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* Thank you and welcome
* Please check your email for PowerPoint
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GASB Statement No. 96

Subscription-Based

Information Technology

Arrangements
Issued May 2020

Effective Date: Periods beginning
after June 15, 2022. (CY23)

Statement 96 on SBITAs

What?

The Board issued
standards related
to reporting
subscription-
based information
technology

arrangements
(SBITAs), such as
cloud computing
contracts

Why?

Stakeholders
were concerned
that those
transactions were
be covered by the
guidance in
Statements 51 or

87; diversity
existed in practice

When?

Effective for fiscal
years beginning
after June 15,
2022, and all
reporting periods
thereafter

Earlier application
is encouraged
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Statement 96 on SBITAs

’A subscription-based information technology arrangement (SBITA) “is a
 contract that conveys control of the right to use another party’s (a SBITA
veudor ’s) I'T software, alone or in combination with tangible capital assets
(the underlying IT assets) as specified in the contract for a period of time in
{an exchange or exchange-like transaction.”

To determine whether a contract conveys control of the

right to use the underlying IT assets, a government
should assess whether it has both:

+ The right to obtain the present service capacnty from use
of the underlying IT assets as specified in the contract

the underlylng IT assets as specnf ed in the contract.

Statement 96 on SBITAs

Statement 96 does NOT apply to:

* Contracts that convey control of the right to 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. (for example, a
computer with operating software or a smart copier that is
connected to an IT system)

* Governments that provide the right to use their IT software
and associated tangible capital assets to other entities through
SBITAs (lessor situation)
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Statement 96 on SBITAs

Statement 96 does NOT apply to:

¢+ Contract that meet the definition of a P3 {public-private and
public-public partnerships) in paragraph 5 of Statement No. 94
Public-Private and Public-Public Partnerships and Availability
Payment Arrangements

¢ Licensing arrangements that provide a perpetual license to
governments to use a vendor’s computer software, which are
subject to Statement No. 51, Accounting and Financial
Reporting for Intangible Assets.

NOTE: A contract for IT support services alone would not be subject to
SBITA accounting guidance. However, if an IT contract contains both IT
support services and the right to use a SBITA vendor’s IT asset, then the

_____SBITA quidance would apply to the right-to-use portion of the contract.

7

Statement 96 on SBITAs

NOTE: A contract for IT support services alone would not
be subject to SBITA accounting guidance. However, if an IT
contract contains both IT support services and the right to
use a SBITA vendor’s IT asset, then the SBITA guidance
would apply to the right-to-use portion of the contract.
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Lease or SBITA?

All SBITA’s already meet definition of lease
» If the underlying asset is:
* Tangible capital assets alone- Follow Statement 87
* IT software along- Follow Statement 96
* IT software is combination with tangible capital assets:

* Software component is insignificant compared to
cost of underlying tangible capital asset — Follow 87.

* Otherwise Use Statement 96.

9
Lease, PPP, or SBITA?
Meets Bath [dada significant SBITA guidance
and SBITA
deflmtlons Softwareis _  Statement 87
insignificant lease guidance
10
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Lease or SBITA?

All SBITA’s already meet definition of lease
* If the underlying asset is:
¢ Tangible capital assets alone- Follow Statement 87
* IT software along- Follow Statement 96
* IT software is combination with tangible capital assets:

* Software component is insignificant compared to
cost of underlying tangible capital asset — Follow 87.

* Otherwise Use Statement 96.

11
Recognition and Measurement
An SBITA should be reported under provisions effectively the
same as those for a lessee under Statement 87—recognize
a subscription asset and a subscription liability (except for
short-term SBITAs)
Measurement of the subscription asset
should include certain capitalizable
implementation costs based on stages
similar to those for internally developed
software in Statement 51:
* Preliminary project stage
+ Initial implementation stage
+ Operation and additional implementation stage /
12

Sch0423-GASB96.pptx



SDASBO 2023 SPRING WORKSHOP 04/26/23

Accounting for Activities
Associated with a SBITA

Preliminary project

Initial implementation

stage stage

* Outlays should be * In general, outlays

* Outlays in this stage

expensed as should be should be expensed
incurred capitalized as incurred unless
* However, if no they meet specific

subscription asset is capitalization criteria

recognized (such as
for a short-term
SBITA), outlays
should be expensed
as incurred '

e R SR AN P e s e i S .

