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}GASB Statement No. 95,Postponement of the Effective 

Dates of Certain Authoritative Guidance(Issued May 2020)

}The following standards are delayed for one year:

Å GASB Statements Nos. 83, 84, 88, 89, 90, 91, 92, 93

Å Implementation Guide Nos. 2017-3, 2018-1, 2019-1, 2019-2

}The following standards are delayed for 18 months:

Å GASB Statement No. 87

Å Implementation Guide No. 2019-3
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Early 

application is 

permitted and 

encouraged 

to the extent 

specified in 

each 

originally 

issued 

standard
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Fiscal Year 2020

ÅStatement 83 ïasset retirement obligations

ÅStatement 84 ïfiduciary activities

ÅStatement 88 ïdebt disclosures

ÅStatement 90 ïmajority equity interests

ÅIG 2018-1 ïUpdate

ÅIG 2019-2 ïfiduciary activities

Fiscal Year 2021

ÅStatement 89 ïconstruction-period interest

ÅStatement 93 ïinterbank offered rates (except LIBOR removal)

ÅIG 2019-1 ïupdate

Fiscal Year 2022

ÅStatement 87 ïleases

ÅIG 2019-3 ïleases

ÅStatement 91 ïconduit debt

ÅStatement 92 ïomnibus (multiple effective dates)

ÅStatement 93 ïLIBOR removal

Fiscal Year 2023

ÅStatement 94 ïpublic-private partnerships (not part of Stmt No. 95)

Fiscal Year 2020

ÅStatement 83 ïasset retirement obligations

ÅStatement 88 ïdebt disclosures

ÅIG 2018-1 ïUpdate

Fiscal Year 2021

ÅStatement 84 ïfiduciary activities

ÅStatement 90 ïmajority equity interests

ÅStatement 93 ïinterbank offered rates (except LIBOR removal)

ÅIG 2019-1 ïupdate

ÅIG 2019-2 ïfiduciary activities

Fiscal Year 2022

ÅStatement 87 ïleases

ÅStatement 89 ïconstruction-period interest

ÅStatement 92 ïomnibus (multiple effective dates)

ÅStatement 93 ïLIBOR removal

ÅIG 2019-3 ïleases

Fiscal Year 2023

ÅStatement 91 ïconduit debt

ÅStatement 94 ïpublic-private partnerships (not part of StmtNo. 95)
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Statement No. 84
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What?

The Board issued 
Statement 84 to 
clarify when a 
government has a 
fiduciary 
responsibility and is 
required to present 
fiduciary fund 
financial statements

Why?

Existing standards 
require reporting of 
fiduciary 
responsibilities but 
do not define what 
they are; use of 
private-purpose trust 
funds and agency 
funds is inconsistent; 
BTAs are uncertain 
about how to report 
fiduciary activities

When?

Effective for periods 
beginning after 

December 15, 2018, 
COVID Impact

Earlier application is 
encouraged

7

1. Is there a component unit present that are postemployment 
benefit arrangements? (Pensions / OPEB)

2. Is there are component unit present that may be a 
fiduciary activity, but not a postemployment benefit 
arrangement?

3. Are there postemployment benefit arrangements that are 
not component units (currently agency funds)?

4. Are there other potential fiduciary activities? (Investment 
trust funds, private purpose trusts, agency funds)?
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Fiduciary 
activities

Fiduciary CUs

Other 
arrangements

Pension & 
OPEB 

Pension & 
OPEB that are 

not CUs

Other Fiduciary 
Activities 
(catch all)

1 2

3 4

}Legally Separate

ƁAre Trust legally separate? ïIG Q&A

}Voting Majority of the Board (Test One)

ƁIG Q&A 

}Imposition of will (Test One) 

ƁNext slide

}Fiscally dependent (Test Two)

ƁApprove budget, approve rates, approve issuance of debt

}Misleading to exclude
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}Imposition of Will

ƁPG has ability to impose will if it can significantly influence programs, projects, 

activities or level of services performed or provided.

ƁExistence of any ONE of the following meets the criteria:

¶Ability to remove appointed members of the orgs. Governing board at will

¶Ability to modify or approved the budget

¶Ability to modify or approve rate or fee changes affecting revenue

¶Ability to veto, overrule or modify other decisions of the orgs governing body

¶Ability to appoint, hire, reassign or dismiss mgmt. of the org.

ÁNormally, Pension and OPEB plans that are in GASB 67 and 

74 compliant trusts are separate legal entities

ÁPrimary government considered to have financial burden

if it makes contributions to the plan

ÅLegally required or assumed the obligation

Ability to impose will

ÁComponent unit (CU) criteria of GASB 14

Fiscalaccountability

Board appointment Fiscal dependence

Financial benefit or 
burden

Financial benefit or 
burden

11
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}Determination Process:

Are the assets held by a component unit?

Yes No

Are the assets held for a pension or OPEB arrangement?

Yes No Yes No

1 2 3 4Keys -

1. Is the entity a component 
unit? If no go to step 3.

2. Are the assets held for 
pensions or OPEB 
arrangements? If no, go 
to step 4. If 1 and 2 are 
yes, then fiduciary 
reporting.

3. Does the government 
control the assets?If no, 
stop ïnot a fiduciary 
fund. Go to Step 5.

4. Does the assets meet the 
revenue and other 
characteristics? If no, stop ï
not a fiduciary fund. If yes 
ïfiduciary fund.

5. Are the assets held for 
pension or OPEB 
arrangements? If yes, report 
in a fiduciary fund

6. Are the assets not derived 
from certain revenues? If 
no, stop ïnot a fiduciary 
fund. If yes ïfiduciary 
fund.

13
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}Normally, pension and OPEB plans that are in GASB 67 and GASB 74 

compliant trusts are separate legal entities 

ƁIG ï4.1; Pension/OPEB Trust are consider legally separate for financial reporting 

purposes

ƁIG ï4.3; if Pension/OPEB is an equivalent arrangement legally separate is a legal 

issue. (legal - consider CU criteria, not - evaluate control)

} 4.5 - Absent a Board ïCommon with OPEB and Single Employer Pension Plans
ƁQðA pension or OPEB plan that is administered through a trust that meets the criteria in paragraph 

3 of Statement 67 or paragraph 3 of Statement 74, as applicable, does not have a governing board. 
Instead, another government (for example, a sponsoring government) performs the duties that a 
governing board typically would perform (for example, the government determines or amends the 
structure of the plan [vesting requirements and required contributions]). If that other government 
(for example, a sponsoring government) is legally obligated to make contributions to the pension or 
OPEB plan, should the plan be included as a fiduciary component unit of that other government? 

ƁAðYes. . For purposes of that paragraph, a government (for example, a sponsoring government) 
that performs the duties of a governing board in the absence of one should be considered equivalent 
to a governing board for which the government appoints a voting majority 

ƁHow does this impact your component unit consideration:

¶Impact: If there is no board, and governing body/sponsoring govt is acting in the capacity of the board? 
Does the government have imposition of will? Current Guidance saysé. ñWait & See!!!ò
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}With GASB Statement No. 32 many of the 457 plans where no longer 

reported within the reporting entity.

}Does this statement change the treatment under Statement No. 84?

}What about other DC type plans 403(b), 401(a)?

}Main question is how does previous slides impact component unit status?

ƁMost do not have a board ïIG 4.5 ïAbsent a board = Sponsoring Government.

ƁDC Plans Contributions = ñFinancial Burdenò ??

