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Some securities disputes begin with a number that no one claims is
wrong. That situation can arise in complex artificial intelligence
infrastructure financing, where debt, capital expenditures, lease
liabilities and guarantees may each be reported correctly under U.S.
generally accepted accounting principles, even as the information
needed to understand a project's economic exposure remains
dispersed across entities, contracts and recognition dates.

Disputes may arise not because the accounting numbers violated
GAAP, but because management used GAAP-based measures to
convey broader and potentially misleading messages about capital
intensity, leverage, liquidity or the ability to reduce spending.
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A recently filed noteholder action illustrates the issue. In a July 1 complaint in City of
Sterling Heights Police & Fire Retirement System v. Oracle Corp. in the Chancery Court for
Davidson County, Tennessee, arising from Oracle's $25 billion public note offering, a
pension fund alleges that statements concerning Oracle's rapidly expanding performance
obligations were misleading.[1] The complaint describes $248 billion in additional data
center and cloud-capacity lease commitments that had not yet commenced and therefore
were not reflected on the balance sheet.

The allegations raise a question that accounting experts are well positioned to investigate:
What economic commitments existed when the challenged statements were made, and how
were those commitments reflected — or not reflected — in the accounting measures and
disclosures referenced by management?

This article examines how Al infrastructure financing can create gaps between accounting
presentation and project-level economic exposure, how the gaps may affect management
communications, and how accounting experts can reconstruct the financial record when
those communications become the subject of a dispute. Such disputes may become more
prevalent going forward, since "[m]assive spending commitments for data-center leases and
chips aren't shown on companies' balance sheets," and Big Tech may be spending $3 trillion
more than it seems, according to an August Wall Street Journal article.[2]

How AI Buildout Financing Works

A large AI campus requires substantial spending before it produces usable capacity. Land,
power, buildings, substations, cooling systems, chips and networking equipment must be
secured or constructed, often years before the project generates cash.[3] Developers and
infrastructure funds may supply equity themselves, but debt and other outside capital
commonly finance a substantial share of the buildout.[4]

Capital providers typically do not lend solely against a prediction that demand for Al
capacity will remain high or increase. They seek confidence that a creditworthy capacity
purchaser will take and pay for capacity after construction.

Long-term leases, minimum-capacity agreements, take-or-pay provisions and similar terms
can convert expected demand into a financeable payment stream. Deposits, termination
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payments, completion support and residual-value protection may further shift risk from
lenders to the purchaser.

Economically, such contract features work together to make third-party funding available on
terms that would not exist without the purchaser's commitment. However, the same
contract features that make an Al buildout project easier to finance make the capacity
purchaser's future payments less flexible, which may limit what can be inferred from
familiar GAAP accounting constructs.

Accounting Separates What Project Finance Connects

As explained above, an Al buildout project's economics develop continuously from contract
signing through construction, delivery and operation. Financial reporting, however, takes
periodic snapshots and assigns transactions to particular reporting entities and accounting
categories.

Recognition determines when an item enters the primary financial statements. Classification
determines where it appears. Measurement determines the basis on which it is reported.
Aggregation determines the level of detail presented in a line item or note. Some items,
including significant uncommenced leases or maximum potential guarantee exposure, may
appear in the notes rather than the primary statements.[5]

Entity boundaries, recognition thresholds, measurement rules and aggregation can obscure
the Al capacity purchaser's project-level exposure even when each component is
appropriately reported. The resulting financial statements may therefore be accurate within
their defined accounting framework without providing a complete view of a project's
economics.[6]

Under GAAP, a lessee generally recognizes a lease liability at commencement, not at
contract signing.[7] Even though the related lease liability does not appear on the Al
capacity purchaser's balance sheet before lease commencement, the contract's risk-shifting
features may already support the project financing.

Similarly, guarantees, equity interests and other elements relied upon by capital providers
may be recognized, measured or otherwise reported by the capacity purchaser on different
timetables and bases. The primary financial statements may therefore not, by themselves,
convey the full scope of the Al capacity purchaser's contractual commitments and economic
exposure.

Public filings also operate at a higher level of aggregation than a project finance model.
Material commitments may be combined across projects, and commercially sensitive terms
— including termination formulas, substitution rights and pricing — may not be publicly
available.

Investors may know certain high-level numbers — such as expected project cost, project
debt and the gross, undiscounted amount of future lease payments — without knowing
which amounts relate to which project, which obligations are fixed or conditional, which
overlap, what events make them operative, or what value the purchaser retains if the
business case changes.

A review of five large U.S. Al and high-performance computing data center projects
illustrates that publicly available primary sources may not provide complete information on
eight key project-level elements.



Figure 1 identifies delivery or commencement timing for all five projects, development cost
or funding and purchaser payment commitments for three, and project financing for four. It
identifies neither a complete purchaser exit-payment formula nor the value the purchaser
could preserve or recover after exit for any project.

