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Disclaimer

The opinions expressed during this presentation are my own. They
do not necessarily represent the views of the Tennessee Comptroller of
the Treasury, his representatives, or the Tennessee Department of

Auoit,
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Summary of Implementations — Statements (1 of 4)

New Statement Implement for Fiscal Year Ending

Effective for Reporting Periods
(*Fiscal Years) Beginning

After... and All Reporting September 30 /
Statement #, Topic Periods Thereafter March 31 October 31 December 31
91, Conduit Debt Dec. 15, 2021 2023 2023
94, PPPs and APAs June 15, 2022* 2024 2023
96, SBITAs June 15, 2022* 2024 2023




Summary of Implementations — Statements (2 of 4)

Statement #, Topic

99, Omnibus 2022

100, Accounting
Changes & Error
Corrections

101, Compensated
Absences

New Statement

Effective for Reporting Periods
(*Fiscal Years) Beginning
After... and All Reporting
Periods Thereafter

Various*

June 15, 2023*

December 15,
2023*

March 31

2024

2025

2025

Implement for Fiscal Year Ending

September 30 /
October 31

2023

2024

2025

December 31




Summary of Implementations — Guides (3 of 4)

New Implementation Guide Implement for Fiscal Year Ending

Effective for Reporting Periods
(*Fiscal Years) Beginning After...

and All Reporting Periods September 30 /
Guide #, Topic Thereafter March 31 June 30 October 31 December 31
2020-1,
Q’s 4.1-4.5, 4.18, 5.3 (Reporting entity,
Update external investment pools, AROs)
June 15, 2021 2023 2022
(Also Q’s 4.6-4.17 (Leases)
indefinitely FY’s beginning after Dec. 15, 2021 and
deferred CU all reporting periods thereafter 2023 2023
determination  Q’s 4.19-4.21 (Conduit debt)
criteria from Dec. 15, 2021 2023 2023
priorIG—-see  (55.1,5.2,5.4,5.5 (PEB)
GASB 97) FY’s beginning after June 15, 2021 2023 2022




Summary of Implementations — Guides (4 of 4)

New Implementation Guide Implement for Fiscal Year Ending

Periods beginning after (except as
noted) ... and All Reporting Periods September 30 /

Guide #, Topic Thereafter March 31 June 30 October 31 December 31

2021-1, Qs4.1-4.3,4.23,5.2-5.4 (Fine
Update Fevenue, major funds, sales and
P pledges of receivables and future

revenue)

June 15, 2022

2024 2023

Q’s 4.4-4.21 (Leases)
FY’s beginning after June 15, 2022 and

all reporting periods thereafter 2024 2023

Q’s 4.22 (Nonexchange transactions)
FY’s June 15, 2021 2023 2022
Q’s 5.1 (capitalization of groups of

assets), June 15, 2023 2025 2024




New GASB Statement Impact

Potential Level of Effort for Preparer and Auditor®

Statement and FY Effective

Potential Level of Effort™*

FY 2020 Y 2021

FY 2022 FY 20232 Y 2024 FY 2025

Y 2026

GASEB 87 — Leases 2022
GASB B89 — Construction-period Interest 2022
GASE 91 — Conduit Debt 2023
GASBE 92 — Omnibus [multiple effective dates) WVarious
GASBE 23 — LIBOR Remowval and Lease Modifications 20022
GASB 94 — Public-Private Partnerships 2023
GASB 96 — 5BITA 2023
GASB 97 — Certain Component Unit Criteria/Section 457 plans 2022
GASBE 98 — The Annual Comprehensive Financial Report 2022
GASBE 99 — Omnibus [multiple effective dates) WVarious
GASBE 100 — Accounting Changes and Error Corrections 2024
GASBE 101 — Compensated Absences 2025

e
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*Based on June 30 fiscal years
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retirement frustratin
vague ol exhilaratinggﬁaeslghard

exasperating WoOrk'p - _ -
Gverload “meh <= boring terrible yug)kcgg‘%'ucs%%us

Q . fo p—
torture Sblehdifficult * P2 overihelmingg sucked

@ nopegcomplicated Y unnecessarygsunclear
—:;g ra|s§c>) ml,!Ch_‘nghjcrazypainfu[ gé’omgg TS
S  interestingOfy[| = cuh 0T 2 0