}Standard Issuance - Soon

What?

The GASB has 
proposed changes 
to the criteria for 
including certain 
employee benefit 
plans as 
component units 
and improvements 
to Statement 32 on 
IRC Section 457 
plans

Why?

Some 457 plan 
characteristics have 
changed due, in part, 
to changes in the IRC; 
questions have been 
raised about whether 
certain employee 
benefit plans should 
be included as 
component units

When?

Comment deadline 
is April 10, 2020

17
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Paragraph 7 of Statement 84 amended Statement 14 to indicate 
that a primary government is considered to have a financial burden 
if it is legally obligated or has otherwise assumed the obligation to 
make contributions to a pension plan or OPEB plan

Implementation Guide 2019-2 provided guidance that in the 
absence of a governing board, a government performing the duties 
of a governing board for a defined contribution (DC) plan that is 
administered through a trust that meets the criteria in Statement 67 
is effectively the same as appointment of a voting majority

The implication of that existing and considered guidance is that many 
governments would be required to report DC plans and other 
employee benefit plans as component units in their fiduciary fund 
financial statements

The Board directed the staff to conduct additional outreach on the 
structure of those types of arrangements and user needs for 
information about them

Based on the outreach, the Board decided to expand the project and 
issue a new proposal including guidance on component units

19
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For purposes of determining whether a primary government is 
financially accountable, the absence of a governing board (when the 
government is perform the duties a governing board normally would 
perform) should be treated the same as the appointment of a voting 
majority of a governing board, except for DC pension plans, DC OPEB 
plans, or other employee benefit plans

The criterion that a legal obligation to contribute (or otherwise assuming 
the obligation) would apply only to defined benefit plans

The effective date for the relevant Q&As in Implementation Guide 2019-
2 ï4.3, 4.5, and 4.6 ïwould be delayed until completion of this project

All requirements relevant to pension plan reporting should be 
applied to Section 457 plans that meet the definition of a pension 
plan

All requirements relevant to pensions should be applied by 
employers to benefits provided through Section 457 plans that 
meet the definition of a pension plan

Investments would be valued as of the end of the reporting period 
(allowance to use the most recent report of the plan administrator 
would be eliminated)

21
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Original Project Added to Current 

Technical Agenda 
December 2018

Original ExposureDraft Approved June 2019

Expanded Project Approved January 2020

New Exposure Draft Issued March 2020

Comment Deadline April 10, 2020

Final Statement Expected June 2020
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}Single Employer Defined Benefit Pension Plan

Ɓ5 member Board

¶1 elected by active participants

¶1 elected by retired participants

¶3 appointed by City Council

ƁQualifying Trust ïmeeting 3 criteria

ƁEmployer contributions to the plan

ƁNo approval of the planôs budget or contribution requirements by the PG

Fiduciary or not fiduciary?

25
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}Single 

Employer ï

DB Plan

Description (fund name/activity)

Step 1 Answers

Component Unit Criteria Met

OR

Govt. controls the assets

AND

Assets not derived from the governments own source revenue/govt. 
mandated/voluntary nonexchange

Step 2

Trust which meets the criteria of a qualifying trust of Statements 67 & 
74

OR

Assets (accumulated for penison/OPEB) from entities that are not 
part of the reporting entity and not administered through  qualifying 
trust

Conclusion (if you have a yes answer in step 1 and step 2 the activity 
is fiduciary

}Single 

Employer ï

DB Plan

Is the plan considered to be a component unit?

- Legally separate?  Yes, - IG 4.1

- Majority appointment? Yes ï(3 of 5)

- Financial benefit/burden AND fiscal dependency

- Financial benefit/burden ï

- Yes, employer contributions = burden

- Fiscal dependency ïNo

- Conclusion: Meets Component Unit Criteria

27
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}Single 

Employer ï

DB Plan

Description (fund name/activity)

Step 1 Answers

Component Unit Criteria Met Yes

OR

Govt. controls the assets

AND

Assets not derived from the governments own source revenue/govt. 
mandated/voluntary nonexchange

Step 2

Trust which meets the criteria of a qualifying trust of Statements 67 & 74

OR

Assets (accumulated for penison/OPEB) from entities that are not part of 
the reporting entity and not administered through  qualifying trust

Conclusion (if you have a yes answer in step 1 and step 2 the activity is 
fiduciary

}Single 

Employer ï

DB Plan

Description (fund name/activity)

Step 1 Answers

Component Unit Criteria Met Yes

OR

Govt. controls the assets

AND

Assets not derived from the governments own source revenue/govt. 
mandated/voluntary nonexchange

Step 2

Trust which meets the criteria of a qualifying trust of Statements 67 & 74
Yes

OR

Assets (accumulated for penison/OPEB) from entities that are not part of 
the reporting entity and not administered through  qualifying trust

Yes

Conclusion (if you have a yes answer in step 1 and step 2 the activity is 
fiduciary
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}Single Employer Defined Contribution Plan

ƁQualifying Trust ïmeeting 3 criteria

ƁEmployer has not established a board for the trust

ƁEmployer has hired a third party administrator (TPA)

ƁEmployer contributions to the plan  - match of 3% up to $1,000

ƁEmployee has ability to direct investments through TPA

Fiduciary or not fiduciary?

}Single 

Employer ï

DB Plan

Is the plan considered to be a component unit?

- Legally separate?  Yes, - IG 4.1

- Majority appointment? Yes ïNo Board ref to IG 4.3, 

Proposed guidance makes DC exception!

- Financial benefit/burden AND fiscal dependency

- Financial benefit/burden ï

- Yes, employer contributions = burden; proposed 

guidance makes DC exceptions!

- Fiscal dependency ïYes,approval of rates by PG

- But in would need both dependency and burden in this scenario 

- Conclusion: Not a component unit
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}GASB 84 defines Controls as:

ƁGovernment holds the assets

ƁGovernment (or designee) has the ability to direct the use, exchange, or employment

¶Having a designee does not relinquish fiduciary responsibility from the government

ÅAppointing a designee / administrator / contractor doesnôt matter.

Å Restriction on assets does not matter.

Å Footnote 5 ïappointment of a designee to act on the govtôsbehalf does not alter a govtôsability 

to direct the use, exchange, or employment. 

Fiduciary if all three of the following are met:

}The government controls the assets

}Those assets are notderived either:

ƁSolely from the governmentôs own-source revenues

ƁFrom government-mandated nonexchange transactions or voluntary nonexchange 

transactions with the exception of pass-through grants and for which the government 

does not have administrative or direct financial involvement

}One of the criteria on the next slide is met

33
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}Assets associated with activity not derived:

}solely from the governmentôs own-source revenue, or

} from government-mandated or voluntary nonexchange

transactions

35
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ωAdministered through a trust or equivalent, government
not beneficiary
ωDedicated to providebenefits to recipientsper the benefit terms

ωLegally protected from the governmentΩscreditors

} Criteria for Control of the assets, and

} Assets not derived from own source revenue or govt mandated or 

voluntary nonexchange:

ωBenefit of individualsandgovernment doesnot have administrative or 

direct financial involvement with the assets

ωNot derived from provision of goodsandservicesto those 

individuals

1

2

ÅBenefit of organizationsor other governments not part of reportingentity

ωNot derived from provision of goodsandservicesto those organizationsor 

other governments
3

}4.16. QðThe chess club of a public high school is established in accordance with the 

schoolôs operating policies and is not legally separate from the high school. The club 

members organize and conduct fundraising activities to pay for the clubôs annual 

tournament and other club activities during the school year. The proceeds from the 7 

fundraising activities are held in a separate bank account in the schoolôs name. In 

determining whether those resources controlled by the school are a fiduciary activity, 

are the assets held for the benefit of individuals as addressed in paragraph 11c(2) of 

Statement 84 (and thus require evaluation of whether the school has administrative 

involvement or direct financial involvement), or do they benefit an organization as 

addressed in paragraph 11c(3) of Statement 84 (and thus require evaluation of 

whether the club is part of the primary government)?
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}Key consideration as one requires consideration of Administrative 

Involvement

ƁIndividual ïHave to consider

ƁOrganization ïNo consideration

}2019-2 IG 4.16 ïChess Club Answer:

ƁAssets are for the benefit of an organization if the benefits accrue to the organization 

as an institutioné.club is not legally separateéit is not itself an institution. As a 

result, the provisions in paragraph 11c(2) should be applied. 

