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gasb 87 implementation guide 2022 is an essential resource for public sector entities striving to
comply with the updated lease accounting standards issued by the Governmental Accounting
Standards Board (GASB). As lease accounting undergoes significant transformation, many
organizations face the challenge of interpreting and applying the principles effectively. This guide
aims to provide a clear, step-by-step overview of GASB Statement No. 87, helping entities understand
its implications, streamline their implementation process, and ensure transparent financial reporting.

Understanding GASB 87 and Its Importance

Before diving into the specifics of the gasb 87 implementation guide 2022, it’s important to grasp
what GASB 87 entails and why it matters so much for governmental accounting. GASB 87 represents
a major shift from prior lease accounting standards by requiring governments to recognize most
leases on their balance sheets. This update enhances transparency and provides a more accurate
picture of an entity’s financial obligations.

The core objective of GASB 87 is to improve financial reporting by recognizing lease assets and
liabilities, reflecting the economic reality of lease transactions. This change affects a broad spectrum
of leases, including real estate, vehicles, equipment, and other capital assets. Entities that previously
accounted for leases as operating leases off-balance-sheet must now bring these into their financial
statements.

Key Components of the Gasb 87 Implementation Guide
2022

Implementing GASB 87 can be complex, especially for organizations unfamiliar with the nuances of
lease accounting. The gasb 87 implementation guide 2022 breaks down the process into manageable
components, ensuring a smoother transition.

Scope of GASB 87

Understanding the scope is fundamental. GASB 87 applies to all leases, defined as contracts that
convey control of the right to use another entity’s asset for a period of time in exchange for
consideration. This includes leases of tangible assets such as buildings, land, and equipment but
excludes intangible assets and certain other arrangements. Public entities must carefully identify
lease contracts under this standard to avoid misclassification.



Recognition and Measurement

One of the most significant changes introduced by GASB 87 is the recognition of lease liabilities and
lease assets on the balance sheet.

- **Lease Liability:** Measured as the present value of lease payments expected to be made during
the lease term.
- **Lease Asset:** Corresponds to the lease liability, adjusted for prepaid payments, incentives
received, and initial direct costs.

The gasb 87 implementation guide 2022 emphasizes the importance of accurate measurement and
encourages entities to use appropriate discount rates, often the rate implicit in the lease or the
entity’s incremental borrowing rate.

Lease Term and Components

Determining the lease term is critical because it directly influences the measurement of lease
liabilities and assets. The lease term includes the non-cancellable period plus any periods covered by
options to extend or terminate the lease if the lessee is reasonably certain to exercise those options.

Additionally, leases may contain multiple components—such as maintenance services bundled with
use of the asset—that need to be separated and accounted for accordingly. The guide highlights best
practices for identifying and allocating lease components to ensure compliance.

Steps to Successfully Implement GASB 87

The gasb 87 implementation guide 2022 outlines several practical steps that can help entities
manage the transition effectively:

1. Conduct a Comprehensive Lease Inventory

Start by compiling a detailed inventory of all lease agreements. This includes reviewing contracts,
amendments, and related documents to identify all leases that fall within GASB 87’s scope. Don’t
overlook embedded leases in service contracts or agreements that may not be explicitly labeled as
leases.

2. Analyze Lease Terms and Conditions

For each lease, carefully analyze terms such as lease duration, renewal options, payment schedules,
and variable payments. This analysis is vital for determining lease classification, measurement of
lease liabilities, and recognizing lease assets accurately.



3. Determine Appropriate Discount Rates

Selecting the correct discount rate is often one of the most challenging aspects of GASB 87
implementation. When the rate implicit in the lease is not readily determinable, entities should use
their incremental borrowing rate, reflecting the rate they would pay to borrow similar funds.

4. Update Accounting Systems and Processes

Implementing GASB 87 typically requires updates to accounting software and internal controls. Many
organizations find it helpful to invest in lease accounting software that automates calculations, tracks
lease terms, and generates required disclosures. This step can significantly reduce errors and improve
compliance.

5. Train Finance and Accounting Staff

Educating your accounting team on the nuances of GASB 87 is essential. Training sessions,
workshops, and continuous education ensure that staff understand accounting treatments, journal
entries, and reporting requirements related to the new lease standard.

