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Types of Leases



Why has there been a change?

GASB 87, Leases, changes how we account for right-to-use 
lease agreements (effective FY 2022).
• Eliminates the current operating and capital lease 

classifications
• All leases will be treated as financing transactions
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Types of Leases

5



Identifying Right-to-Use Leases

A contract that conveys control of the right to use1 another 
entity’s capital asset as specified in the contract for a period 

of time in an exchange or exchange-like transaction
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1A contract conveys control of the right to use the asset if the lessee has 
both of the following:
• The right to obtain the present service capacity from use of the asset 
• The right to determine the nature and manner of use of the asset

Look for right-to-use leases embedded in other contracts and 
arrangements that aren’t called “leases”



What’s NOT a Right-to-Use Lease

Exclusions: 
• Leases between state agencies
• Intangible assets such as software (until FY 2023)
• Assets financed with outstanding conduit debt
• Inventory
• Service concession arrangements (GASB 60)
• Biological assets such as timber, living plants, and animals
• Supply contracts such as power purchase agreements
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Interactive Decision Trees are on Leases Resource website

• Lessee Decision Tree: 
https://ofm.wa.gov/sites/default/files/public/articulate/accounting/GA
SB_87DecisionTreeforLessees/story.html

• Lessor Decision Tree: 
https://ofm.wa.gov/sites/default/files/public/articulate/accounting/GA
SB_87DecisionTreeforLessors/story.html  
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Lease Term



Lease Term

Noncancelable
lease period

Optional renewal 
periods if lessee is 

reasonably 
certain to exercise

Optional periods
to extend 

controlled by the 
lessor

Periods after an 
optional 

termination date 
if lessee is 
reasonably

certain not to 
terminate
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Ignore fiscal funding/cancelation clauses unless reasonably certain it will be exercised

Exclude periods where both the lessee and lessor have an option to terminate without 
permission from the other party. However, include periods where either have the option.



Short-term Leases

Definition: Leases with a maximum possible lease term of 12 
months or less, including:
• Rolling month-to-month leases and leases that continue 

into a holdover period until a new lease contract is signed
• Most leases where both the lessee and lessor have the 

option to terminate without permission from the other 
party (such as with 30 or 60 days notice)
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Record lease payments as a current period 
expenditure/expense if your agency is the lessee or 

revenue if your agency is the lessor



Examples of Lease Term

1. A 12-month noncancelable lease in which the lessee has 
options to renew for 12 months at a time, up to 49 times.
 Not a short-term lease since the maximum possible  

lease term is greater than 12 months.

2. A three-year lease contract that gives both the lessee and 
the lessor the right to cancel at any time with 60 days’ 
advance notice. 
 The maximum possible term is 60 days, and the lease is 

a short-term lease. 
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Lease Payments



What payments are included in the Lease Liability?
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Fixed 
payments

= Fixed 
payments + 
in-substance 

fixed 
payments –

lease 
incentives

Include 
unless 

reasonably 
certain not 

to be 
exercised

Include only 
if reasonably 

certain to 
exercise

Only if they 
depend on 

an index or a 
rate (CPI)

Any other 
payments 
that are 

reasonably 
certain of 
being paid

Amounts 
reasonably 
certain of 
being paid

Termination 
Penalties

Purchase 
Options

Variable 
payments

Residual 
Value 

Guarantees

Other 
payments

Variable payments that are performance or usage-based are 
excluded from the lease liability calculation



What payments are excluded from the Lease Liability?
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Such as payments for 
services

Non-Lease 
Components*

Expense using 
appropriate subobject

and sub-subobject

That depend on the 
usage or performance 

of the asset

Variable payments

Expense using SO/SSO 
for variable lease 

payments: ED/D202 or 
EH/H202

Any other payments 
that were not included 

in the lease liability

Other payments

Expense using SO/SSO 
for other lease 

payments: ED/D203 or 
EH/H203

*If a contract does not include prices for non-lease components, an estimate 
should be used to allocate the contract price to those components



Capitalization Policy and Lease 
Contract Considerations



Capitalization Policy

All right-to-use leases with total payments over the lease 
term of $500,000 or greater must be capitalized
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Lease 
Payments 

Total Lease 
Term $500,000

Leases that do not meet the capitalization threshold should be recognized as 
current period expenditure/expense by the lessee and/or revenue by the lessor.