ÅMonitoring compliance - (Sub-recipient relationship).

ÅDetermining eligible expenditures (Sub-recipient relationship).

ÅHaving the ability to exercise discretion in how assets are 
allocated.

Administrative 
Involvement Could 

Be:

ÅProviding matching resources for the activities. (ex. grant match)

ÅWhen liable for disallowed costs (or the sub-recipient through 
the pass-through-entity).

Direct Financial 
Involvement Could 

Be:

39
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}QðA school district holds the resources raised by the ski club. There is a 

school board policy that states that the resources raised by the ski club can 

be spent only on an annual ski club trip. The policy does not establish the 

specific types of ski trip disbursements that are acceptable for payment. A 

school district staff member is required to monitor compliance with the 

requirements of the activity. Does the school district have administrative 

involvement, as discussed in paragraph 11c(2) of Statement 84?

}AðYes, the school district has administrative involvement. The school 

districtôs role is substantive because the school district has established 

specific guidelines in an approved policy that defines the purposes for 

which the clubôs resources can be spent. In addition, the school district has 

administrative involvement because a school district staff member is 

monitoring compliance with the requirements of the activity.

41
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}Local School District has levied a property tax for the fiscal year

}Property tax levies are billed and collected by the County Government

}The County collects and remits the amounts associated with the Districts 

levy monthly as the amounts are collected

}The School District is not part of the reporting entity of the County. 

Fiduciary or not fiduciary?

43
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}Property Tax

Answer

Y

Assets not derived from the goverments own source revenue/govt. 

mandated/voluntary nonexchange

Conclusion (if you have a yes answer in step 1 and step 2 the activiy is 

fiduciary

Y

OR

For the benfit of organizations or other govts that are not part of 

financial reporting entity

Y
AND

Assets not derived from the goverments provisions of goods & services 

to those individuals

Step 2

1. Trust which govt not a beneficiary 2. dedicated to providing benefits 

in accordance with terms 3. legally protect from govt's creditors

OR

For the benfit of individuals & govt does not have administrative 

involvement or direct financial involvement

AND
Assets not derived from the goverments provisions of goods & services 

to those individuals

Step 1

Component Unit Criteria Met

Govt controls the assets

AND

OR

}QðA county collects property taxes on behalf of the other tax-levying 

governments within its jurisdiction. The county collects a fee, equal to 1 

percent of the amount billed, from the other governments to provide this 

service. The taxes are deposited into the county collectorôs property tax 

distribution account, a custodial fund. Should the county report the fees in 

the custodial fund with the taxes collected? 

45
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}AðNo. The county is obligated to provide the collection service for which 

a fee is charged to the other taxing governments. The nature of that 

transaction is exchange or exchange-like, resulting in own-source revenues 

of the county. Paragraph 11b(1) of Statement 84 states that an activity is not 

fiduciary if the assets are derived from the governmentôs own-source 

revenues. Therefore, the county should report the fees in its governmental 

fund financial statements. 

}QðA government uses a clearing account to accumulate resources from 

withholding of employee payroll deductions and accrued employer payroll 

taxes that will be submitted to the appropriate taxing bodies when due. 

Should the government report the clearing account in the fiduciary fund 

financial statements? 

47
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}AðNo. Although the government has control of the assets because it has 

custody of the cash withheld, the unremitted amounts in the clearing 

account are a liability of the government. When the deductions are withheld 

from an employeeôs pay, the amounts withheld and accrued by the 

employer become a liability of the government. As a result, the government 

is holding the amounts for its own benefit and the criteria in paragraph 11c 

of Statement 84 are not met. 

} A school district holds the funds raised by various student clubs, which are not legally 
separate from the school district. 

}There is no school board or school administration policy related to the clubôs activities and 
how the resources can be spent 

} The disbursements from the aggregated club account are approved by the faculty advisor 
(who is representing the school district) assigned to each club. 

} Approval, rejection, or modification of the spending is strictly at the discretion of the faculty 
advisor. 

} The funds are not held in a trust or equivalent arrangement. 

Fiduciary or not fiduciary?
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}Student 

Activity 

Fund

Answer

Assets not derived from the goverments own source revenue/govt. 

mandated/voluntary nonexchange

Conclusion (if you have a yes answer in step 1 and step 2 the activiy is 

fiduciary

OR

For the benfit of organizations or other govts that are not part of 

financial reporting entity

AND
Assets not derived from the goverments provisions of goods & services 

to those individuals

Step 2

1. Trust which govt not a beneficiary 2. dedicated to providing benefits 

in accordance with terms 3. legally protect from govt's creditors

OR

For the benfit of individuals & govt does not have administrative 

involvement or direct financial involvement

AND
Assets not derived from the goverments provisions of goods & services 

to those individuals

Step 1

Component Unit Criteria Met

Govt controls the assets

AND

OR

}Student 

Activity 

Fund

Answer

N

Step 1

Component Unit Criteria Met

Govt controls the assets

AND

OR

Assets not derived from the goverments own source revenue/govt. 

mandated/voluntary nonexchange

Conclusion (if you have a yes answer in step 1 and step 2 the activiy is 

fiduciary

Y

OR

For the benfit of organizations or other govts that are not part of 

financial reporting entity

AND
Assets not derived from the goverments provisions of goods & services 

to those individuals

Step 2

1. Trust which govt not a beneficiary 2. dedicated to providing benefits 

in accordance with terms 3. legally protect from govt's creditors

OR

For the benfit of individuals & govt does not have administrative 

involvement or direct financial involvement

AND
Assets not derived from the goverments provisions of goods & services 

to those individuals

51

52



6/2/2020

27

}Student 

Activity 

Fund

Answer

N

N

Step 1

Component Unit Criteria Met

Govt controls the assets

AND

OR

Assets not derived from the goverments own source revenue/govt. 

mandated/voluntary nonexchange

Conclusion (if you have a yes answer in step 1 and step 2 the activiy is 

fiduciary

Y

N

OR

For the benfit of organizations or other govts that are not part of 

financial reporting entity

N

AND
Assets not derived from the goverments provisions of goods & services 

to those individuals

Step 2

1. Trust which govt not a beneficiary 2. dedicated to providing benefits 

in accordance with terms 3. legally protect from govt's creditors

OR

For the benfit of individuals & govt does not have administrative 

involvement or direct financial involvement

AND
Assets not derived from the goverments provisions of goods & services 

to those individuals

}Student 

Activity 

Fund

Answer

N

N

N

Step 1

Component Unit Criteria Met

Govt controls the assets

AND

OR

Assets not derived from the goverments own source revenue/govt. 

mandated/voluntary nonexchange

Conclusion (if you have a yes answer in step 1 and step 2 the activiy is 

fiduciary

Y

N

OR

For the benfit of organizations or other govts that are not part of 

financial reporting entity

N

AND
Assets not derived from the goverments provisions of goods & services 

to those individuals

Step 2

1. Trust which govt not a beneficiary 2. dedicated to providing benefits 

in accordance with terms 3. legally protect from govt's creditors

OR

For the benfit of individuals & govt does not have administrative 

involvement or direct financial involvement

AND
Assets not derived from the goverments provisions of goods & services 

to those individuals
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}Pension/OPEB trust funds ïwe know these!!

