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Vanderburgh County

Lease Policy
Implemented: March 8, 2023

The purpose of this policy is to outline the steps taken by the County in its efforts to identify all
lessee and lessor contracts that meet the definition of a lease as defined in the GASB Statement

87 for the recording of leases. This policy will be revised periodically as determined necessary
by the County.

The requirements of the Statement are effective for the County’s fiscal year ending December
31, 2022. Changes adopted to conform to the provisions of this Statement will be applied
retroactively by restating financial statements of the prior year, when required.

The Statement defines a lease as a long-term contract that conveys control of the right to use another
entity’s nonfinancial asset (the underlying asset) as specified in the contract for a period of time in an
exchange or exchange-like transaction. Examples of nonfinancial assets include buildings, land, vehicles,
and equipment.

To determine whether a contract conveys control of the right to use the underlying asset, a government
should assess whether it has both of the following:

a. The right to obtain the present service capacity from use of the underlying asset as specified in
the contract.

b. The right to determine the nature and manner of use of the underlying asset as specified in the
contract.

Lease Consideration:

The County will consider any leases entered into, either as the lessee or lessor, with a contract value of
$5,000 or more. All leases over this amount will be evaluated and reported in accordance with the
requirements of the Statement. Al leases not evaluated individually per the threshold will be considered
in the aggregate to ensure unrecorded leases in the aggregate are not considered material.

Capitalization Thresholds:

When the County is the lessee, the threshold to capitalize the lease asset set at $5,000. The total
contract value at the time of implementation must be at or over the lease materiality as determined above
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in order for the County to report the lease asset. When the County is the lessor, the capitalization
threshold will follow the normal policy for all other assets purchased by the County.

Incremental Borrowing Rate:

The initial incremental borrowing rate for leases, where the County is the lessee, will be established for
existing leases with the help of our consultant. Going forward, when a new lease has been established, if
the interest rate is not stated in the contract, the County will establish an incremental borrowing rate at the

time of the lease transaction with the help of our consultant.
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