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Housekeeping

• Please note that all of today’s audio is being broadcast to
your computer speaker
• Please submit questions through the Q&A function on
your screen. Questions will be addressed at the end of
the presentation.
• To download a copy of the presentation or access the
resources connected to this session, please visit the
resources icon at the bottom of your console
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CPE Details
• CPE Credit
• Login individually to the session
• Minimum of 50 minutes on the session
• Successfully complete 3 of the 4 polling questions
• CPE certificate of completion e-mailed within two weeks of successfully
passing this program

CPE

• NO CPE Credit
• Fail to successfully complete 3 of the 4 polling questions
• Viewing a recording of this session (CPE is only awarded for live sessions)
• Upon completion of this program you will receive a post event
evaluation
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Agenda and Session Goals
• Accounting Standards Update (“ASU”) 2018-08, Not-for-Profit Entities (Topic 958),
Clarifying the Scope and the Accounting Guidance for Contributions Received and
Contributions Made
• Background and Scope

• Exchange vs. Contribution
• Conditional vs. Unconditional
• Simultaneous Release Option
• Disclosures
• Effective Date and Transition

• After today’s presentation you should be able to:
• Identify the key content of the Update

• Understand how this Update affects your organization
• Understand the required implementation timing for your organization
• Take away ideas for how to prepare for implementation
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66

First Polling Question

Did you participate in our previous educational
webcast on ASU 2018-08?
A. Yes
B. No
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Background and
Scope
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Why did the FASB issue ASU 2018-08?

• Indication of difficulty and diversity in practice among not-for-profits (NFPs) with
• Characterizing grants and similar congrats with governmental agencies and
others as exchange transactions vs. contributions
• Distinguishing between conditional and unconditional contributions
• Although these issues existed prior to the FASB’s issuance of the new revenue
recognition standard (606), the new guidance placed renewed focus on these
issues.
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Who does ASU 2018-08 apply to?

• Applies to all entities (NFPs and business entities) that receive or make
contributions of cash and other assets, including promises to give and
contributions made;
• Excludes transfer of assets from the government to business entities.
• Practice note: Contribution revenue may be presented in the financials of an entity
using different terms (ie, gift, grant, donation, etc.). The term used to label
revenue is not a factor in determining whether an agreement is within the scope of
this ASU.
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Exchange vs.
Contribution
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Reciprocal (Exchange) vs. Nonreciprocal (Contribution)
Current Practice

Exchange Transactions
Direct
Commensurate
Value to Resource
Provider

Specified Third Parties

General Public

Clarification
Exchange Transactions - 606
Direct
Commensurate
Value to Resource
Provider
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Resource Provider is
a third party paying
on behalf of an
identified customer

Contributions – 958-605
Others, including groups
of beneficiaries with
eligibility criteria

General
Public
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Reciprocal (Exchange) vs. Nonreciprocal (Contribution)

• ASU 2018-08 Clarifies existing guidance in Subtopic 958-605 by adding
paragraphs that help to clarify the scope of the Subtopic and by adding examples.
• Practice notes:
• The resource provider is not synonymous with the general public, even a
governmental entity. If a resource provider receives value indirectly by providing
a benefit to society, this would be considered a nonreciprocal transaction.
• Furthering a resource provider’s mission or “feel good” sentiment does not
constitute commensurate value received.
• If the primary beneficiary of a grant or contract is a third party, an NFP must use
judgment to determine if the transaction is reciprocal or nonreciprocal (we’ll dive
into this more in a few slides)

© 2018 Crowe LLP

13
13

Reciprocal (Exchange) vs. Nonreciprocal (Contribution)

EXAMPLE #1:
• NFP A employs a scientist who is conducting genetic research. The NFP is
awarded a grant from the National Science Foundation (NSF), that requires NFP A
to:
• Follow the rules and regulations established by the Office of Management and Budget
(OMB);
• Incur certain expenses (or costs) in compliance with the rules and regulations
established by the OMB and the NSF;
• Obtain an annual audit in accordance with OMB guidelines;

• Submit a summary of research findings to the NSF.