}Investment trust funds  - report fiduciary activities from the external portion of 

investment pools and individual investment accounts that are held in a trust that 

meets the criteria in paragraph 11c(1).

}Private-purpose trust funds  - report all fiduciary activities that (a) are not 

required to be reported in pension (and other employee benefit) trust funds or 

investment trust funds and (b) are held in a trust that meets the criteria in 

paragraph 11c(1).

}Custodial funds - report fiduciary activities that are not required to be reported 

in the other three trust funds. 
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Å Pension and other Employee 

Benefit Trust Funds ïno 

change

Å Investment Trust Funds ïno 

change

Å Private-Purpose Trust 

Funds ïno change

Å Custodial Funds ïNEW

ÅCould be Multi-Column

Å External portion of investment 

pool

}Custodial funds

ƁReport fiduciary activities not held in trust

ƁReport external portion of investment pool not held in trust in separate 'external 

investment pool fund' column under custodial funds

}Exception: Assets normally expected to be held 3 months or less by a 

business-type activity

ƁMay report asset and corresponding liability instead of a separate custodial fund

ƁAdditions/deductions reported as operating cash inflows/outflows in statement of 

cash flows 
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ÁRequired to report for Custodial Funds:
Å Agency funds did not report this statement.

Á If resourcesheld for threemonthsor less

ÅOption to reportsingleaggregated totalsfor

o Additions

o Deductions

ÅExampleïCountycollectsand remits property taxes to other taxing

bodies

o AdditionïProperty taxes collected for other governments

o DeductionïProperty taxes remitted to other governments

}Similar except 

for Custodial 

Funds

59
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}Similar 

except for 

Custodial 

Funds

}Recognize a liability to the beneficiaries in a fiduciary fund when an event 

has occurred that compels the government to disburse fiduciary resources

ƁEvents that compel a government to disburse resources occur when a demand for the 

resources has been made or when no further action, approval, or condition is required 

to be taken or met by the beneficiary to release the asset.

Liabilities other than those to beneficiaries should be recognized in accordance with 

existing accounting standards using the economic resources measurement focus
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}QðThe cityôs parks department sponsors a youth soccer program from 

April through July each year. Registration is free, but each participant is 

encouraged to contribute to the uniforms and equipment fund. The city has 

determined that the contributions meet the criteria in Statement 84 to be 

accounted for in a custodial fund. Should the city recognize a liability in the 

custodial fund for those expected purchases when the donations are 

received at registration? 

}AðNo. Liabilities should be recognized when the uniforms and equipment 

are acquired by the coaches. At that point, the city is compelled to disburse 

the resources. The city will report net position in the fund for the difference 

between the resources held and the liabilities incurred. 
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}A stand alone BTAôs fiduciary activities should be reported in 

separate fiduciary fund financial statements.  

}Resources expected to be held 3 months or less can be reported 

instead in the statement of net position, with inflows and outflows 

reported as operating cash flows in the statement of cash flows
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}As the primary government what is the appropriate treatment of fiduciary 

funds of a discrete component unit?

}Statement 84 does not affect the current guidance of Statement 34 par. 126.

ƁRequires inclusion of the aggregated total of a CU, which does not include its 

fiduciary funds or fiduciary CUôs. 

Someone has to be in charge to gather information ïcompleteness is key

ÅMay take many periods

ÅMay involve legal team and treasurer / CFO

ÅMay involve software changes

Compare each activity against

ÅGASB-84

ÅGovernmental Fund Provisions in Other Standards

ÅEnterprise / Proprietary Fund Provisions in Other Standards

ÅComponent Unit Standards

Information could be in

ÅLaws / regulations (especially student activity funds)

ÅContracts

ÅTrust agreements / similar

ÅGather information on revenue sources / uses

DOCUMENT IT ïconsistent forms a good idea
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Could result in

ÅReclassification to governmental / enterprise funds

ÅReclassification from one fiduciary type to another

ÅAdjustments

ÅRedrafting of policies / procedures for fund creation, accounting 
and reporting

ÅSystems updating

Implementation Guide issued 2019-2

DOCUMENT DECISIONS / CHANGES  ïconsistent forms a good idea

}Add IG question regarding materiality from GASB IG 2015-1 Question 

7.4.1

}QðIn preparing financial statements, how should those financial 

statements be viewed for determining materiality? 

ƁQuantitative and Qualitative significance 

ƁComponents of remaining fund info consider professional judgement considering 

relevant qualitative factors and relationship of fund reporting units to other info in the 

financial statements

¶quantitative materiality determination for each fiduciary fund type could be made based on 

the significance of those funds to all fiduciary funds of the reporting government, or it could 

be based on the significance of those funds to all funds of the government
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Overview of Reporting Units and Opinion Units

FOR DISCUSSION PURPOSES ONLY

Fund 

Categories

Reporting 

Units

Governmental 

Activities

Business-

type 

Activities

Discretely Presented 

Component Units 

Each Major 

Governmenta

l Fund

Aggregate 

Nonmajor 

Governmental 

Funds

Each Major 

Enterprise 

Fund

Aggregate 

Nonmajor 

Enterprise 

Funds

Internal 

Service 

Fund 

Type

Pension 

(and 

Other 

Employee 

Benefit) 

Trust 

Funds

Investment 

Trust 

Funds

Private-

Purpose 

Trust 

Funds

Agency 

Funds

Separate unit
Separate 

unit

Separate unit 

for each

Separate 

unit for 

each

Aggregate all as single 

unit

Option to 

combine

Fund Financial Statements

---------------------------------------------------------------------------------------Basic Financial Statements------------------------------------------------------------------------------------

--

Opinion Units 

Financial 

Statements Government-wide Financial Statements

Governmental Funds Proprietary Funds

"Remaining fund information": Aggregate all as a single unit

Fiduciary Funds

Audit Materiality is based on the opinion unit

}A BTA has not previously reported any fiduciary activities éIn accordance 

with guidance in the AICPA Audit and Accounting GuideState and Local 

éconsidered only one opinion unit for the BTA in previous audits..GASB

Statement No. 84, the BTA determines that it has an activity that meets the 

criteria to be reported as a fiduciary fund in its financial statements. 

However, the BTA elects not to present the only identified fiduciary fund in 

the financial statements because it considers it to be immaterial based on 

the guidance in GASBImplementation Guide 2015-1, Q7.4.1, as amended.

}How should the auditor assess the appropriateness of the governmentôs 

omission of the fiduciary fund?
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}éfirst assess managementôs assertion that the omission of the fiduciary 

fund is appropriate (that is, the fiduciary fund is both quantitatively and 

qualitatively immaterial based on relevant GAAP). Based on the guidance 

in GASB Implementation Guide 2015-1, Q7.4.1, as amended, the 

government can assess quantitative materiality of the fiduciary fund type 

based on the significance of those funds to all funds of the government. In 

all cases, qualitative materiality aspects should be appropriately considered. 

