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Does the agreement
involve the use of software or
capital assets?

Does this agreement
involve software?

Yes

No

Is one of the parties in the
agreement required to provide a
public service?

Is this a lease of biological
assets?

No

Yes

Start

No
No

Yes

GASB
Statements Do
Not Apply

Is the software
an insignificant component
to any fixed asset in
the agreement?

Yes

Yes

How is the operator going to be
compensated?

Is this a lease of an intangible
asset?
Government

Yes

Apply GASB 94

No
No

Do Not Apply
GASB 87

Third Party
Users or Service Recipients

Do not apply GASB 96

No

Yes

Yes

Is this a lease for supply
contracts?

Is this a software
that you are
procuring?
Does the
transferor have the ability to: a) modify
or approve the services the operator
can provide, b) determine to whom the operator can
provide the services, and c) set price ranges
or rates charged by the operator?

Yes

No
No

Is this a lease of inventory?

Is it a perpetual
license/agreement?

Yes

Yes

Yes
No
No

Apply GASB 96

Does the transferor retain
a significant residual interest
in the asset?

No

Is this an existing asset and
the asset does not need to be
improved?

Does the lease explicitly
transfer ownership?

Yes

No
Yes

No

Agreement is an SCA
within the scope of GASB
94.

GASB
Statements Do
Not Apply

Is the lease greater than a
dollar?

Yes

Apply GASB 87

Glossary
Agreement: Any legally enforceable arrangement, written or verbal. These could be labeled as contracts, purchase orders,
or be under a different label.
Biological Asset: Includes timber, living plants, and living animals
Capital Assets: Includes land, improvements to land, easements, buildings, building improvements, vehicles, machinery,
equipment, works of art and historical treasures, infrastructure, and all other tangible assets that are used in operations and
that have initial useful lives extending beyond a single reporting period.
Intangible Assets: Are assets that lack physical substance, are non-financial (not investment securities or prepaids) and have
an initial useful life greater than one year. Common intangibles include, but are not limited to, rights to explore for or to
exploit natural resources such as oil, gas, and minerals and similar non-regenerative resources; licensing contracts for items
such as motion picture films, video recordings, plays, manuscripts, patents, and copyrights
Operator: The government or private company that enters into an agreement with a transferor to provide a public service in
conjunction with a capital asset
Public Service: Any activity that serves the public, GASB has left this purposefully vague. This can include the design,
construction, and/or operation of an asset.
Significant Residual Interest: At the end of the agreement, will the capital asset be returned to the government with some
value remaining?
Software as an insignificant component: In this context, an insignificant component would be software that was incidental
to a piece of hardware. For example, many office copiers have software included with the hardware that allows the
computers to communicate with it. This would be considered incidental.
Transferor: The government that contracts with an operator to provide public services in conjunction with a capital asset.
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