6. Prepare Financial Statement Disclosures

GASB 87 mandates enhanced disclosures around lease arrangements, including qualitative and
quantitative information about leasing activity. The implementation guide advises compiling sufficient
data to provide clear, transparent disclosures that meet GASB’s requirements.

Challenges and Tips for Smooth GASB 87
Implementation

While the gasb 87 implementation guide 2022 provides a roadmap, organizations may still encounter
obstacles during the transition. Here are some common challenges and tips to address them:

Data Collection Difficulties

Locating all lease agreements can be daunting, especially in large organizations with decentralized
operations. Establishing a centralized lease repository early in the process helps mitigate this issue.
Encourage departments to submit lease documents and maintain ongoing communication to capture
new agreements promptly.



Complex Lease Arrangements

Some leases have complex terms, including variable payments, renewal clauses, or embedded
components. When in doubt, consult with auditors or lease accounting experts to interpret these
complexities correctly. Leveraging lease accounting software with built-in analytical tools can also aid
in managing these complications.

Resource Constraints

Limited staff or budget resources may slow implementation. Prioritize key leases with material impact
on financial statements and consider phased implementation strategies. Outsourcing certain tasks to
specialized consultants can be a cost-effective solution.

Keeping Up with Updates and Amendments

GASB periodically issues amendments or clarifications related to lease accounting. Staying informed
through GASB bulletins, professional accounting bodies, and industry forums ensures your
implementation remains compliant and up to date.

Why Timely GASB 87 Implementation Matters

The gasb 87 implementation guide 2022 underscores the importance of meeting implementation
deadlines to avoid audit issues and ensure accurate financial reporting. Non-compliance can lead to
qualified audit opinions, delays in financial close processes, and potential reputational risks.

Moreover, by adopting GASB 87 promptly, entities improve the comparability and transparency of
their financial statements, which benefits stakeholders such as bondholders, taxpayers, and oversight
bodies. Enhanced visibility into lease obligations aids in better financial planning and risk
management.

Leveraging Technology for GASB 87 Compliance

Modern lease accounting software has become indispensable for many organizations navigating GASB
87. These tools automate the recognition, measurement, and disclosure processes, reducing manual
errors and improving efficiency.

Key features to look for in lease accounting technology include:

Automated lease classification and measurement calculations

Centralized lease data repository with document management



Audit trail capabilities and integration with general ledger systems

Customizable reporting for GASB 87 disclosures

Alerts for lease renewals, modifications, and expirations

By investing in the right technology, entities can not only comply with GASB 87 but also enhance their
overall lease management practices.

Final Thoughts on the Gasb 87 Implementation Guide
2022

Implementing GASB 87 represents a significant undertaking, but with the right approach and
resources, it becomes an opportunity to strengthen financial transparency and accountability. The
gasb 87 implementation guide 2022 serves as a valuable companion throughout this journey, offering
clarity on complex lease accounting topics and practical guidance for compliance.

Whether you’re a finance professional, auditor, or public sector leader, understanding the nuances of
GASB 87 and following a structured implementation plan can help you navigate the standard’s
requirements with confidence. As the landscape of lease accounting continues to evolve, staying
informed and proactive remains the key to success.

Frequently Asked Questions

What is GASB 87 and why is it important for 2022
implementation?
GASB 87 is the Governmental Accounting Standards Board's standard for leases, which requires
governments to recognize lease assets and liabilities on their financial statements. Its 2022
implementation is important because it improves financial transparency and comparability by
providing a comprehensive framework for lease accounting.

What are the key changes introduced by GASB 87 compared
to previous lease accounting standards?
GASB 87 eliminates the distinction between operating and capital leases for lessees, requiring all
leases to be reported on the balance sheet as a lease liability and an intangible right-to-use lease
asset, enhancing the accuracy of financial reporting.

What steps should governments take to prepare for GASB 87



implementation in 2022?
Governments should inventory all existing leases, assess lease terms, update accounting systems,
train staff on new requirements, and review internal controls to ensure compliance with GASB 87 by
the 2022 deadline.

How does GASB 87 affect the recognition of lease assets and
liabilities for lessees?
Under GASB 87, lessees must recognize a lease liability representing the present value of lease
payments and a corresponding intangible right-to-use lease asset, reflecting their right to use the
leased asset during the lease term.