If the auditor agrees with managementôs assessment of materiality 

(quantitative and qualitative) relevant to the omission, the auditor does 

not need to perform any further audit procedures related to this omitted 

fund. 

Someone has to be in charge to gather information ïcompleteness is key

ÅMay take many periods

ÅMay involve legal team and treasurer / CFO

ÅMay involve software changes

Compare each activity against

ÅGASB-84

ÅGovernmental Fund Provisions in Other Standards

ÅEnterprise / Proprietary Fund Provisions in Other Standards

ÅComponent Unit Standards

Information could be in

ÅLaws / regulations (especially student activity funds)

ÅContracts

ÅTrust agreements / similar

ÅGather information on revenue sources / uses

DOCUMENT IT ïconsistent forms a good idea
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}Inventory Potential Fiduciary Activities

ƁCurrent activates reported as fiduciary

ƁComponent Units

ƁCurrent reported BTA/Governmental funds

ƁBank Accounts

ƁActivities/Fees Collected/Remitted to Other Entities

ƁNon-reported activities

¶Ex. Defined Contributions plans

¶Resources potentially controlled by Government

Could result in

ÅReclassification to governmental / enterprise funds

ÅReclassification from one fiduciary type to another

ÅAdjustments

ÅRedrafting of policies / procedures for fund creation, accounting 
and reporting

ÅSystems updating

Implementation Guide issued 2019-2

DOCUMENT DECISIONS / CHANGES  ïconsistent forms a good idea
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Statement No. 87

What?

The Board issued 
Statement 87 to 
improve lease 
accounting and 
financial reporting

Why?

Existing standards in 
effect for decades 
without review in light 
of GASBôs conceptual 
framework; FASB and 
IASB conducted a joint 
project to update their 
lease standards; 
opportunity to increase 
comparability and 
usefulness of 
information and reduce 
complexity for 
preparers

When?

Effective for periods 
beginning after 

December 15, 2019, 
COVID Impact

Earlier application is 
encouraged
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Comparative period Current period

June 30, 2022

Beginning of the earliest  

period presented

July 1, 2020

}Based on a June 30 year-end

}Implementation ïuse facts and circumstances that existed a the beginning 

of the earlies period presented

}No hindsight 20/20 ïdo not have to use the commencement date of the 

lease. 

Effective Date 

(adoption)

July 1, 2021

Definition of 

a Lease

A contract that conveys 

control of the right to use 

another entityôs nonfinancial 

asset (the underlying asset) as 

specified by the contract for a 

period of time in an exchange 

or exchange-like transaction.

80
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Donôt forget  
Exchange-like 
transactions

One in which the values exchanged,

thoughrelated,maynot bequiteequalor

in which the direct benefitsmay not be

exclusively for the parties to the

transaction. Nevertheless,the exchange

characteristics of the transaction are

strong enough to justify treating the

transactionasanexchangefor accounting

recognition.

}QðA government obtains the right to use land, which has a 

market rent of $100,000 per year, for $1 per year. Should the 

government apply the requirements in Statement 87 to that 

transaction? 

AðNo. The definition of a lease in paragraph 4 of Statement 87 specifies 

that the Statement should be applied only to exchange or exchange-like 

transactions. Paragraph 1 of Statement No. 33, éclassifies all 

transactions of state and local governments into two categories: (a) 

exchange and exchange-like and (b) nonexchange. The governmentôs 

right to use land for $1 does not meet the description of an exchange or 

exchange-like transaction because each party does not receive or give up 

essentially equal value or not quite equal value.

}Control requires both of the following:

1. the right to obtain the present service capacity from use of the 

underlying asset, and 

2. the right to determine the nature and manner of use of the 

underlying asset

}Control applied to the right-to-use lease asset (a capital asset) 

ñspecified in the contractò

ƁControl criteria NOT limited to contracts that convey substantially 

all of the present service capacity from use of the underlying asset

¶Right-to-use lease assets include rights to use underlying assets for 

portions of time, such as certain days each week or certain hours each 

day
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Control & 
Uninterrupted Use

} QðA government enters into a multiyear agreement for the right to 
use a facility. The government has exclusive use of the facility three 
days a week. Other parties use the facility on the other days. To meet 
the definition of a lease, is the government required to have 
uninterrupted control of the right to use the facility? Control applied to 
the right-to-use lease asset (a capital asset) ñspecified in the contractò

AðNo. In determining whether a contract conveys control of the right to use 
an underlying asset, a government should assess whether it has (a) the right to 
obtain the present service capacity from use of the underlying asset and (b) the 
right to determine the nature and manner of use of the underlying asset ñas 
specified in the contractò (paragraph 5 of Statement 87). If the contract 
specifies that the government has control of those rights during three days of 
each week, the control criterion is met.The provision in the lease definition 
that the contract be for a period of time does not require uninterrupted control 
of the right to use the facility. 
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Å Nonfinancial assets

ƁAssets that are not ñfinancial assetsò, as defined by GASB 
72, Fair Value

ƁCommon Examples: land, buildings, vehicles, and 

equipment

¶Unless determined to be Investments/Financial

Implementation: While 

many software/IT 

related agreements may 

be excluded from 

Statement No. 87; they 

may be included with 

SBITA.  

ñInventoryò those as 

well!!

} Intangible assets (mineral rights, patents, software, copyrights)

ƁExcept for the sublease of an intangible right-to-use asset

¶SBITA ïExposure Draft

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

} Inventory

} Service concession arrangements (See GASB Statement 60)

} Assets financed with outstanding conduit debt unless both the asset and 

conduit debt are reported by lessor

} Supply contracts (such as typical power purchase agreements, which do 

not convey control of the right to use the underlying power generating 

facility)

86
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}No classification of leases into operating/capital or other 

categories

}Underlying assumption that leases are financings

}Exceptions (lessors and lessees)

ƁShort-term leases 

ƁLeases that transfer ownership and do not contain termination 

options

}Exceptions for lessors

ƁLeases of assets that are investments 

ƁCertain regulated leases (e.g., airport-airline agreements)

}QðA vendor installs equipment in a governmentôs 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? 

AðThis 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.
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Á For financial reporting purposes, when does the lease start and end?

ƁStart with the noncancelable period

89

2021ééééééééééééééééééé..2027

- Plus periods covered by options to:

ÅExtend lease, if reasonably certain of being exercised

ÅTerminate lease, if reasonably certain of not being exercised

ééééééééééééé.2031

- Excludes cancelable periods

ÅPeriods 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

}QðA lease contract has a noncancellable period of five years 

and specifies that at the end of the five years, both the lessor and 

lessee have the right to cancel the lease or may continue the 

lease, using the same terms on a month-to-month basis. Is the 

month-to-month holdover period included in the initial 

assessment of the lease term? 

AðNo. During the holdover period, the lessee has not contracted for a 

noncancellable right to use an underlying asset, and the lessor is not required to 

continue providing the asset. That is, the holdover period is cancellableby either 

party and, therefore, is excluded from the lease term, as defined in paragraph 12 of 

Statement 87. 
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}QðA lease contract allows either party to unilaterally terminate 

the lease at any time but also provides for cancellation penalties. 

The cancellation penalties are so great that it is reasonably 

certain that neither party will terminate the lease.  Should the 

cancellable periods be excluded from the lease term?