S stupid um=scomplexiions 8c8Ts
88 Stupld-— — R, p ,WOW-E LET Vo
SEmiserables YUK *=achallenging 52§ = ¢
CsMmperab Cgnauseating (irrelevant pitd hesdiZhe S £

= tedIOUS O|neff|C|ent mulh_layerecpea = >

awfuluseless (O i sigh

Auditor’s Response




GASB 96

Subscription-Based
Information Technology
Arrangements




Subscription-Based Information Technology
Arrangements — Defined

As stated in Statement No. 96, para. 6:

A aatracs tahedrmysegsndontra dhethglightstormsbenthbrsharty s
SBYBA vénebonkyrk)] Ldfisoftyedme; alone ol intoomibidatidr
awptiultanigitlslee capdtbliasisie tsselsy, wndepbyifigd In abwetnjptzsct for
sppeiftod uf oot rawt charhangeniodingph éanransedowhange or

exchange-like transaction.
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Subscription-Based Information Technology

Right to use 1s

In writing or verbal
distinct from the

but must be legally
AS ﬂt NO. 96, pafa. 6: aSset ltself

enforceable.

A contract that conveys control of the tight to use another party’s
(a SBITA vendors) IT software, alone or in combination
with tangible capital assets (the mde@/z'ﬂg IT assets), as
specified in the contract for a peﬂod of time in an exchange or
exchange-like tr;

IT Software

No perpetual t .
perpetual type No contracts with eV 4
contracts. . SSEE

May be nominal rents (e.g hOLLER

TENNESSEE COMPTROLLER OF . $1/year) REASURY
noncontinuous.




SBITA - Control

Does the government have both of the following of the underlying
I'T asset as specified in the contract:

* Right to obtain the present service capacity?

* Right to determine the nature and manner of use?

Not a SBITA!

T : .
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SBITA Exclusions

* Governments acting as SBITA
vendors

* Certain public-private anc

public-public partnerships

GASB 94

* Perpetual software licenses

Tinesser
COMPTROLLER
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Relationship Between Leases and SBITAs

e All SBITAs meet definition of lease

e Accounting depends on what the underlying asset is:
— Tangible capital assets alone — GASB Statement No. 87
— IT software alone — GASB Statement No. 96
— |IT software in combination with tangible capital assets:

e Software component is insignificant compared to cost of underlying
tangible capital asset — GASB Statement No. 87

* Otherwise — GASB Statement No. 96

TN NESSEE
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SBITA Term

Periods after
an optional
termination

date if lessee

is reasonably

Optional
renewal

periods if
Noncancelable [

lease period
%@alslz certain not to
ceriain to exercise that
option

exercise

The lease term excludes periods in which both the
lessee and lessor have options to terminate
regardless of probability.

Fiscal funding/cancelation clauses ignored unless ‘,ﬂ‘
TENNESSEE

reasonably certain of being exercised COMPTROL LER
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Probable:
Likely to Occur

—




Measurement of Subscription Liability

Fixed payments )

+ Variable payments fixed in substance

+ Variable payments that depend on an index or rate Like

+ Termination penalties leases

- SBITA Incentives

+ Any other payments _
= Subscription liability

COMPTROLLER
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Measurement of Subscription Asset

N

Liability for PV of future payments

+ Payments made at, or prior to, beginning of the _
subscription term
leases

- Any SBITA vendor incentives paid at, or prior to,

beginning of the subscription term W
+ Certain capitalizable implementation costs
= Subscription asset Cle

COMPTROLLER
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Capitalizable Costs