Total Payments



Other Contract Considerations

• The capitalization threshold should be applied to 
each lease contract

• Consider these when deciding what is the 
“contract”:

• Contract combinations: Contracts entered into at or 
near the same time for the same purpose with the 
same counterparty should be considered part of the 
same lease contract

• Multiple components in a contract should be split out 
and accounted for as separate contracts if practicable 
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Contract Combinations

• Combine contracts entered into at or near the same time 
with the same counterparty should be considered part of 
the same lease contract

• Example: Fleet of vehicles leased for the same purpose

• Lease contracts entered into under a master vendor 
agreement are separate contracts
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Multiple Components on a Lease Contract

Multiple components should be split out and accounted for 
as separate contracts if practicable 
• Contract with a lease component (right to use a building) 

and a non-lease component (maintenance services)
 Lease component is subject to requirements of right-to-

use leases
 Non lease component should be expensed as incurred

• Contract with multiple underlying assets with different 
lease terms or that are in different major classes of assets
 Each asset class should be treated as a separate lease 

contract
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Multiple Components on a Lease Contract

Multiple components should be split out and accounted for 
as separate contracts if practicable

1. Use prices for the individual components 
in the contract

2. Allocate the payments to the individual components 
using reasonable estimates

3. Treat as a single right-to-use lease agreement
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Subleases

• Subleases occur when the lessee leases asset to a third 
party

• Treated as separate transactions
• Lessee in the original lease and 
• Lessor in the sublease

• Leases between state agencies should not be accounted for 
as right-to-use lease agreements
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Tracking Leases



Capitalized Leased Assets are Inventoriable

• All assets meeting the state’s capitalization policy must be 
inventoried (SAAM 30.40.10)

• System Requirements (SAAM 30.40.30):
• Use the Capital Asset Management System (CAMS), or 

alternate in-house system approved by the Office of the 
Chief Information Officer (OCIO) for:

1. Owned assets that meet the state’s capitalization policy
2. Lease-to-own agreements that meet the state’s capitalization 

policy
• Use the Facilities Portfolio Management Tool (FPMT) for:

1. Right-to-use lease agreements that meet the state’s 
capitalization policy

2. All owned and leased facilities, regardless of whether they 
meet the capitalization policy, to comply with RCW 
43.82.150.
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It is OK not to mark leased assets                   (SAAM 30.30.30)

• Typically it is impractical or impossible to mark leased 
assets. For example: 

• Stationary in nature and not susceptible to theft (land, 
buildings, etc.)

• May not be allowed to alter the asset in the leased 
contract

• Has a unique permanent serial number that can be 
used for identification, security, and inventory control 
(such as vehicles)

• The agency must apply alternative procedures to 
inventory and identify such assets as “Washington State”
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Facilities Portfolio Management Tool (FPMT)

• FPMT is currently used to track state-owned and leased 
facilities for the Annual State Facilities Inventory Report 
and the Six-Year Facilities Plan

• Using a single system for multiple business purposes –
reducing data entry and increasing data accuracy

• Visit the FPMT site for more information:
https://ofm.wa.gov/facilities/facilities-portfolio-
management-tool-fpmt
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Timeline of FPMT Updates

Jul 1, 2021
• Publish 

SAAM 
revisions

Jun 30, 2022
• Record leases under 

new standard

• Report leases under 
GASB 87 in state’s ACFR
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FPMT 
TrainingModify FPMT 

(standard user interface, 
wizards, AFRS 

integration, and reports)

Jul 1, 2019
• Receive funding for 

FPMT Modification

Oct 1, 2021
• FPMT Go-Live

Agencies add & maintain 
lease info 

in FPMT & AFRS



FPMT – Expanded Functionality

• Track owned and leased land, leases of other assets such 
as equipment and vehicles, and software subscriptions.

• Track receivable leases (state is lessor) for land and other 
assets, and for facilities leased to a non-state agency.

• Send lease accounting transactions to AFRS, including 
lease payments.

• Produce reports for reconciliation to AFRS, recording 
entries manually, and financial statement disclosures.

• Separate accounting and facilities roles.
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The new data fields can be found on the Leases Accounting Resource site:
https://ofm.wa.gov/accounting/administrative-accounting-resources/leases-gasb-87

https://ofm.wa.gov/accounting/administrative-accounting-resources/leases-gasb-87


Lease Data Matrix
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The accounting and data entry requirements for leases will vary based on many factors

1 Short-term lease agreements have a maximum possible lease term of 12 months or less.

Right-to-Use Lease Agreements
Lease-to-Own 
Agreements

Above 
Threshold

Below 
Threshold

Leases 
Between 
Agencies

Short-term 
Leases1

Above 
Threshold

Below 
Threshold

Capitalization Threshold $500,000 total lease payments N/A N/A Use threshold of underlying asset

Information 
in FPMT

Facilities
Facility & 

Accounting
Facility Facility Facility Facility Facility

Land & Other 
Assets

Accounting None None None None None

Accounting

Lessees
Lease Asset & 
Right-to-use 

Lease Liability
Expense Expense Expense

Capital Asset & 
Lease-to-own 

Liability
Expense

Lessors
Lease 

Receivable & 
Deferred Inflow

Revenue Revenue Revenue N/A N/A



FPMT Demo



Facilities Portfolio Management Tool (FPMT) Demo
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https://ofm.wa.gov/accounting/administrative-
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