AðYes. Paragraph 12 of Statement 87 requires that periods for which both the 

lessee and the lessor have an option to terminate the lease without permission from 

the other party be excluded from the lease term as cancellable periods. The presence 

of cancellation penalties does not affect that conclusion. Even if, as in this 

example, both parties are reasonably certain that the lease will not be terminated, the 

cancellable periods should be excluded from the lease term.

92

Consider Contract 

Combinations 

when reviewing 

Multiple 

Components

} Separate contracts into lease and nonleasecomponents or multiple 

lease components

} Allocate consideration to multiple underlying assets if:

ƁService components of contract,

ƁDiffering lease terms, or 

ƁAre in differing major asset classes for disclosure

} Allocation process:

} No Policy provision in Standard

Identify individual 
components, are they 

reasonable? 

Maximize observable 
information

Estimate using 
professional judgment

If not practicable to determine best 
estimate, may account for 

components as single lease unit
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5 year lease with lessee-onlyoption to cancel at 4 years

Lessee Options Lessor Options Term

Terminate Extend Terminate Extend

Uncertain N/A N/A N/A 5 years

Reasonable

Certain

N/A N/A N/A 4years

5 year lease with lessee option to extend to 6 and lessor option to 

cancel at 4.

Lessee Options Lessor Options Term

Terminate Extend Terminate Extend

N/A Uncertain Uncertain N/A 5 years

N/A Uncertain Reasonably

Certain

N/A 4 years

N/A Reasonably 

Certain

Uncertain N/A 6 years

N/A Reasonably

Certain

Reasonably

Certain

N/A 4 years
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95

5 year lease with lessee and lessor options to cancel at 4

¶Cancelable after 4th year because both lessee and 
lessor can cancel

Lessee Options Lessor Options Term

Terminate Extend Terminate Extend

Uncertain N/A Uncertain N/A 4 years

Uncertain N/A Reasonably

Certain

N/A 4 years

Reasonably 

Certain

N/A Uncertain N/A 4 years

Reasonably

Certain

N/A Reasonably

Certain

N/A 4 years

95

}Reassess the lease term only if one or more of the following 

occurs:

ƁLessee or lessor elects to exercise an option even though originally 

determined that the lessee or lessor would not exercise that option

ƁLessee or lessor elects to notexercise an option even though 

previously determined that the lessee or lessor would exercise that 

option

ƁAn even specified in the contract that requires an extension or 

termination of the lease takes place
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}A short-term lease is one that, at the beginning of the 

lease, has a ñmaximum possible termò under the 

contract, including any options to extend, of 12 

months or less

}Practicality exception for short-term leases

¶For a lease that is cancelable either by the lessee or 

lessor, such as month-to-month or year-to-year leases, 

the maximum possible term is the noncancelable period 

including any notice period

}QðA 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? 

AðNo. Paragraph 16 of Statement 87 states that a short-term lease ñhas 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.ò Therefore, 

the lessee should report a lease liability and a lease asset; however, the lease term 

would be only six months. 
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}Accounting:
ƁLessee: lease payments recognized as expenses/expenditures 

based on the payment provisions of the contract

ƁLessor: lease payments recognized as revenue based on the 

payment provisions of the contract

}Disclosures:
ƁNone
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Assets Liability Deferred Inflow

LESSEE Intangible asset (right to use 

underlying asset)ðvalue of lease 

liability plus prepayments and 

initial direct costs that are ancillary 

to placeasset in use

Presentvalue of future 

lease payments (incl. 

fixed payments, variable 

payments based on index 

or rate, reasonably 

certain residual 

guarantees, etc.)

NA

LESSOR ÅLease receivable (generally 

including same items as lessee 

liability)

ÅContinue to report leased asset

NA Equal to lease 

receivable plus any cash 

received up front that 

relates to a future period

Assets 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)

NA

LESSOR ÅDepreciate leased asset (unless indefinite life 

or required to be returned in its original or 

enhanced condition)

ÅReduce receivable by lease payments (less 

payment needed to cover accrued interest)

NA Recognize 

revenue over 

the lease term in 

a systematic and 

rational manner
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}Initial measurement of a lease liability includes:
ƁFixed payments over lease term

ƁVariable payments based on an index / rate in effect at that date 

(ex. CPI)

ƁVariable payments that are in-substance fixed 

ƁResidual value guarantees that are reasonable certain of being 

required 

ƁTermination penalties if based on the determination of the lease 

term, the termination option is reasonable certain of being 

exercised

ƁPurchase options reasonably certain of being exercised

ƁAny other reasonably certain payments

104

}Recognize a lease liability and intangible lease asset

}In governmental funds, report capital outlay and other financing 

source

103

104



6/2/2020

53

105

}Initial measurement of a lease liability includes:
+ Fixed payments (less any lease incentives receivable from the lessor)

+ Variable payments based on an index or rate (such as CPI), 

ÅUse the rate as of the beginning of lease

+ Variable payments that are fixed in substance

+ Residual value guarantees reasonably certain of being required

+ Purchase options reasonably certain of being exercised

+ Termination penalties, if lease term reflects lessee exercising termination options/fiscal 

funding clauses

+ Any other reasonably certainpayments

106

}Initial measurement of a lease liability includes:

ƁLease liability does not include lease payments that are dependent 

on a lesseeôs performance or usage of an underlying asset

}Discount the lease liability payments using the rate the lessor charges 

the lessee

ƁInterest rate may be implicit in the lease

Ɓif that rate cannot be readily determined, the lesseeôs incremental 
borrowing rate
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107

}Remeasurelease liability when certain changes occur (if expected to 

significantly affect liability measurement)

} If lease liability remeasured

ƁAdjust liability for change in variable payments index/rate

ƁUpdate discount rate when certain other judgments change

}Adjustments to the lease liability generally should adjust the lease asset by 

the same amount

ƁException if adjustment is greater than carrying value of asset, difference is 

recognized in the flows statement

108

}Initially measure lease asset as the sum of:

a. Initial lease liability

b. Any prepayments (amounts paid for the lease prior to measuring the lease 

liability)

¶Less any incentives receivedfrom the lessor

c. Initial direct costs that are necessary ancillary charges to place the leased 

asset into use

¶Other initial direct costs (e.g., insurance, legal, administrative) should be expensed
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109

Lease Asset Subsequent Recognition and Measurement

}Lease asset amortized (e.g., amortization expense) using a systematic and 

rational manner over the shorter of the useful life of the underlying asset or 

the lease term

ƁLease asset amortization maybe combined with depreciation expense for other 

capital assets

ƁIf the lease has a purchase option which is reasonably certain of being exercised, 

amortize over the useful life of the underlying asset as if the lessee owns the 

underlying asset, using the lesseeôs depreciation policy, unless non-depreciable.

2019 Governmental & Not-For-Profit Training Program

110

Lease Asset Subsequent Recognition and Measurement

}Lease asset generally adjusted by the same amount as lease liability. 