• Any unused assets are forfeited, and any unallowed costs that have been drawn
down by NFP A are required to be returned to the NSF.
• NFP A retains the rights to the findings.
QUESTION: Is this transaction an exchange or a contribution?
© 2018 Crowe LLP
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Reciprocal (Exchange) vs. Nonreciprocal (Contribution)

EXAMPLE #1 – Solution
• NFP A concludes that this is a contribution.
• Analysis:
• Commensurate value is not being exchanged between the two parties.
• NFP A retains all the rights to the research and findings and receives the primary benefit
of the findings.
• The NSF’s benefit is considered indirect because the research and findings serve the
general public.
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Reciprocal (Exchange) vs. Nonreciprocal (Contribution)

EXAMPLE #2:
• NFP B is a university with a cancer research center. NFP B regularly conducts
research to discover more effective methods of treating cancer and often receives
contributions to support its efforts. NFP B receives $1 million from a
pharmaceutical entity, Pharma Co., to finance the costs of a clinical trial of an
experimental cancer drug Pharma Co developed. The grant agreement between
Pharma Co. and NFP B specifies the following.
• Pharma Co. specifies the protocol of the testing, including number of participants tested,
dosages, and frequency;

• Pharma Co. requires a detailed report of the test outcomes within two months of the
conclusion of testing.
• The rights to the results of the study belong to Pharma Co.

QUESTION: Is this transaction an exchange or a contribution?

© 2018 Crowe LLP
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Reciprocal (Exchange) vs. Nonreciprocal (Contribution)

EXAMPLE #2 – Solution
• NFP B concludes that this is an exchange transaction.
• Analysis:
• Pharma Co. is receiving commensurate value as the resource provider, because the
results of the tests have commercial value to Pharma Co.
• Pharma Co. receives the rights to the research and findings and receives the primary
benefit of the findings.
• The fact that the general public might benefit from the findings indirectly is not relevant
to the analysis.
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Reciprocal (Exchange) vs. Nonreciprocal (Contribution)

• Transfers of assets (typically from a governmental entity) that are part of an
existing exchange transaction between a recipient and an identified customer do
NOT fall under 958-605.
• Examples include:
• Payments under Medicare and Medicaid programs.
• Provisions of health care of education services by a government for its employees.
• Pell grants or similar state or local government tuition assistance programs.

• Practice note:
• Topic 606 on revenue from contracts with customers and other applicable
guidance should be used to account for such transactions.
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Reciprocal (Exchange) vs. Nonreciprocal (Contribution)

EXAMPLE #3:
• Student Z is enrolled at NFP A, a University.
• Student Z’s total tuition charged for the semester is $40,000.
• Student Z received a Pell grant of $5,000 to use toward the tuition fee.

• The grant is paid directly by the grantor to NFP A.

QUESTION: How does NFP A account for the $5,000 grant?

© 2018 Crowe LLP
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Reciprocal (Exchange) vs. Nonreciprocal (Contribution)

EXAMPLE #3 – Solution:
• NFP A accounts for the grant as a third-party payment on behalf of an identified
customer to an existing exchange transaction.
• Analysis:
• The grant was awarded to Student Z, not NFP A.
• NFP A has entered into an exchange transaction with Student Z and accounts for
$40,000 in tuition revenue.
• The $5,000 grant does not create additional revenue, but, rather serves as partial
payment against the $40,000 due to NFP A.
• Student Z is an identified customer of NFP A who is receiving the benefit from the grant
transaction.
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Conditional vs.
Unconditional
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Conditional vs. Unconditional Contributions

• For a donor-imposed condition to exist under ASU 2018-08, the following must
apply:
A. A right of return or release must exist, AND
B. The agreement must include a BARRIER
• An NFP shall consider the following indicators that a barrier exists
1. The inclusion of a measurable performance – related barrier or other
measurable barrier;
2. The extent to which a stipulation limits discretion by the recipient on the
conduct of an activity;
3. The extent to which a stipulation is related to the purpose of the agreement.
4. Note other barriers may be considered, an entity is not limited to the above
points identified in the ASU.

