
GASB STATEMENT NO. 96
Subscription-Based Information Technology 
Arrangements (SBITAs)

Overview of Statement No. 96

What is a Subscription-Based Information Technology Arrangement (SBITA)?

A SBITA is defined as a contract that conveys control of the right to use another 

party’s (a SBITA vendor’s) information technology (IT) software, alone or in 

combination with tangible capital assets, as specified in the contract for a period 

of time in an exchange or exchange-like transaction. 

What are some examples of a SBITA?

Some common examples that may meet the definition of a SBITA are software 

including Microsoft 365, QuickBooks online, and Enterprise Resource Planning 

(ERP) software. 

When is GASB 96 effective?

GASB 96 is applicable for fiscal years beginning after June 15, 2022, and all 

reporting periods thereafter. This standard should be applied retroactively to all 

the earliest period presented.  

Why the change? 

GASB 96 was created to provide guidance on the accounting and financial 

reporting for SBITAs for governments. This standard defines a SBITA and 

establishes that a SBITA results in a right-to-use subscription asset (intangible 

asset) and a corresponding subscription liability. GASB 96 also provides the 

capitalization criteria for outlays other than subscription payments, including 

the implementation costs of a SBITA and requires additional note disclosures 

regarding a SBITA. 

What types of implementation costs are capitalized? 

When putting a SBITA in place, there are three main stages of implementation 

to get the subscription asset ready for service – preliminary project stage, initial 

implementation stage, and operational and additional implementation stage. 

Generally, the outlays in the initial implementation stage should be capitalized. 

These outlays consist of configuration, coding, data conversion, testing,  

and installation. 

Outlays in the preliminary project phase (for example, formulation and evaluation 

of alternatives) and the operation and additional implementation stage 

(maintenance, troubleshooting, training) should be expensed as incurred. 
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Which contracts are excluded from the scope of GASB 96?

Certain contracts are excluded from the scope of GASB 96; for example,

• Contracts that solely provide IT support services

• Contracts that convey control of the right to use another party’s combination of IT software and tangible 

capital assets that meets the definition of a lease in GASB 87, Leases, which the software component is 

insignificant when compared to the cost of the underlying tangible capital asset

• Governments that provide the right to use their IT software and associated tangible capital assets to 

other entities through SBITAs 

• Contracts that meet the definition of a public-private and public-public partnership arrangement 

(P3) in GASB Statement 94, Public-Private and Public-Public Partnerships and Availability Payment 

Arrangements; and 

• Licensing arrangements that provide a perpetual license to governments to use a vendor’s computer 

software which are subject to GASB 51, Accounting and Financial Reporting for Intangible Assets

What are some similarities between GASB 96, SBITAs and GASB 87, Leases?

The definition of a lease and a SBITA are almost identical in comparison of the two standards. The financial 

reporting under both standards is similar: both standards create an intangible right-to-use asset and a 

corresponding liability and the requirements for note disclosures for SBITAs are similar to lease disclosures. 

What are some differences between GASB 96, SBITAs and GASB 87, Leases?

The main difference is that a lease is a contract to use another entity’s nonfinancial asset (for example, 

buildings, land, vehicles, equipment) while a SBITA is a contract to use another party’s IT asset (software). 

Additionally, certain implementation costs to get the SBITA in place (for example, data conversion, coding, 

testing and installation) are capitalized. 

How are short-term SBITAs defined and treated in the Statement?

A short-term SBITA is defined as a contract with a maximum possible term of 12 months or less. If considered 

short-term, the subscription payments are expensed as incurred and there is no recognition of subscription 

asset or liability required.

What is the financial statement impact?

The notes to the financial statements will be expanded to include a description of the SBITAs, the amount 

of subscription assets, related accumulated amortization, principal and interest to maturity, and additional 

required disclosures. Additionally, there may be a restatement of net position in the first year of implementation 

because GASB 96 should be applied retroactively to the beginning balance of the earliest period presented.  
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Is there a right-to-use another party’s IT asset in a contract?
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What type of contract? 

Does the identified contract convey the right to use 

another party’s IT software (for example, Microsoft 

365), alone or in combination with a tangible capital 

asset (for example, laptop)?

Is the contract considered one of 

the following:

• Solely IT services

• Combination of IT Software 

and capital asset where 

IT software component is 

insignificant compared to cost 

of capital asset

• Governments that provide the 

right to use their IT software 

and related capital assets to 

others through SBITAS

• Contracts that meet the 

definition of a P3 (GASB 94)

• Perpetual licensing 

arrangements (GASB 51)

Does the customer have the right to obtain 

substantially all of the economic benefits from  

the use of the IT asset throughout the period  

of use as specified in the contract?

Does the customer have the right to determine the 

nature and manner of use of the underlying IT asset  

as specified in the contract?

Is the contract an exchange or exchange-like 

transaction?

This contract is a SBITA as defined by GASB 96.
This contract IS NOT a SBITA as 

defined by GASB 96.
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What steps should I take now?

Take inventory of SBITAs — It is important to begin to work with the IT department, other component units 

and other departments to identify a complete listing of SBITAs. This process will be similar to the process 

that was undertaken during GASB 87.  

Start determining the impact to financial statements — Even if there are only a small number of SBITAs, the 

disclosures to the government’s financial statements may be impacted. It is important to begin to educate 

those charged with governance on the overall changes that may be forthcoming as they relate to the new 

GASB standard. 

Don’t wait to implement — Avoiding surprises is important with all new accounting pronouncements. Given the 

potential number of internal departments that this may impact and the time and effort necessary to compile, 

value and report the SBITAs defined in this standard, it is important to begin the process of evaluation of the 

impact early on in the annual reporting cycle. 

Engage Bonadio to assist with implementation — Bonadio utilizes software which will assist in determining 

the overall impact and journal entries associated with the various SBITAs. As part of this software, the SBITA 

calculations will be generated from various inputs that will be determined through collaboration. The use of 

the software will help in determining the appropriate inputs, as well as assisting on the overall calculation 

and impact of the new GASB 96 standard. 

Albany | Buffalo | Dallas | East Aurora | New York CIty | Rochester | Rutland | Syracuse | Utica

CONNECT WITH US: 877.917.3077 | bonadio.com | 