Operation and Additional
Implementation Stage

¢ Train users

e Convert data (other than that
needed to make underlying
assets operational)

e Maintain software (and
hardware)

e Expense as incurred

TGFOA




Perform Calculations

When payments start

Amount of the payment

Number of payments

Interest rate

7))

7
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Discount
Rate

* Explicit Rate (as stated in the
subscription agreement)

* Incremental Borrowing Rate

e Excel Function: =Rate




Initial SBITA Accounting

Intangible right-to-use

subscription asset =
Government Subscription liability plus
(“Tenant”) prepayments and any ancillary
costs to place asset into use

Subscription liability = PV of N/A

expected subscription payments
over subscription term

%*

TENTIESSEE
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Subsequent SBITA Accounting
I N I A

Reduce subscription liability by

Amortize subscription asset principal portion of subscription
Government over shorter of useful life of ~ Payments made N/A
ove e s
(“Tenant”) asset or subscription term

Recognize (accrue) interest

payable

%*
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SBITA Examples

soem ORACLE | NETSUITE

ﬂi Outlook M {/\ AUTODESK.
¥
TENNESSEE

m ayolve 41 ob Docu>age. _
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GASB 94

Public-private partnerships and public-public partnerships
(P3s) & Availability Payment Arrangements (APA)




P3s: Defined

Public-private partnerships and public-public partnerships (P3s) are arrangements “in which a
government (the transferor) contracts with an operator [governmental or nongovernmental] to provide
public services by conveying control of the right to operate a nonfinancial assets, such as infrastructure
or other capital asset (the underlying PPP asset), for a period of time in an exchange or exchange-like
transaction.”

Service concession arrangement (SCA) is one type of P3 if it meets certain criteria.

TEnEssie
COMPTROLLER
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Service Concession Arrangement (SCA)

Transferor conveys right
and obligation to provide
public services through
PPP asset in exchange for
‘ significant consideration

SCA




Type of PPP Determines the Accounting

Source of the underlying PPP asset:

“New aset
/ \

Of the transferor, with Acquired or Acquired or
or without operator- constructed by constructed by
made improvements operatorin a operator

Service concession Not a service
arrangement concession

arrangement

Type ll Type lll

Source: GFOA



Relationship Between Leases and P3s

Follow GASB
Meets SCA definition S Statement No. 94 SCA
guidance

Meets both lease and Underlying PPP Follow GASB
PPP definitions assets not existing == Statement No. 94 PPP
assets of transferor guidance

Does not meet

SCA definition ' Improvements Follow GASB

required to be made S Statement No. 94 PPP
by operator guidance

Underlying PPP
assets existing assets

of transferor
Improvements not Follow GASB

required to be made g  Statement No. 87
by operator guidance

TENNESSEE COMPTROLLER OF THE TREASURY




Relationship Between Leases and P3s

‘ Leases SCAs PPPs

Follow lease accounting if (GASB 87) (GASB 94) ((c7:%=1=8: 0N 44— Follow GASB 94
the arrangement meets the forall 5CAs
definition of a lease and: and non-lease,

» The transferor’s existing non-SCA, PPPs
asset is the only underlying
PPP asset;

» The operator is not required T
to make improvements: and Follow GASB 87,

» The PPA is hot an SCA. Leases

Source: Government Finance Review, August 2020



Transferor Reporting

If underlying P3 asset is a new asset

For all P3s, recognize: or an existing asset that has been
improved...

e Receivable for installment e ...and the P3is an SCA: also
payments to be received, if any recognize the capital asset at

e Deferred inflow of resources for acquisition value when placed into
the assets recognized, including operation
payments received from the e ..and the P3is not an SCA: also
operator at or before start of the recognize a receivable for the
P3 term capital asset, measured at

operator’s estimated carrying value
as of the future date of the transfer
in ownership
f‘f}* -55"":‘!:!
TENNESSEE
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Operator Reporting

If underlying P3 asset is

(a) existing asset or If underlying P3 asset is a

For all P3s, recognize: improvement or (b) new new asset and the P3 is
asset and the P3 is an not an SCA...

