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Twitter Stashes Another $27 Million in Debt
Off-Balance Sheet

Social media platform’s off-balance sheet liabilities now top a half billion
dollars.
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This alert compares the language used in the company’s latest filing with the period before.
Research suggests changes in language, particularly in the risk factor section, is a powerful
indicator of future performance. Companies that change filing language underperform those that
don’t by 30-50 basis points per month for the following year.

Twitter Adds $27.6 Million to Its Off-Balance Sheet Liabilities
Ninety days ago we detailed Twitter’s use of an accounting loophole that allows the company to
exclude more than $500 million in operating leases from its balance sheet. In its latest 10-Q,
Twitter revealed it’s adding to the “not yet commenced” operating leases it keeps off-balance
sheet:

The $576.9 million in “not yet commenced” leases is up $27.6 million from $549.3 million last
quarter. Excluding “not yet commenced” leases from the balance sheet is an accounting
loophole Twitter and others are using to hide billions of dollars of liabilities from investors:

● Best Buy is Hiding $756 Million In Liabilities Off-Balance Sheet
● Salesforce is Hiding $1.4 Billion in Debt Off-Balance Sheet
● Bed Bath & Beyond’s Hidden Liabilities Now Top $200 Million
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Under the loophole, companies can omit leases from the balance sheet that haven’t started as
well as corporate offices under construction or build-to-suit arrangements. It’s seemingly
inconsistent with FASB’s guidance on the topic which states if a lease is legally binding— as
Accenture acknowledges— Topic 842 (ASU 2016-02) makes clear it must be accounted for on
the balance sheet:

“A lessee should recognize in the statement of financial position a liability to make
lease payments (the lease liability)...”

https://www.fasb.org/jsp/FASB/Document_C/DocumentPage?cid=1176167901010&acceptedDisclaimer=true