ƁIf this change reduces the carrying value of the lease asset to zero, any remaining 

amount is a gain

} If the underlying asset becomes impaired, apply capital asset impairment 

guidance of Statement 42 to the right-to-use lease asset

109

110



6/2/2020

56

a. A general description of leasing arrangements, including: 

1. Basis, terms, and conditions, on which variable lease payments are 

determined 

2. Existence, terms, and conditions of residual value guarantees provided by 

the lessee

b. Total amount of assets recorded under leases, and the related 

accumulated amortization, disclosed separately from other capital 

assets

c. Lease assets disaggregated by major classes of underlying assets, 

disclosed separately from other capital assets

d. Variable lease payments recognized during the period but not 

previously included in the lease liability

111
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e. Other payments recognized during the period but not previously 

included in the lease liability (such as residual value guarantees or 

penalties)

f. A maturity analysis of all future lease payments 

ƁPayments for each of the first five years

ƁPayments in five-year increments thereafter

ƁShow principal and interest separately 

g. Lease commitments, other than short-term leases, for which the lease 

term has not yet begun

h. Components of any net impairment loss (gross impairment loss less 

change in lease liability)

114

Assumptions for Lease Liability calculation:

} The Pumper Truck is delivered on January 1, 2021, date of 1st 

payment.

} Payment schedule 5 years, assuming a 6% interest rate.

} Purchase price, not certain of being exercised (exclude)

} Present value of $2,000 monthly payments for 5 years (60 months):

ƁRate = (6% per year / 12 months to get rate per month)

ƁNper(number of payments) = 60

ƁPmt(monthly payment) = 2,000

ƁFV (future value) = 0

ƁType = 1 if payments are made at beginning of period, 0 if payments are 

made at end of period
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115

Assumptions for Lease Liability calculation:

} The Pumper Truck is delivered on January 1, 2021, date of 1st 

payment.

} Payment schedule 5 years, assuming a 6% interest rate.

} Purchase price, not certain of being exercised (exclude)

} Present value of $2,000 monthly payments for 5 years (60 months):

ƁRate = (6% per year / 12 months to get rate per month)

ƁNper(number of payments) = 60

ƁPmt(monthly payment) = 2,000

ƁFV (future value) = 0

ƁType = 1 if payments are made at beginning of period, 0 if payments are 

made at end of period

Present 

Value = 

103,968

116

Annualized Payment Schedule

Principal Interest Total Payment

2021 18,808 5,192 24,000 

2022 19,419 4,581 24,000 

2023 20,616 3,384 24,000 

2024 21,888 2,112 24,000 

2025 23,237 761 24,000 

103,968 16,032 120,000 

Year 1 Amortization 20,794

Year 2 Amortization 20,794 

Year 3 Amortization 20,794 

Year 4 Amortization 20,794 

Year 5 Amortization 20,792 

103,968 
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117

Governmental Fund - Initial Journal Entry Debit Credit

Capital outlay 103,968 

Other financing sources - lease proceeds 103,968 

To record capital expenditure and related 

proceeds from lease of vehicles

Entity-wide - Initial Journal Entry Debit Credit

Other financing sources - lease proceeds 103,968 

Lease liability ïdue within one year 18,808

Lease liability ïdue beyond one year 85,160

Intangible lease asset - vehicles 103,968 

Capital outlay 103,968 

To record intangible asset and related liability from 

lease of vehicles

118

Enterprise funds - Initial Journal Entry Debit Credit

Intangible lease asset - vehicles 103,968 

Lease liability ïdue within one year 18,808

Lease liability ïdue beyond one year 85,160
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119

Governmental Fund - Year 1 Journal Entry Debit Credit

Interest expense 5,192 

Lease principal payment expenditure 18,808    

Cash 24,000 

To record 12 monthly lease payments for first year

Entity-wide - Year 1 Journal Entries Debit Credit

Lease liability ïdue within on year 18,808 

Lease principal payment expenditure 18,808 

Amortization expense 20,794 

Accumulated amortization 20,794 

To eliminate fund level activity for first year

120

Enterprise funds - Year 1 Journal Entry Debit Credit

Lease liability ïdue within one year 18,808 

Interest expense 5,192 

Cash 24,000 

To record 12 monthly lease payments for first year

Amortization expense 20,794 

Accumulated amortization 20,794 

To record annual amortization expense
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122

}Recognize a lease receivable and deferred inflow of resources

}Do not derecognize the underlying asset and do not recognize a 

residual asset

ƁDepreciate underlying asset as normal, unless required to be returned in 

its original or enhanced condition or has an indefinite useful life

}In governmental funds, report lease receivable and deferred inflow 

of resources

ƁRecognize deferred inflow of resources as revenue when ñavailableò 
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123

}Initial measurement of a lease receivable includes:

+Fixed payments 

+Variable payments that depend on an index or rate (such as CPI)

¶Use the rate as of beginning of lease

+Variable payments that are fixed in substance 

¶Exclude variable lease payments that are dependent on a lesseeôs performance or 

usage of an underlying asset

+Residual value guarantees that are fixed in substance 

ƁLess provision for uncollectible amounts

124

}Discount the lease receivable using the rate the lessor charges the 

lessee

ƁInterest rate may be implicit in the lease

}Initially excludes the following

ƁResidual value guarantees that are not fixed in substance should 

be recognized as a receivable when:

a. Payment is required, and

b. Amount can be reasonably estimated 

ƁPurchase option payments or termination penalties 

¶Recognized when exercised
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125

}Initial Measurement

+ Receivable amount, plus

+ Any cash received up front that relates to future periods (e.g., final 

monthôs rent)

}Recognition:
ƁRecognize revenue over the lease term on a systematic and rational manner over the 

lease term
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127

}Recognize amortization of the discount on the lease receivable (interest 

revenue) to produce a constant periodic rate of return on the receivable

}Lease payments allocated first to accrued interest receivable and then to the 

lease receivable

}Remeasurethe lease receivable and update the discount rate when one or 

more of the following occur and are expected to significantlyaffect the 

receivable amount:

There is a change in lease 

term

There is a change in the rate 

the lessor charges the lessee

A contingency is resolved 

making variable payments 

fixed

128

}If remeasured:
Ɓalso remeasure for changes in an index/rate used to determine variable lease payments 

}If the discount rate is updated:
Ɓthe receivable should be adjusted using the revised rate

}The deferred inflow of resources generally adjusted by the same amount as 

the lease receivable 

}Underlying Asset ï
ƁDo not derecognize

ƁContinue to depreciate during the lease term

ƁIf asset is to be returned at original condition or enhanced, then do not depreciate during lease 

term
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129

Å Accounting in governmental funds (lessor)

ƁInception: debit lease receivable; credit deferred 

inflow

ƁLease payments received: debit cash; credit lease 

receivable 

ƁSystematically over lease term: debit deferred inflow; 

credit revenue

129

Two main transactions do not apply the general lessor 
recognition and measurement guidance (but still required 
to provide certain disclosures)

ƁLeases of tangible assets that are investments

¶No lease receivable reported for leased investment assets because 

investments are reported at fair value

ƁCertain regulated leases(e.g., airport-airline agreements)

¶Airport-airline agreements have features that donôt operate like 

financings

130
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a. A general description of leasing arrangements
¶The basis, terms, and conditions on which variable lease payments not included 

in the lease receivable are determined

b. The total amount of inflows recognized in the reporting 

period related to leases, if not displayed on face of 

financials

Lease activities may be 

grouped for disclosure 

purposes

c. The lease inflows related to variable lease payments 

and other payments not previously included in the 

lease receivable

ƁInclude inflows related to residual value guarantees and 

termination penalties

d. If lease payments secure lessorôs debt:

ƁThe existence, terms, and conditions of options by the 

lessee to terminate a lease or abate lease payments

Similar disclosures required for certain regulated leases 

(airport-airline agreements)
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}If governmentôs principal ongoing operations consist 

of leasing to other entities,

ƁDisclose maturity analysis of all future lease payments 

included in lease receivable

¶Payments for each of the first five years

¶Payments in five-year increments thereafter

¶Show principal and interest separately 

134

For LESSORS

}Remeasurethe lease receivable on the effective date of modification 
ƁAssess the need for an updated discount rate

}Adjust the deferred inflow of resources by the difference between the 

modified receivable and the receivable immediately before the modification
ƁHowever, to the extent any change relates to payments for the current period, recognize in 

current period flows statement (for example, revenue)

}If change results from refunding related debt and passing savings on to the 

lessee, see remeasurement guidance in paragraph 76
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135

For LESSORS

}For partial/full lease terminations (other than sales), lessors     

reduce/remove the lease receivable and related deferred inflow of resources

}Recognize the difference as a gain or loss

}If the lessor sells the underlying asset, derecognize underlying asset
ƁInclude in the calculation of any gain or loss

135
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}Asset value and liability value
ƁWhat if the underlying assets do not meet the 

governmentôs capitalization threshold?