SCA...
e Liability for installment e ..also recognize an e Also recognize the
payments to be made, if intangible right-to-use underlying P3 asset
any asset until ownership is
transferred

e And a liability for the
underlying P3 asset,
measured at the
estimated carrying /’s‘?
value as of the future foly’
date of the transfer b

'TROLLER
TENI‘ . OF IE TREASURY




Availability Payment Arrangements (APA):
Defined

Availability payment arrangements (APA) is an “arrangement in which a
government compensates an operator for activities that may include
designing, constructing, financing, maintaining, or operating an underlying
nonfinancial asset for a period of time in an exchange or exchange-like
transaction.”

Key Points:

* Government contracts with another entity to operate or maintain the government’s nonfinancial
. Entlty receives payments from the government based on the asset’s availability for use 7
ll labili be based he ph 1 condi f th he ach il
sset’s availability may be based on the physical condition of the asset or the ac 1evemenT@§NESSEE
erformance measures COMPTROLLER
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Availability Payment Arrangements (APA):
Reporting
* It APA contains multiple components, recognized separately

* APA components that design, construct, or finance a nonfinancial asset
are treated as financed purchases

* APA components that are service-oriented (e.g. operations) are
recognized as outflows of resources (e.g. expenses) in the related
reporting period

TN NESSEE
COMPTROLLER
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Public-private partnerships work their way into
state government

Democrats likely to balk at allowing private firms to control roadways

BY: SAM STOCKARD - DECEMBER 22,2022 8:024M O @ o G @ @

test number of road te's four quadrants, yet will get the least amount of funding ina pr d transportation planPhoto

Not long after the Tennessee Department of Transportation proposed public-private partnerships to build
express lanes and cut congestion on highways, the University of Tennessee-Knoxville sought permission
for a joint venture to build dorms and an indoor athletic facility.

The Srare Building Commission authorized the university’s plan to take bids for a public-privare
partership for three multi-use student housing facilities on campus and construction of the infield
practice facility.

The General Assembly will have to pass legislation enabling the Department of Transportation to enter a
public-private partnership in which a company would invest the money in a road project, then recoup it
through fees.

Under the UT-Knoxville proposal, which didn't require legislative action, the university will “engage” a
developer to design, construct, finance and mainrain the buildings, which will meer growth needs and
allow renovartion or replacement of older dorms. The university is requesting proposals from developers

on each project.

“The added faciliries will help us meer our campus housing needs and position UT-K for anticipared

enrollment growth while supporting the Volunteer student experience. This process has been urilized in I E N N E S S E E
various other states,” the university said in a statement. CO r | PT ROLLER

It is unclear what impact these public-private parmerships would have on the universiry’s finances, though

I ENNESSEE COMP I ROLLER UT-K would remain in charge of dorm assignments and programming. OF THE TREASURY

express routes, but Sen. Todd Gardenhire, R-Chatranooga, contends they are “roll roads”

in essence because motorists would have to pay to drive on them.




P3 Example — Provide Services

3. The Lessee covenants and agrees to pay to the Lessor
during the first three years of this Lease, rental in monthly
installments calculated at a rate of 3.45 per occupled bed, per
day, with the first payment due and payable on the lst day of
July, 1996, and on the tenth (10th) day of each month thereafter;

4. After the first three years of this lease, the monthly

rental shall be negotiated between the Lessor and the Lessee on

occupied bed, per day; r Cpgl;ﬁ)ﬁﬁ%sffm

TENNESSEE (COMPTROLLER OF THE 1 REASURY OF THE TREASURY

an annual basis, but in no event shall be less than 3.45 per




P3 Example — Provide Services

VVHEREAS, the OWVYVMNER is authorized to operate a sixty—-two (62) bed, skilled and
imntermediate care facility in -County, anmnd owwns the lanmnd, building amnd equiprment