© 2018 Crowe LLP
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Second Polling Question

Which of the following would NOT be considered a
barrier to revenue recognition?
A. A minimum of 5,000 meals must be served by a food pantry over the next month
in order to receive a contribution. The food pantry regularly serves double this
amount in a months’ time.
B. The NFP must raise $1 million in matching gifts in order to receive a $1 million
contribution.
C. A wealthy donor will give the NFP $2 million once her investment portfolio
reaches $50 million.
D. The NFP must obtain an annual audit under OMB guidance.

© 2018 Crowe LLP
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Conditional vs. Unconditional Contributions

• Indicator #1 – Measurable performance-related or other measurable barrier
• Examples include:
• Specific level of service (ie, 1,000 meals per week for a soup kitchen)
• Specific output or outcome (ie, students achieving a minimum standardized test score)

• Matching (not entitled to receive the promised assets until the required match is met)
• Outside event (ie, the NFP is promised a certain amount once the resource provider’s net
assets reach a specified level)

• The ASU illustrates that these may be achieved in milestone fashion.
• Practice note: The likelihood of overcoming barriers is NOT assessed in
following ASU 2018-08. This is a departure from previous GAAP.
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Conditional vs. Unconditional Contributions

• EXAMPLE #1 – Measurable performance
• NFP C receives a grant from a private foundation for funding in the amount of
$500,000 for providing specific career training to veterans.
• The grant requires NFP C to provide training to at least 5,000 veterans within the
next fiscal year, with specific minimum targets that must be met each quarter.
• There is a right of release from the obligation in this agreement.
• NFP C already concluded this is a nonexchange transaction.

• QUESTION – Is this grant conditional?

© 2018 Crowe LLP
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Conditional vs. Unconditional Contributions

• EXAMPLE #1 – Measurable performance - Solution
• NFP C determines that it should account for this grant as conditional
•The agreement specifies a required level of service
•The agreement also contains a right of release from obligation

© 2018 Crowe LLP
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Conditional vs. Unconditional Contributions

• EXAMPLE #2 – “Best efforts metrics”
• NFP D is an environmental nonprofit organization that conducts a variety of
programs aimed at growing a greener community. NFP D receives an upfront
grant in the amount of $100,000 from a foundation, to be used towards treeplanting programs.
• Consistent with NFP D’s grant proposal to the resource provider, the grant awarded
includes stipulations about how NFP D should use the resources (ie, purchase trees and
support group planting events).
• The grant does not specify that NFP D’s entitlement to the $100,000 is dependent upon
meeting any of the stipulations in the agreement as long as the funds are used towards
the tree-planting program.
• The grant contains a right of return for funds not spent on the tree-planting program.

• QUESTION –Is the grant conditional?

© 2018 Crowe LLP
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Conditional vs. Unconditional Contributions

• EXAMPLE #2 – “Best efforts metrics” – Solution
• NFP D determines that the grant is unconditional.
•The grant does not contain a barrier to be overcome to be entitled to the
transferred assets.
•While the grant agreement contains stipulations for how NFP D could spend
the $100,000, the agreement does not specify that entitlement to the
transferred assets is dependent upon meeting any stipulations.
•Because the stipulations in the grant agreement were not required to be met to
be entitled to the funding, the agreement does not contain a barrier to
overcome.
•NFP D would account for the grants as with-donor restriction, and release the
funds once spent on the tree-planting program.
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Conditional vs. Unconditional Contributions

• EXAMPLE #3 – Measurable metrics - Milestones
• NFP G is a University currently constructing a new student center. NFP G
receives a $50 million promise to give from a wealthy alumni donor, to be used
on the new student center construction.
• The agreement includes specific building requirements, including, among others, square
footage, and that the building must be environmentally friendly as exhibited by obtaining
Leadership in Energy and Environmental Design (LEED) certification.
• The first installment of the gift will not be paid until NFP G submits architectural designs
that meet the building requirements.