Are there any exemptions or exceptions to GASB 87
implementation in 2022?
Yes, GASB 87 excludes leases with a maximum possible term of 12 months or less and leases of
intangible assets from its scope, so these do not require recognition of lease assets and liabilities
under the standard.

How should governments handle lease modifications under
GASB 87 in 2022?
Lease modifications that increase the scope or consideration are accounted for as separate leases if
additional assets are involved; otherwise, the lease liability and right-to-use asset are remeasured
based on the modified terms according to GASB 87 guidance.

What are the disclosure requirements under GASB 87 for 2022
financial statements?
Governments must disclose qualitative and quantitative information about lease arrangements,
including descriptions, lease terms, significant assumptions, and amounts recognized in the financial
statements, to provide transparency about lease obligations.

How does GASB 87 impact lessors and their accounting
practices in 2022?
For lessors, GASB 87 requires recognizing a lease receivable and deferred inflow of resources,
reflecting the right to receive lease payments, and derecognizing the underlying asset to the extent
of the lease, changing lessor accounting significantly.

What challenges might governments face when implementing
GASB 87 in 2022 and how can they overcome them?
Challenges include identifying all leases, estimating lease terms and payments, and updating
systems. Governments can overcome these by conducting thorough lease inventories, consulting
experts, investing in software solutions, and providing staff training.



Additional Resources
Gasb 87 Implementation Guide 2022: Navigating the New Lease Accounting Standard

gasb 87 implementation guide 2022 marks a crucial resource for governmental entities aiming to
comply with the Governmental Accounting Standards Board’s updated lease accounting rules. The
introduction of GASB Statement No. 87 represents a significant shift in how leases are recognized,
measured, presented, and disclosed in governmental financial statements. As local and state
governments strive to align with these new standards, understanding the implementation nuances
becomes essential for accurate financial reporting and transparency.

This comprehensive guide delves into the practicalities of GASB 87 adoption, offering a critical
examination of the standard’s key features, implementation challenges, and strategic considerations
for 2022 and beyond.

Understanding GASB 87: The Shift in Lease Accounting

GASB 87 fundamentally changes the approach to lease accounting for governmental entities by
requiring the recognition of lease assets and liabilities on the balance sheet. Prior to GASB 87, many
leases were classified as operating leases and often disclosed only in footnotes, which led to
underreported liabilities. The new standard aims to increase transparency and comparability by
eliminating the distinction between operating and capital leases for lessees.

At its core, GASB 87 mandates that lease contracts be reported as right-of-use (ROU) assets along
with an associated lease liability measured at the present value of lease payments. This recognition
applies regardless of whether the lease conveys ownership rights or contains bargain purchase
options, a departure from the previous standards.

Scope and Applicability

GASB 87 applies to all governmental leases, including leases of real estate, personal property, and
other assets that were previously accounted for under different GASB standards. Short-term leases
with terms of 12 months or less are exempt from capitalization, simplifying compliance for smaller
agreements.

Notably, GASB 87’s implementation affects lessees and lessors differently. Lessees must recognize
ROU assets and liabilities, while lessors recognize lease receivables and deferred inflows of resources.
This dual approach ensures comprehensive accounting treatment across both sides of lease
transactions.

Key Components of the Gasb 87 Implementation Guide
2022

The 2022 implementation guide serves as a roadmap for governmental entities, dissecting the



standard’s complexities and providing actionable steps for compliance.

Identification and Classification of Leases

One of the first hurdles in GASB 87 implementation is correctly identifying lease contracts. The guide
emphasizes a thorough contract review process to determine whether an agreement conveys the
right to control the use of an identified asset. This evaluation requires assessing explicit or implicit
terms, renewal options, and termination clauses.

The guide also clarifies how to handle embedded leases—contracts that include lease components
alongside non-lease components. Proper allocation of payments between these components is critical
for accurate accounting.

Measurement of Lease Liabilities and Right-of-Use Assets

Calculating lease liabilities involves discounting lease payments using an appropriate discount rate,
usually the interest rate implicit in the lease or the lessee’s incremental borrowing rate when the
implicit rate is unavailable.

