVERVIEW

• LEASE EXAMPLE

• NOTE DISCLOSURE EXAMPLE
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GASB 87 – Leases
• When is the Standard Effective?

• Reporting period beginning after June 15, 2021
• i.e., year-ends June 30, 2022

• Definition of a Lease
• “A lease is defined as 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 land, buildings, vehicles, 
and equipment
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Key provisions  ‐ GASB 87 Leases

• Single model for lease accounting

• Foundational principle: Leases are financing of the right- to-
use an underlying asset

• Lessees recognize
• Intangible right-to-use lease asset and Lease liability

• Lessors recognize
• Lease receivable and Deferred inflow of resources
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Lease overview – Initial Reporting
Asset Liability Deferred Inflow

LESSEE Intangible asset (right to 
use underlying asset)‐
value of lease liability plus 
prepayments and initial 
direct cost that are 
ancillary to place asset in 
use

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

N/A

LESSOR ‐Lease receivable 
(generally including same 
items as lessee liability)
‐Continue to report 
leased asset

N/A Equal to lease receivable 
plus any cash received up 
front that relates to a 
future period
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Lease overview – Subsequent Reporting
Asset Liability Deferred Inflow

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

Reduce by lease 
payments (less amount 
for interest expense)

N/A

LESSOR ‐Depreciate leased asset 
(unless indefinite life or 
required to be returned in 
its original or enhanced 
condition)
Reduce receivable by 
lease payments (less 
payment needed to cover 
accrued interest)

N/A Recognize revenue over 
the lease term in a 
systematic and rational 
manner
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GASB 96 – Subscription‐based Information Technology 
Arrangements

Effective for periods beginning after 6/15/2022

SBITA results in right‐to‐use subscription asset‐ an intangible asset –
and corresponding subscription liability

SBITA’s are based on standards established for GASB 87 ‐ Leases
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GASB 87/96 Implementation

• Retroactive Restatement of all prior years presented

• If not practical – Restatement of beginning net position/fund balance

• Recognized and measured using the facts and circumstances that existed at 
the beginning of the period implementation

• Restatement footnote disclosure – Reassessment of prior capital leases
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GASB 87/96 Implementation
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