Accounting for Activities
Associated with a SBITA
YN8

Og' eration and Additional

Implementation Stage

Preliminary Project Stage

* Formulate and evaluate

alternatives » Train users
| » Determine existence of needed * Convert data (other than that
technology ¢ needed to make underlying
* Select among alternatives assets operational)
* Maintain software (and
* Expense as incurred hardware)

* Expense as incurred

**Training costs should be expensed as incurred, regardless of the stage in which they are incurred

14
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L]

°

°

Provisions Similar to “l.eases”

Determination of subscription term
Identification and requirements for Short-term SBITAs
Measurement and amortization of subscription liability

Amortization (but not measurement) of subscription
asset

Governmental Fund accounting

Circumstances requiring, and requirements for, re-
measurement of subscription liability

Multiple components
Contract combinations
Terminations

Not Disclosures

15

Repoiting

Subsequenl life of SBITA of ferm

DEBITS AND CREDITS ON ONE SHEET

Resources

Inangiblesubscrpion assl (SHTA liabfy | T1*24" Yalve of fure

dbearint
Subscriber + prepaymenls + ¢apitalizable initial :ﬁx;"?::i:l;: y::;; :ing None
Initial Repori : H 9 ) )
il Repoiting -~ implemenlation cosls) ook M)
Vendor Beyand the scope of GASB-96 N/A N/A
Reduce by subseription

Amorfize intangible over shorler of useful

Subscriber payments ONLY (effective ~ None

inferest)

Vendor Beyond the scope of GASB-96 N/A N/A

* The scope of GASB Statement No. 96 does not include guidance for governmental vendors

16

Sch0423-GASBY6.pptx

04/26/23



SDASBO 2023 SPRING WORKSHOP 04/26/23

Financial Statements Prepared
Using Current Financial Resources
Measurement Focus

*Initial recognition (same as lease guidance)
* Expenditure
* Other financing source

*Subsequent accounting (same as lease
guidance)

*Subscription payments —debt service
expenditures

17

ACCOUNTS

* General Ledger Accounts:

¢ 216-Intangible Subscription Assets
* 217-Accumulated Amortization-Subscription Assets (Credit)
* 510-Subscription Liability
* Expenditure Object Code:
* 930-Amortization (object code)
* Expenditure Function:
* 5000-Debt Service- principal and interest
* Revenue Code (Other Financing Source):
» 5128-Subscription Proceeds

18
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[llustration

The School has a subscription based IT arrangement for
accounting software.

On July 1, 2020, the government enters into a subscription arrangement for

accounting software. The arrangement states the term is 5 years, with monthly
payments of $2,000 due every 1st of the month. Lessor provided the borrowing

rate of 6%,

After three years, the school may cancel the contract,

The school regularly uses the software for the full term of the contract and has
never terminated early. The contract does not provide the vendor an option to

terminate. The School pays for this subscription out of the General Fund.

04/26/23
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[llustration
Identifying the Term

Year 1
Year 2
Year 3
Year 4

Year 5

School’s options

Vendor's options

Terminate
N/A
N/A
N/A
Reasonably certain will
not exercise
Reasonably certain will
not exercise