The implementation guide provides detailed methodologies for determining which payments to
include, such as fixed payments, variable payments dependent on an index or rate, and amounts
expected to be paid under residual value guarantees. It also explains initial direct costs inclusion in
the ROU asset measurement, which affects the asset’s amortization schedule.

Presentation and Disclosures

GASB 87 requires meticulous presentation of lease-related balances in financial statements. The
implementation guide outlines how to report ROU assets and lease liabilities on the statement of net
position, as well as how to recognize lease expenses in the statement of activities.

Comprehensive disclosures are mandated to increase transparency. These disclosures include
qualitative and quantitative information about leasing arrangements, significant assumptions and
judgments made in applying the standard, and details about lease terms and cancellation options.

Challenges and Strategic Considerations in
Implementation

Adopting GASB 87 is not without challenges. The 2022 implementation guide highlights several areas
where entities may encounter difficulties.



Data Collection and Systems Readiness

Many governmental entities must overhaul their lease data collection processes to capture detailed
lease terms and payment schedules. Legacy systems may lack the capability to track lease
components accurately, necessitating investments in new accounting software or system upgrades.

The guide recommends creating centralized lease inventories and employing lease management
software designed to handle the complexities of right-of-use asset and liability calculations.

Training and Change Management

Implementing GASB 87 requires cross-departmental collaboration involving finance personnel, legal
teams, and operational managers. The guide advocates for comprehensive training programs to
familiarize staff with the new standard’s requirements and its impact on financial reporting.

Effective change management strategies include developing clear policies and procedures for lease
evaluation, documentation, and ongoing monitoring to ensure sustained compliance.

Impact on Financial Ratios and Bond Covenants

Recognizing lease liabilities on the balance sheet may affect key financial metrics, potentially
influencing bond ratings or covenant compliance. The implementation guide advises entities to
proactively communicate with stakeholders, including bondholders and auditors, to explain the
changes and their implications.

Comparative Insights: GASB 87 Versus Previous
Standards and Other Frameworks

Before GASB 87, lease accounting within governmental entities was governed primarily by GASB
Statement No. 13, which distinguished between capital and operating leases, often leading to off-
balance-sheet financing. GASB 87 eliminates this distinction, aligning more closely with the Financial
Accounting Standards Board’s (FASB) ASC 842 for private sector entities, albeit with government-
specific modifications.

Unlike FASB’s approach, which retains some lease classification, GASB 87’s single-model approach
simplifies reporting but increases the volume of recognized assets and liabilities. This alignment
facilitates better comparability across government and private sector financial statements but
requires careful interpretation when analyzing cross-sector entities.

Benefits of GASB 87 Implementation



Enhanced Transparency: Full recognition of lease-related assets and liabilities provides a
clearer financial picture.

Improved Comparability: Standardized accounting practices facilitate benchmarking across
governmental entities.

Better Asset Management: Centralized lease data supports strategic decision-making
regarding asset utilization.

Potential Drawbacks

Increased Complexity: The need to assess numerous contracts and calculate present values
can strain resources.

System Upgrade Costs: Implementing new software or modifying existing systems may
require significant investment.

Financial Metric Volatility: The recognition of lease liabilities may impact debt ratios and
other key indicators, potentially complicating stakeholder communications.

Practical Steps Toward Successful GASB 87
Implementation in 2022

To navigate the intricacies of GASB 87 adoption, the implementation guide recommends a phased
approach:

Lease Inventory Compilation: Identify and catalog all lease agreements, including1.
embedded leases.

Lease Assessment: Analyze each contract to determine lease components and measure2.
liabilities and assets.

Policy Development: Establish accounting policies aligned with GASB 87 requirements.3.

System Enhancement: Upgrade or acquire lease accounting tools capable of handling the4.
new standards.

Staff Training: Conduct targeted training sessions for accounting, legal, and operational5.
teams.

Stakeholder Communication: Inform auditors, governing boards, and financial statement6.



users about the changes and impacts.

Ongoing Monitoring: Implement procedures for continuous lease data management and7.
compliance.

This structured methodology is designed to mitigate risks and streamline the transition process.

The release of GASB 87 and its implementation guidance in 2022 underscore the evolving landscape
of governmental accounting. As agencies embrace these changes, they not only enhance the integrity
of financial reporting but also position themselves for improved fiscal management and accountability
in the years ahead.
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