• Additional installments of the gift will be paid in specified increments upon meeting
specific requirements of the gift agreement.
• If the building is not in compliance with the agreement, the donor is released from its
obligation to make installment payments.

• QUESTION –Is the contribution conditional?

© 2018 Crowe LLP

29
29

Conditional vs. Unconditional Contributions

• EXAMPLE #3 – Milestones - solution
• NFP G determines that the contribution is conditional.
• NFP G is not entitled to the assets until milestones are met (ie, an architectural plan
including square footage; evidence of LEED certification; etc.).

• The agreement includes a release of the resource provider’s obligation to transfer assets
if the stipulations are not met.
• Remember – the likelihood of meeting a milestone is not a consideration when
assessing whether the contribution is conditional.
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Conditional vs. Unconditional Contributions

• Indicator #2 – Limited Discretion on the Conduct of an Activity
• Examples include:
• Requirement to incur only qualifying expenses that are based on specific requirements
• Requirement to hire specific individuals as part of the workforce

• Specified protocol that must be adhered to
• Specific output or outcome (ie, students achieving a minimum standardized test score)
• Matching (not entitled to receive the promised assets until the required match is met)
• Outside event (ie, the NFP is promised a certain amount once the resource provider’s net
assets reach a specified level)

© 2018 Crowe LLP
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Conditional vs. Unconditional Contributions

EXAMPLE #1: Limited Discretion
• NFP A employs a scientist who is conducting research. The NFP is awarded a
grant from the National Science Foundation (NSF), that requires NFP A to:
• Follow the rules and regulations established by the Office of Management and Budget
(OMB);
• Incur certain expenses (or costs) in compliance with the rules and regulations
established by the OMB and the NSF;
• Obtain an annual audit in accordance with OMB guidelines;
• Submit a summary of research findings to the NSF.

• Any unused assets are forfeited, and any unallowed costs that have been drawn
down by NFP A are required to be returned to the NSF.
• NFP A retains the rights to the findings.
QUESTION: We previously determined that this is a nonexchange
transaction. Is it conditional or unconditional?
© 2018 Crowe LLP
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Conditional vs. Unconditional Contributions

• EXAMPLE #1 – Limited Discretion - Solution
• NFP A determines that it should account for this grant as conditional.
•The grant agreement limits NFP A’s discretion on the conduct of the research
as a result of the specific requirements on how the assets may be spent
(qualifying expenses)
•There is a right of return and release.
•The audit requirement alone is not a barrier to entitlement because it is not
related to the purpose of the agreement.
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Conditional vs. Unconditional Contributions

EXAMPLE #2: Limited Discretion
• NFP H is a public charity that works with gluten-related allergies as part of its
overall mission. It applies for and receives a $100,000 grant from a corporate
foundation to perform research on gluten-related allergies over the next year. The
grant agreement includes:
• A right of return.
• A statement that approval must be obtained from the corporate foundation for any
significant deviations in spending from the general budget.
• A requirement that at the end of the grant period a report must be filed with the
corporate foundation that explains how the assets were spent.

QUESTION: This is a nonexchange transaction. Is it conditional or
unconditional?
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Conditional vs. Unconditional Contributions

EXAMPLE #2: Limited Discretion - Solution
• NFP H determines that the grant is unconditional.
•The general budget included in the grant proposal is not a barrier to
entitlement because adherence to a general budget allows for broad
discretion.
•While there is right-of-return language in the agreement, there are no
additional requirements in the agreement limiting how NFP H has to conduct
the research on gluten-related allergies.
•The reporting requirement is administrative and not related to the general
purpose of the agreement.
•Working on gluten-free allergies is more narrow than NFP H’s overall mission.

© 2018 Crowe LLP
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Conditional vs. Unconditional Contributions

• Indicator #3 – Related to the Purpose of the Agreement
• Excludes trivial or administrative stipulations
• Examples include:
Related to Purpose
• A report conveying the research
findings on a grant for specific
research.
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Unrelated to Purpose
• A report indicating how grant
moneys have been spent.
• A requirement for an annual audit
in accordance with OMB
guidelines.
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Third Polling Question

Which one of the following would NOT be considered
trivial or administrative in nature, and would be a
condition or barrier to revenue recognition?
A. Producing an annual report.
B. Providing a report of the results of a donor-funded research project, to that
donor, for its exclusive use.
C. Preparing an annual budget.
D. Obtaining an annual financial statement audit.