The projects discussed below are used solely to illustrate financing, accounting and
communication mechanics. This article does not assess whether any identified company's
statements or filings were misleading or failed to comply with GAAP or applicable law, nor
whether any incomplete disclosure identified is material to the issuer.

FIGURE 1
What the Public Record Can Establish and What Litigation Would Need to Reconstruct
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Figure 1 suggests that public information may be sufficient to evaluate project scale,
financing and delivery, but not purchaser optionality, downside protection and recovery.[8]
Without complete exit mechanics and recovery terms, a disclosed gross commitment cannot
readily be translated into unavoidable cash outflow or the economics of an exit.

When Accounting-Based Measures Carry Broader Messages

A gap between what an accounting-based measure conveys and how management
discusses it — or investors interpret it — can lead to unsupported inferences about financial
position, performance or spending flexibility.

This is especially true when a measure designed for one accounting purpose is used as a
proxy for a related but economically different feature of the business. The measure may be
accurate within its defined scope, yet any broader inferences may require information the
measure does not capture.

For example, traditional leverage ratios do not show how much future cash is already
committed or how easily a capacity program can be resized if future Al utilization is lower
than expected. An Al capacity purchaser may have little debt, substantial cash and strong
traditional credit metrics, but also have large future payment commitments. Management
statements about leverage or liquidity based solely on recognized balance sheet and income
statement items may therefore overstate the company's financial flexibility.

Capital intensity offers another example. An Al capacity purchaser can be capital-light in



accounting presentation while remaining commitment-heavy in economic substance. The Al
capacity purchaser may accurately describe a provider-financed buildout as capital-light
because another entity owns and finances the buildout. Reported capital expenditures
therefore would be lower than under direct ownership.

However, the underlying financial commitment has not disappeared; it is instead reflected in
the AI capacity purchaser's contractual long-term payments and backstops. Traditional
capital expenditure measures that derive solely from items recognized in the financial
statements may therefore be incomplete proxies for the resources committed to the
buildout. Returns and margins likewise may require qualification when they depend on
utilization, contract terms or unrecognized commitments.

Across these examples, a common issue is whether inferences drawn by management or
external parties from narrow accounting-based measures used in communications are
supported by what those measures actually capture. Any mismatch can increase the risk of
misinterpretations, misrepresentations and litigation.

Implications for Management Communications

Management can reduce this risk by communicating what the financial statements do and
do not show, and by providing appropriate context when accounting-based measures are
used as proxies for different features of the business. Public communications, such as
earnings calls or investor presentations, can then be more precise.

For example, a company discussing spending flexibility can distinguish new approvals from
existing contractual payments. A company describing a buildout as capital-light can explain
whether material long-term capacity commitments accompany lower reported capital
expenditures.

Further, a company emphasizing low leverage can avoid implying that reported debt
captures all fixed infrastructure cash requirements. A company discussing returns can
acknowledge that the economics depend on utilization and the value of the committed Al
capacity over time, not solely on whether a liability has been recognized.

Implications for Litigation Strategy

When statements about an Al infrastructure buildout project are challenged, the key
questions concern which accounting measures management invoked and which project-level
commitments existed at the time but fell outside those measures. As illustrated in Figure 1,
this inquiry will likely depend on what is produced in discovery.

An accounting expert can prepare a statement date reconciliation linking the underlying
contracts, reported measures and public communications. The expert can distinguish
recognized liabilities from executed but uncommenced commitments; fixed obligations from
contingent or cancelable amounts; and gross commitments from exposure after offsets, exit
rights and recoveries.

For plaintiffs, that analysis may connect a specific management statement to contractual
commitments that the cited accounting measure did not capture. For defendants, the
analysis may show that the measure was adequately defined or qualified, or that an alleged
corrective disclosure reflected later events.

In either case, the reconciliation provides an auditable basis for comparing what



management communicated to what the company had committed to, what its reporting
captured and what the later disclosure actually revealed.

Conclusion

The Al infrastructure buildout is being financed through a network of project vehicles,
private capital investors, lenders and large Al capacity purchasers. Financial reporting
necessarily presents such financing arrangements across different entity boundaries,
recognition dates, classifications and measurement bases. Accounting presentation and
project-level economic exposure therefore need not move together.

Since accounting presentation and economic exposure are distinct, management
communications can leave a misleading impression when familiar accounting-based
measures are used without enough context to support conclusions about flexibility, capital
requirements, leverage, liquidity or returns.

When management uses a familiar accounting-based measure to support a broader claim,
litigation may center less on whether the number was calculated correctly than on whether
the surrounding message was supported by the contractual and financial record available at
the time.

An accounting expert's statement date reconciliation can make that inquiry concrete by
linking the project contracts, accounting presentation, management communications and
later disclosures.
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