Extend
N/A
N/A
N/A

N/A

N/A

Terminate Extend

N/A
N/A
N/A
N/A

N/A

N/A
N/A
N/A
N/A

N/A

What is the term of the arrangement? 5 years

20
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[llustration

04/26/23

Annualized Payment Schedule
Principal Interest Total Payment
2021 18,290 ! 5,710 24!000
2022 19,{119_ 4,581 24,000
2023 20,616 3,384 124,000
: '20_24_. 2_1,838 2112 f 24,000
2@25 23.238 saTR2 _ 24,000
103,451 16,549 120,000
IYear 1 Amortization 20,690
'Year 2 Amortization 20,690
Year 3 Amortization 20,690
'Year 4 Amortization 20,690
Year 5 Amortization 20,691
103,451
21
Governmental Fund - Initial Journal Entry Debit  Credit
101-2525-570 Expenditure 103,451
101-5128 Other financing sources - Subscription proceeds 103451
To record expenditure and related proceeds from subscription
arrangement
Entity-wide - Initial Journal Entry Debit  Credit .
101-5128 Other financing sources - Subscription proceeds 103,451
101-510 subscription liability — due within one year 18,290
101-510 Subscription liability - due beyond one year 85,16
101-216 Intangible Subscription Assets 103,451
101-2525-570 Expenditure 103,45
To record intangible asset and related liability from subscription
22
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[llustration

Enterprise funds - Initial Journal Entry Debit  Credit
101-216 intangible Subscription Assets 103,451
101-510 subscription liability — due within one year 18,290
101-510 subscription liability — due beyond one year 85,161

23
Governmental Fund - Year 1 Journal Entry Debit  Credit
101-5000-612 Interest expense 5,710
101-5000-611 Subscription principal expenditure 18,290
101-101 Cash 24,000
To record 12 monthly subscription payments for first year
Entity-wide - Year 1 Journal Entries Dehit _ Credit
101-510 Subscription liability — due within one year 18,290
101-5000-611 Subscription principal expenditure 18,290
101-2525-930 Amortization expense 20,690
101-217 Accumulated amortization-Subscription Assets 20,690
To eliminate fund level activity for first year
24
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[llustration

Enterprise funds - Year 1 Journal Entry Debit  Credit
101-510 Subscription liability — due within one year 18,290
101-5000-612 Interest expense 5,710

101-101 Cash 24,000

To record 12 monthly subscription payments for first year

101-2525-930 Amortization expense 20,690
101-217 Accumulated amortization-Subscription Assets 20,690
To record annual amortization expense

04/26/23
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[llustration

Enterprise funds and Entity-wide
Year 1 Journal Entry Debit  Credit

101-510 Subscription liability — due beyond one year 19,419
101-510 Subscription liability — due within one year 19,419

To adjust due within one year liability

26
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[llustration

Governmental Fund - Year 2 Journal Entry

Debit Credit

101-5000-612 Interest expense
101-5000-611 Subscription principal expenditure
101-101 Cash

To record 12 monthly subscription payments for
second year

Entity-wide - Year 2 Journal Entries

4,581
19,419
24,000

Debit Credit

101-510 Subscription liability — due within one year
101-5000-611 Subscription principal expenditure
101-2525-930 Amortization expense
101-217 Accumulated amortization-Subscription Assets
To eliminate fund level activity for second year

19,419

19,419
20,690

20,690

04/26/23
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[llustration

Enterprise funds - Year 2 Journal Entry

Debit  Credit

101-5000-612 Interest expense

101-510 Subscription liability — due within one year
101-101 Cash

To record 12 monthly subscription payments for
second year

101-2525-930 Amortization expense
101-217 Accumulated amortization-Subscription Assets
To record annual amortization expense

4,581

19,419
24,000

20,690
20,690

28
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Enterprise funds and Entity-wide
Year 2 Journal Entry Debit  Credit
101-510 Subscription liability — due beyond one year 20,616

101-510 Subscription liability — due within one year 20,616

To adjust due within one year liability

04/26/23
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[llustration
Three years remaining on subscription-based IT
End of year 2 bahncesarrangement
Subscription liability — due within one year $ 20,616
Subscription liability — due beyond one year 45,126
Total 65,742
Intangible Subscription Assets $ 103,451
Accumulated Amortization — Subscription Assets (41,380)
Subscription NBV 62,071
30
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Note Disclosure—
* Description of subscription arrangements

* Amount of subscription assets and related
accumulated amortization

* Amount of outflows of resources not previously
included in the measurement of the subscription
liability

> Schedule of future subscription payments
* Principal and interest listed separately

*Commitments before the commencement of the
subscription term

* Impairment loss or related change to liability

31
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