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NOTE 8  LEASE OBLIGATIONS

CAPITAL LEASES

__________ Technical College acquires certain equipment through multi-year capital leases with varying terms and options. These agreements contain fiscal funding clauses in accordance with Official Code of Georgia Annotated Section 50-5-64 which prohibits the creation of a debt to the State of Georgia for the payment of any sums under such agreements beyond the fiscal year of execution if appropriated funds are not available. If renewal of such agreements is reasonably assured, however, capital leases requiring appropriation by the General Assembly of Georgia are considered noncancellable for financial reporting purposes.

OPERATING LEASES

__________ Technical College has entered into certain agreements to lease certain items (i.e., copiers, equipment, modular buildings) which are classified as operating leases (leases on assets that are not recorded on the balance sheet). These leases generally contain provisions that, at the expiration date of the original term of the lease, the Technical College has the option of renewing the lease on a year-to-year basis. Amounts included in the schedule of Summary of Lease Obligations are for multi-year leases and for cancelable leases for which an option to renew for the subsequent fiscal year has been exercised. Expenses for rental of property and equipment under operating leases for the year ended June 30, 200X, totaled $XXX.XX.
SUMMARY OF LEASE OBLIGATIONS

Future commitments for capital leases (stated below and on the Statement of Net Assets include other installment purchase agreements) and for noncancellable operating leases having remaining terms in excess of one year as of June 30, 200X, were as follows:
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J = Total Minimum Lease Payments less Interest

In order to prepare this note you must have all of the lease agreements and amortization schedules for all of your leases.

You must have determined if each lease is a capital lease or an operating lease. 

For the definition and criteria for a capital lease refer to GAAP Journal Entries Capital Leases (Journal Entries 18 through 24). 