}IG question on this 7.9.8 ïdirecting 

governments to capitalize the collective

amount if material in total

}IG 2019-3 question 4.23 ïapplications of a 

similar threshold as capital assets to the lease 

liability

}From the lessee perspective
ƁGASB 62 par 173-187

}From the lessor perspective
ƁProposed IG Question
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}QðParagraph 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? 

AðIf the lease contract contains a stated interest rate, the lessor should use

that rate. In the absence of a stated rate, the lessor should determine if the

rate implicit in the lease can be estimated. Paragraph 47 of Statement 87

provides that lessors may apply the guidance for imputation of interest in

paragraphs 173ï187 of Statement 62. Paragraph 183 of Statement 62 indicates

that the prevailing rates for similar instruments of issuers with similar credit

ratings normally will help determine an appropriate interest rate. Lessors may

use professional judgment to determine their best estimate for the interest

rate, maximizing the use of observable information; for example, using the

lesseeôsestimated incremental borrowing rate or published market rates for

similar instruments. If it is not practicable for the lessor to estimate the

discount rate through those methods, the lessorôsown incremental borrowing

rate may be used.
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141

}Effective for periods beginning after December 15, 2019

ƁEarlier application encouraged

}Transition

ƁApply retroactively

¶Restate if practicable, cumulative effect if not

ƁLeases recognized and measured using the facts and circumstances that exist at the beginning 

of the period of implementation(hindsight) 

ƁLessors should not restate the assets underlying their existing sales-type or direct financing 

leases 

¶Any residual assets for those leases would become the carrying values of the underlying assets

142

}Start reviewing existing leases as soon 

as possible

}Implement internal controls to identify 

leases and lease modifications

}Update accounting systems for new 

information needs

}Read GASB 87 & Leases 

Implementation Guide
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143

}Consider impact on capitalization 

policy

}Consider effects of reporting lease 

liabilities oné

ƁDebt limitations

ƁBond covenants

ƁGrant agreements

144

}Lease Incentives

}Subleases

}Sale-Leasebacks

}Lease-Leasebacks

}IntraðEntity Leases

}Leases Between Related Parties
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Statement No. 89

What?

The Board issued 
Statement 89 to 
enhance the 
relevance of capital 
asset information 
and simplify 
financial reporting

Why?

Accounting guidance 
has been based on 
FASB Statements 34 
and 62, which were 
incorporated into the 
GASB literature by 
GASB Statement 62 
but were not 
reconsidered in light 
of GASBôs Concepts 
Statements

When?

Effective for periods 
beginning after 

December 15, 2019

Earlier application is 
encouraged
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Financial statements prepared using the economic resources 
measurement focus:

ÅInterest cost incurred before the end of a construction period should be 
recognized as an expense in the period incurred.

Financial statements prepared using the current financial 
resources measurement focus:

ÅInterest cost incurred before the end of a construction period should be 
recognized as an expenditure consistent with governmental fund 
accounting principles.

Prospective application at transition
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Statement No. 90

What?

The Board issued 
Statement 90 to clarify 
whether a majority 
equity interest should 
be reported as an 
investment or as a 
component unit and to 
provide consistent 
measurement of 
elements of acquired 
organizations and 100% 
equity interests in 
component units

Why?

Stakeholders requested 
that the GASB examine 
diversity in practice and 
potential conflicts in the 
existing guidance

When?

Effective for periods 
beginning after 

December 15, 2018

Earlier application is 
encouraged
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Does the Majority Equity Interest Meet

the Definition of an Investment?

YES NO

Report as an investment Report as a component unit

Measure the investment by applying the 

equity method prescribed in Statement 62, 

paragraphs 205ï209

Exception:the following should apply fair 

value in accordance with Statement 72, 

paragraph 64:

ÅSpecial-purpose governments engaged 

only in fiduciary activities

ÅFiduciary funds

ÅEndowments (including permanent and 

term endowments) and permanent funds

Recognize an asset for the majority equity 

interest and measure by applying the 

equity methodprescribed in Statement 62, 

paragraphs 205ï209

Applied prospectively only

Government holding 

the 100% equity 

interest would 
recognize an asset 

and measure by 

using acquisition 
value

Component unit 

should remeasure 

assets, liabilities, 
and deferrals by 

applying acquisition 

value as described 
in Statement 69

If a government 
acquires a 100% 

equity interest in a 
legally-separate 

entity that doesnot
meet the definition 
of an investment

These provisions would be applied prospectively only
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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, 

2020

Earlier application 
is encouraged
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1.Thereareat leastthreepartiesinvolved: thegovernment-issuer,

the third-party obligor (borrower), and the debt holder or

trustee.

2.The issuerand the third-party obligor are not within the same

financialreportingentity.

3.The debtobligation is not a parity bondof the issuer,nor is it

cross-collateralizedwith otherdebtof theissuer.

4.The third-party obligor or its agent,not the issuer,ultimately

receivestheproceedsfrom thedebtissuance.

5.Thethird-partyobligor, not theissuer,is primarily obligatedfor

thepaymentof all amountsassociatedwith thedebtobligation.

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

For example:
ÅExtending a moral obligation pledge
ÅExtending an appropriation pledge
ÅExtending a financial guarantee 
ÅPledging 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 
obligorôs 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.
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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 aliability 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 aliability 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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ÅCapital asset is built or acquired with 
proceeds of the conduit debt obligation.

ÅIssuer retains title to the capital asset from 
the beginning of the arrangement.

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

ÅPayment 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 ñleasesò

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
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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 entirecapital 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

ÅDescription of limited commitments

ÅDescription of additional commitments (legal authority and 
limits; length; arrangements for recovering payments from 
third-party obligors, if any)

ÅAggregate outstanding principal amount

A general 
description of the 
issuerôs conduit 
debt obligations

ÅDescription of timing of recognition and measurement of 
the liability

ÅBeginning balances, increases, decreases, ending balances

ÅCumulative payments that have been made

ÅAmounts 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
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Leases

ÅEffective date of Statement 87 and Implementation Guide 2019-3 is changed 
to ñfiscal years beginning after December 15, 2019, and all reporting periods 
thereafterò

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

Application of Statement 84 to Postemployment Benefit 
Arrangements

¶Limit the requirements of paragraphs 22 and 25 to defined benefit pension 
and OPEB plans

¶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 

Applicability of Statements 73 and 74

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

Fair value measurements

¶Amends paragraph 81 of Statement 72 to adjust the example of nonrecurring 
fair value measurements
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