Nnecessary for the operation of said facility currently known as _Health

Center'", armd

VVHEREAS, the NManmnager represents that it has personnel skilled inm the management of

a health care facility simiilar inmn size, scope and type to the_Health Center,

and it is able to provide the services as contemplated by this Agreerment; and

VWVWwWHEREAS, the parties wish to enter into a wilanmnagsement Agreerment for the Manager
to manage the _Heaith Center on the terms anmnd conditions herein set
Fforth

NOWY, THEREFORE, IN COMNSIDERATION OF THE PREMISES, anmnd the
considerations hereafter mentioned, the parties do hereby agree as followvws:

(1) The OWMNER hereby contracts with the PMANAGER to perform the functions and to
provide thhe servwvices described in this Agreaerment, and the

MNMIANAGER herebyw accepts such obligations on the terms anmnd conditions herein set

forth.

(2) It shall be the duty of the NVWMIANAGER to operate a high-guality facility known as

Health Center'" and to prowvide a consistent level of high-quality service

to the residents of said facility and to operate thhe same on a sound fimnancial basis and to Maintain

SSEE
vumr 1 KOLLER
TENNESSEE COMPTROLLER OF THE TREASURY OF THE TREASURY

a high-quality public image for the facility.




P3 Example — Consideration

2. CONSIDERATION

a. The rent due to Il County, Tennessee in consideration of this
lease shall be eight percent (8%) of gross receipts. The total gross
receipts for each rental payment period will be multiplied by the
percentage rate and the resulting total due and payable within twenty-one
(21) days to M County, Tennessee at the office of County Trustee

whose address is Post Office Box RN - ) /)
ENNESSEE

| COMPTROLLER
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Terminology Comparison

SBITAS ______PPPs

Lessor Vendor (non-governmental) Transferor

Lessee Government Operator

Lease asset Subscription assets Right-to-use asset

Underlying assets Underlying hardware and software Underlying PPP asset

Lease liability Subscription liability PPP liability (and, in some cases, liability to
transfer underlying PPP asset)

Lease receivable N/A PPP receivable (and, in some cases, receivable for
underlying PPP asset)

Deferred inflows of N/A Deferred inflow of resources from PPP

resources (and, in some cases, deferred inflow of resources for

receipt of underlying PPP asset)

Source: GFOA




Omnibus 2022




Omnibus 2022

* Leases (Statement 87)
* 7 paragraphs

* P3s (Statement 94)
* 5 paragraphs

* SBITAs (Statement 96)
* 3 paragraphs

To see Statement 99, Omnibus 2022

TEntEssEE
COMPTROLLER
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https://www.gasb.org/page/ShowDocument?path=GASBS%252099.pdf&acceptedDisclaimer=true&title=GASB+STATEMENT+NO.+99%2C+OMNIBUS+2022&Submit=

GASB 91

Conduit Debt Obligations




Conduit Debt - Defined

* Theissuer and the third-party obligor
are not within the same financial
reporting entity.

* The debt obligation is not a parity
bond of the issuer, nor is it cross-
collateralized with other debt of the
issuer.

e The third-party obligor or its agent, not
the issuer, ultimately receives the
proceeds from the debt issuance.

e The third-party obligor, not the issuer,
is primarily obligated for the payment
of all amounts associated with the debt
obligation.




Conduit Debt — Types of Commitments

* Issuers’ commitments are limited to the resources provided by the third-party obligor

e QOccasionally, an issuer may extend an additional commitment to support debt service in the
event of the third-party obligor’s default

* Extending a moral obligation pledge
* Extending an appropriation pledge
* Extending a financial guarantee
* Pledging its own property, revenue, or other assets as security
* Issuer may also extend a voluntary commitment, in which the issuer voluntarily decides to make a

debt service payment or request an appropriation for a payment in the event that the third is, or
will be, unable to pay

. !

