
WHO TO CONTACT DURING THE LIVE PROGRAM

For Additional Registrations:
-Call Strafford Customer Service 1-800-926-7926 x1 (or 404-881-1141 x1)

For Assistance During the Live Program:
-On the web, use the chat box at the bottom left of the screen

If you get disconnected during the program, you can simply log in using your original instructions and PIN.

IMPORTANT INFORMATION FOR THE LIVE PROGRAM

This program is approved for 2 CPE credit hours. To earn credit you must:

• Participate in the program on your own computer connection (no sharing) – if you need to register 
additional people, please call customer service at 1-800-926-7926 ext. 1 (or 404-881-1141 ext. 1).  
Strafford accepts American Express, Visa, MasterCard, Discover.

• Listen on-line via your computer speakers.

• Respond to five prompts during the program plus a single verification code.  

• To earn full credit, you must remain connected for the entire program.

Accounting for Nonprofits: Contributions and Exchange 
Transactions Under ASU 2018-08 and ASC 606
WEDNESDAY, JUNE 3, 2020, 1:00-2:50 pm Eastern

FOR LIVE PROGRAM ONLY



Tips for Optimal Quality FOR LIVE PROGRAM ONLY

Sound Quality
When listening via your computer speakers, please note that the quality 
of your sound will vary depending on the speed and quality of your internet 
connection.

If the sound quality is not satisfactory, please e-mail sound@straffordpub.com
immediately so we can address the problem.



June 3, 2020

Accounting for Nonprofits

Neely Duncan, CPA, CFE, FCPA, Partner

BKD

ndduncan@bkd.com
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Notice

ANY TAX ADVICE IN THIS COMMUNICATION IS NOT INTENDED OR WRITTEN BY 
THE SPEAKERS’ FIRMS TO BE USED, AND CANNOT BE USED, BY A CLIENT OR ANY 
OTHER PERSON OR ENTITY FOR THE PURPOSE OF (i) AVOIDING PENALTIES THAT 
MAY BE IMPOSED ON ANY TAXPAYER OR (ii) PROMOTING, MARKETING OR 
RECOMMENDING TO ANOTHER PARTY ANY MATTERS ADDRESSED HEREIN. 

You (and your employees, representatives, or agents) may disclose to any and all persons, 
without limitation, the tax treatment or tax structure, or both, of any transaction 
described in the associated materials we provide to you, including, but not limited to, 
any tax opinions, memoranda, or other tax analyses contained in those materials.

The information contained herein is of a general nature and based on authorities that are 
subject to change.  Applicability of the information to specific situations should be 
determined through consultation with your tax adviser.
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AGENDA 
ASU 2014-09 – REVENUE RECOGNITION
• Introduction 

• Overview of the 5-Step Model

• Adoption methods

• Disclosure requirements

• Example  - membership dues
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Example -
Allocation 
Methodology

An NFP enters into a contract with a 
customer to sell (1) an ebook, (2) a live 
webinar course and (3) an in-person training 
course in exchange for $750. The entity will 
satisfy the performance obligations for each 
of these products at different points in time. 
The entity regularly sells the e-book and the 
in-person training course separately, and, 
therefore the standalone selling prices are 
directly observable. The standalone selling 
price of the live webinar (historically bundled 
services only) is not directly observable. 
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Example -
Allocation 
Methodology 
(continued)

Because the standalone selling prices for 
webinar is not directly observable, the 
NFP must estimate it. To estimate the 
stand-alone selling prices, the NFP uses 
the adjusted market assessment 
approach. In making the estimate, the 
NFP maximizes the use of observable 
inputs. The NFP estimates the 
standalone selling prices as follows: 
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Example -
Allocation 
Methodology 
(continued)

The customer receives a discount for 
purchasing the bundle of goods because 
the sum of the standalone selling prices 
($850) exceeds the promised 
consideration ($750). The NFP considers 
whether it has observable evidence about 
the performance obligation to which the 
entire discount belongs and concludes 
that it does not. Consequently, the 
discount is allocated proportionately 
across all three products/services. The 
discount, and therefore the transaction 
price, is allocated as follows: 
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REVENUE RECOGNIZED OVER TIME CRITERIA
Performance obligations are satisfied & revenue 
recognized over time if one of the following criteria is 
met

• The customer simultaneously receives & consumes the 
benefits as the entity performs

• The entity’s performance creates or enhances an asset 
that the customer controls as the asset is created or 
enhanced

• The entity’s performance does not create an asset with 
an alternative use to the entity, & the entity has an 
enforceable right to payment for performance completed 
to date
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REVENUE RECOGNIZED OVER TIME 

Means of Estimating

Output Method Input Method

• Surveys of performance completed to date
• Appraisals of results achieved
• Milestones reached
• Time elapsed
• Units produced or delivered

• Resources consumed
• Labor hours expended
• Costs incurred
• Time elapsed
• Machine hours used

Practical expedient – right to consideration from a customer in an amount that corresponds directly with the 
value to performance completed to date, e.g., service contract where entity bills a fixed amount for each hour 
of service provided 

If efforts or inputs are expended evenly throughout the performance period, may be appropriate to recognize 
revenue on the straight-line basis
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CONTRACT 
MODIFICATIONS 

• Questions to consider
– Are there changes in scope or price.

