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Purpose of This Training

The purpose of this training is to 
roll out a university-wide process 
to identify and report potential 
SBITA’s as required by GASB 96.
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Presenter Notes
Presentation Notes
GASB 96 is a new accounting standard that the University is required to implement for FY2023 financial reporting.

It has become common for governments to enter into subscription-based contracts to use vendor-provided information technology (IT). SBITAs provide governments with access to vendors’ IT software and associated tangible capital assets for subscription payments without granting governments perpetual license or title to the IT software and associated tangible capital assets. 



Contents
Definition and scope of SBITA
Exclusions
Accounting - Recognition and measurement
Implementation roles 
Tools and processes to identify potential SBITA



Defining a SBITA
GASB 96 defines SBITA’s as a contract that conveys control of the right 
to use another party’s IT software, alone or in combination with 
tangible capital assets (the underlying IT asset), as specified in the 
agreement for a period of time in an exchange or exchange-like 
transaction. 

Presenter Notes
Presentation Notes
What is a subscription-based IT arrangement? Here is the GASB definition. Basically, we are renting IT software for a certain period of time.

Control over the use of the SBITA asset means that University has:
• The right to obtain the present service capacity from use of the underlying asset as specified in the contract.
• The right to determine the nature and manner of use of the underlying asset as specified in the contract.





When 
• Effective for fiscal year beginning 7/1/2022
• Measurement of subscription term s/b based on time 
remaining in agreement as of that date



Qualifications

Right to use 
vendor’s 
software

Identified 
payment 
amount

Both parties 
receive & 

give up 
something of 
equal value

Defined 
subscription 

period

Presenter Notes
Presentation Notes
If payment amount can’t be defined, for example, monthly payments depending on usage, the contract is excluded from SBITA.



Exclusions
• Contracts that do not meet the qualifications on previous slide. 
• Service only agreements.
• Software that your department will own or has a perpetual license 

agreement.
• Short-term agreements – agreements with a maximum possible term of 12 

months (or less), including any options to extend, regardless of their 
probability of being exercised. 

• Intra-university software rentals. 
• Contracts that qualify as leases under GASB 87 (see next slide).

Presenter Notes
Presentation Notes

Service only contracts are more of  a maintenance agreement, not an agreement granting the right to use a vendor’s software.

Software that your department will own or if there is a license/agreement that is perpetual. A purchasing arrangement or perpetual license is a type of software license that allows the customer to use a specific version of a given software program indefinitely with a payment of a single fee. An example would be Office 2010 vs Office 365.

Short-term agreements. Short-term agreements have a maximum possible term of 12 months (or less), including any options to extend, regardless of their probability of being exercised. Subscription payments for short-term agreements should be recognized as expenses. 

Intra-university agreements are excluded.

Contracts that qualify as public-private and public-public partnership under GASB 94 also excluded.







IT Software with a Tangible Capital Asset
Which component is more 
significant?

• If software component is more 
significant, the agreement falls 
under GASB 96.

• If tangible capital asset component 
is more significant, the agreement 
falls under GASB 87 – Leases

Photo by Paul Hanaoka on Unsplash

Presenter Notes
Presentation Notes
GASB 87 is almost the same as GASB96. 

You are not required to figure this out. If you have questions just send them to us.

https://unsplash.com/es/@plhnk?utm_source=unsplash&utm_medium=referral&utm_content=creditCopyText
https://unsplash.com/s/photos/server?utm_source=unsplash&utm_medium=referral&utm_content=creditCopyText


SBITA Accounting
Prior Reporting: Payments for IT software rental/subscription are 
recorded as operating expenses.
GASB 96 Reporting: Record a right-to-use asset and a subscription 
liability at the inception of the agreement (when your department 
obtains control of the right to use the IT asset).

What does this mean to campus departments?

Presenter Notes
Presentation Notes
We have the right to use software when we sign the contract and we also have a corresponding liability, where we have an obligation to make payments for use of the software.

Departments will record expenses as usual. Controller’s office will do a reclassification at the high level.  However, there are certain situations that would impact the accounting and we will need the department’s help to identify. These include; subscription term; expenses other than subscription payments; vendor incentives; and any future changes/impairments


61500 




Subscription Term

Includes periods:
• covered by an option to extend the 

contract if it is reasonably certain that 
the department will exercise that 
option

• covered by an option to terminate the 
contract if it is reasonably certain that 
the department will not exercise that 
option

Excludes periods:
• for which both parties have to agree to 

extend the contract

• for which both parties have an option 
to terminate without permission from 
the other party

The period during which the department has the right to use the software.



Expenses Other than Subscription Payments

• Conceptual formulation and 
evaluation of alternative

• Determination of existence of 
needed technology

• Final selection of alternatives

Costs are expensed as 
incurred

Preliminary Project Stage

• Ancillary charges related to 
implementation, such as 
configuration, coding, testing, 
installation etc.

Costs are capitalized

Initial Implementation 
Stage • Additional implementation costs 

that occur after functionality of 
the software has been established

• Maintenance, troubleshooting, 
and other activities associated 
with the operation of the 
subscription asset

Costs are generally expensed 
(Costs are capitalized if specific 
criteria is met)

Operation & Additional 
Implementation Stage

SBITA Implementation Stage



Vendor Incentives
The following are examples of vendor incentives:

• Free subscription periods
• Reduction of principle or interest charges
• Reimbursement of end user costs

Presenter Notes
Presentation Notes
Incentives provided by the vendor reduce the amount that a government is required to pay for a SBITA and should be taken into consideration when measuring SBITA asset and liability.



Implementation Roles
Campus Departments & Offices -

• Use the provided decision tree to identify potential SBITAs.   
• Enter the potential SBITAs in the Excel reporting form . Once completed, 

email the form, a copy of identified potential SBITA agreements, and all 
applicable amendments wei.hsiung@admin.utah.edu by 4/15/2023.

• Record all SBITA expenses the same as in prior years. No change in 
departmental accounting.

Controller’s Office -
• Evaluate potential SBITAs identified by departments. 
• We will reclassify any expenses if necessary.



Controller’s Office
Name Title E-mail Address Phone
Steven Phillips Controller steven.phillips@admin.utah.edu (801) 581-5077
Wei Hsiung Associate Controller wei.hsiung@admin.utah.edu (801) 581-8826

mailto:steven.phillips@admin.utah.edu
mailto:wei.hsiung@admin.utah.edu
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