TENNESSEE
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Conduit Debt — Recognition

« Issuer should pot recognize a liability for a conduit debt obligation

III

« Possible to have a related liability as a result of an “additiona
commitment

or “voluntary”

« Additional commitment — report a liability when gualitative 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 a liability if it is more likely than not that the issuer will support

debt service payments /’7
X

2
TENNESSEE
COMPTROLLER

OF THE TREASURY
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Conduit Debt Example

WHEREAS, -Special School D:stnct (“‘Dis_uict") is a special school district located
pamally in ounty, Tenrmsée and partially ounty, Tennessee; and

WHEREAS, the City of- (“City™) is an incqrporated municipality of the State of
Tennessee, lying partlallywnl'm'- County, and partially wnhm-mmty Tennessee; and

WHEREAS, the citizens and taxpayers of the City and the District have indicated their desire
to build a school within the District serving preschool through third grade (the “School Facility™, so
that the youngest school children residing within the District can attend a school within the-
community ratber than being split between schools infJJJJJJ County andCounty and being
required to travel to schools outside the community; and

| WHEREAS, it is the desire of the District and the City to. provide adequate facilities and

equipment to meet the standards of state .and federal law and to mmgeforprovi.sionofan
educational program within the District for children in preschool through third grade with minimum

transportation of such children; and o

' f‘f}* &

. . TENNESSEE
providing such school facilities and programs; _ ‘ COMP TROLLER

TENNES SEE COMPT ROLLER OF 1HE 1 REASURY OF THE TREASURY

WHEREAS, the parties agree that this cooperative agreement i the best method for




Conduit Debt Example

2, (A) - The City shall issue general obligation bonds (the “Bonds™) in the principal
amount of $1,680,000.00, bearing interest at fixed rates of interest not to exceed six and one-half
percent (6.50%) per annum, payable semi-annually on June 1 and December 1 in each year so long

:
as any of the Bonds shall remain outstanding, commenciné December 1, 2001. The Bonds shall
mature serially oﬁ June 1 of each year beginning June 1, 2004 through and including June 1, 2027,
The datesand terms of payment of the Bonds may be altered by the City prior to the issuance of the
Bonds so long as such alteration does not materially change the financial obligations of the District
hereunder. The proceeds of the sale of the Bonds shall be used to pay the costs of constructing,
furnishing, fixturing, and equipping of the School Facility, including, as necessary, payment of all
legal, fiscal, administrative, architectural, engineering, accounting and similar i::cid;ntél costs thereto,
and all costs of either the District or the City in negotiating and preparing this Agreement or any
agreement incident hereto or related hereto and accomplishing the conveyances and performing the
obligations deseribed herein. The District covenants and agrees to pay to the City not later than

fifteen (15) days prior to a principal or interest payment date of the Bonds, or any Refunding Bonds

hereinafter described, an amount equal to the payment then coming due on the Bonds or Refunding

Bonds. Each such payment shall be made by the District to the City in such manner and by such

‘** { y

means of payment as shall be acceptable to the City. Cpg‘ill\}){\]r ESOSIFEER
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Conduit Debt Example

4, Te Cityshal leasethe School Faclty tothe Distitfr  tem of seventy
e (79) years from the dateof sbstanial completion of constuction, The purpose of the lease
shal b for the operation ofa school or preschiool through: third grade students residing wihin
e Disit regndless ofwhethersch stdensresideon N Counry o Couny
. Side ofthe Disrit, The pertis agree that the Distit may sublene te foelty or purposes of
providing for the operationof such shool. The partie agree thatthe Ciy shalretin e to the

cilty and shall provide property and iabity nsurance atal times uring lhe teem of this

Agenen, TENNESSE
COMPTROLLER
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Teryn McNeal, CPA

Manager - Standards,
Research & Compliance

Division of Local
Government Audit

Teryn.McNeal@cot.in.gov
615.747.8849
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