GASB Lease Determination

To help with implementation of the new lease standard, Cherry Bekaert has created a lease determination flow chart tool to help
government lessees and lessors determine if a contract is truly a lease under the standard.

Is this contract considered a Lease?

Is the asset type specifically excluded
from the GASB guidance?
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Is the asset financed with
Conduit Debt?
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Lease of an Intangible Asset?’

Lease of a Biological Asset??

Lease of Inventory?

Are BOTH the asset and related
debt reported by the Lessor?
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Is this a Supply Contract?
(e.g. Power Purchase Agreement)

NO
SERVICE v

Does this meet the definition of a Service
Concession Arrangement??

NO
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If a Service Contract, does it have BOTH a
Lease and Service component?

YES
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Is the contract an exchange or
exchange-like transaction?*

YES

Is the contract for a period of time?®
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Is the maximum possible term under the
lease contract 12 months or less?©
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Does ownership transfer at the
end of the term?
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This is a Lease under GASB Standards
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Not a qualifying Lease

Not a qualifying Lease
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Not a qualifying Lease

Not a qualifying Lease

Reported as a
financed purchase

YES

YES—>  Not a qualifying Lease
YES

NO —>  Not a qualifying Lease
NOTES

'~ Includes rights to explore for or to exploit natural
resources, licensing contracts, patents, copyrights,
licensing of computer software.

2-Includes timber, living plants and animals.

3- A Service Concession Arrangement (SCA) is defined
in paragraph 4 of Statement No. 60.

4~ Free rent and dollar leases do not qualify as each
party does not receive or give up essentially equal value
or not quite equal value.

5- A permanent easement or other leases that last
indefinitely without cancellation options do not meet
the period of time criterion.

¢-Includes any options to extend the lease, regardless of
the probability of it being exercised.
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