– Are there changes in scope and price.

– Do changes add distinct goods or 
services?

– Are changes at standalone selling 
prices? 

• Possible outcomes
– New contract that replaces the original

– New contract separate form the original

– Modified contract 

– Mix of both
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NONREFUNDABLE 
UPFRONT FEES

• Does fee relate to the transfer of a 
promised good or service?

• Yes:  evaluate as separate 
performance obligation & walk through 
5-step model

• No:  fee is advance payment—defer & 
recognized as performance obligations 
are satisfied

• Breakage
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DISCLOSURE 
REQUIREMENTS

Help readers understand the following 
aspects of revenue and cash flows:

1. Nature

2. Amount 

3. Timing

4. Uncertainty
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DISCLOSURE 
REQUIREMENTS –
PERFORMANCE 
OBLIGATIONS 

• Nature of goods and services promised.
– Significant payment term, including the 

following:
• When payment typically is due;
• Whether a contract includes a significant 

financing component;
• Whether any consideration is variable; and

• If any consideration is variable, whether the 
entity's estimate of variable consideration is 
typically constrained.

– When performance obligations are typically 
satisfied.

– Obligations for:
• Returns;
• Refunds; and
• Similar obligations.
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DISCLOSURE 
REQUIREMENTS  -
SIGNIFICANT 
JUDGEMENTS 

• Judgements and changes in judgements 
used to determine:
– The timing of the satisfaction of 

performance obligations; and

– The transaction price and amounts 
allocated to performance obligations.

• For performance obligations satisfied over 
time:
– Description of the input method (or output 

method) used to measure progress; and

– Explanation of how the entity applies the 
input method (or output method).

• Methods, inputs, and assumptions the entity 
uses to assess whether variable 
consideration is constrained.
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ADOPTION 
METHODS

• Full retrospective

• Retrospective application to all 
prior periods presented

• Modified retrospective

• Cumulative effect recognized 
upon adoption, i.e., January 1, 
2019, for nonpublic entities

• Certain disclosures required to 
bridge incomparability b/t 
reporting periods
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MODIFIED RETROSPECTIVE (AT A GLANCE)

Two options to consider

• Applied to ALL contracts at date of application, or

• Applied to ONLY incomplete contracts at date of application

Practical expedient

• Aggregate the effect of all contract modifications that occur before 
the earliest period presented
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Example - Membership Dues

• The Accounting Peoples Association (APA) requires members 
to pay annual dues of $1,000

• Dues cover a calendar year (same as fiscal year)
• Invoiced in October for the following calendar year
• Members receive:

• Access to industry information/standards ($500) 
• Advocacy ($500)
• The quarterly periodical, Accounting Peoples Today ($100)
• Right to be identify themselves as official members ($???)

• No obligation to renew membership
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Example - Membership Dues

• Step 1: Identify the contract
• It has commercial substance
• There is approval and commitment by each party to fulfill its 

obligations.
• The payment terms are be identifiable.
• It is probable that the organization will collect substantially all 

the consideration for the exchange of the goods or services.
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Example - Membership Dues

• Step 2: Identify the performance obligations
• Good or service (or a bundle of goods or services) that is 

distinct; or a series of distinct good or services that are 
substantially the same and that have the same pattern of 
transfer to the customer.

• Capable of being distinct. Can the customer benefit from the 
promised good or service, either on its own or together with 
other resources that are readily available to the customer?

• Distinct within the context of the contract. Is the promise to 
transfer the good or service separately identifiable from other 
promises in the contract?
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Example - Membership Dues

• Step 3: Determine the transaction price
• Variable consideration
• Constraining estimates of variable consideration
• Noncash consideration
• Consideration payable to the customer
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Example - Membership Dues

• Step 4: Allocate the transaction price to the performance 
obligations

• Standalone selling price 
• If not observable, estimate it

• Discounts relate to only one or some performance obligations?
• Material rights
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Example - Membership Dues

Performance obligation Selling price
Percentage of selling 

price
Allocated to transaction 

price

Membership benefits $    1,000 91% $                 909 

Quarterly journal $          25 2% $                   23 

Quarterly journal $          25 2% $                   23 

Quarterly journal $          25 2% $                   23 

Quarterly journal $          25 2% $                   23 

$    1,100 100% $             1,000 
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Example - Membership Dues

• Step 5: Recognize revenue
• At a point in time or over time

• A good or service is transferred when (or as) the customer obtains 
control of that good or service.

• Criteria for over time:
• The customer simultaneously receives and consumes the benefits 

provided by the entity's performance as the entity performs.
• The entity's performance creates or enhances an asset that the 

customer controls as the asset is created or enhanced.
• The entity's performance does not create an asset with an 

alternative use to the entity, and the entity has an enforceable right 
to payment for performance completed to date.