© 2018 Crowe LLP
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Recap: NFP Revenue Recognition Decision Process

Is the transaction one in
which each party
directly receives
commensurate value?

Yes

Exchange Transaction. Apply
Topic 606 or other applicable
Topics.

No
Is the payment part of
an existing exchange
transaction w/ a 3rd
party?

Yes

Outside of this Topic. Apply
other applicable Topics.

No
It is a non-reciprocal
transaction. Apply contribution
(nonexchange) guidance.
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Recap: NFP Revenue Recognition Decision Process
(Continued)
It is a non-reciprocal
transaction. Apply contribution
(nonexchange) guidance.

Is there a donor-imposed
condition or conditions
present (a barrier and a
right of return must
exist)?

Yes
Conditional –
Recognize revenue when
condition is met.
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Are there restrictions
present (ie, limited
purpose or timing)?

No

Yes
Unconditional
and without
restrictions

No

Unconditional
and restricted
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Simultaneous
Release Option
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Simultaneous Release Option

• The simultaneous release option allows an NFP to recognize a restricted
contribution directly in unrestricted net assets / net assets without donor
restrictions if the restriction is met in the same period that the revenue is
recognized.
• This election must be applied consistently to all restricted contributions and
investment returns. However, the final ASU creates two buckets for restricted:
1. Donor-restricted contributions that were initially conditional contributions
2. Other donor-restricted contributions
• Logic  feedback from exposure draft respondents who were concerned that
recognizing many grants as conditional contributions would significantly increase
the amount reported in the release from restrictions line on the statement of
activities.
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Simultaneous Release Option

EXAMPLE – Simultaneous Release:
• NFP J runs an animal shelter with a calendar-year end.
• NFP J is awarded a matching grant of $50,000 on December 1, 2018, to be used specifically
towards the construction of a new dog run.

• The agreement indicates that for NFP J to receive the assets, the NFP must raise an
additional $50,000 of funding from other sources. NFP J will receive payment on the grant
when the match is met.
• NFP J’s progress on the grant is as follows:
Match
Requirement Met

Grant date

1/1/19

Completion of Dog
Run

CY 2019
(NFP E’s Fiscal Year)

12/31/19

QUESTION:NFP J has elected the simultaneous release option only for
contributions that were initially conditional. Does this grant qualify for that
“bucket”?
© 2018 Crowe LLP
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Simultaneous Release Option

EXAMPLE – Simultaneous Release - Solution
• NFP J determines that the grant does qualify for that bucket.
• Prior to the match being met, the grant was a conditional contribution
• Once the grant becomes unconditional, when the match is met, NFP J recognizes the
revenue as revenue without donor restrictions.
• The restriction is met by constructing the dog run in the same period in which the revenue
was recognized.
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Simultaneous Release – Impact on Financial Statements
Statement of Activities
Year Ended December 31, 2019

NFP J Does
Not Elect
Simultaneous
Release
Option

Without Donor
Restrictions

With Donor
Restrictions

Total

-

$50,000

$50,000

Net assets released from
restrictions

$50,000

($50,000)

-

Total Revenues

$50,000

-

$50,000

Without Donor
Restrictions

With Donor
Restrictions

Total

$50,000

-

$50,000

-

-

-

$50,000

-

$50,000

Revenues
Contributions

Statement of Activities
Year Ended December 31, 2019

NFP Elects
Simultaneous
Release Option

Revenues
Contributions
Net assets released from restrictions
Total Revenues
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Fourth Polling Question

Do you currently utilize the simultaneous release
option available under current GAAP?
A. Yes.
B. No.
C. Not sure or not applicable to me.
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Disclosures
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Disclosures - Recipients

• No additional recurring disclosures have been added in the guidance.
• Conditional promises to give received:
• Total of the amounts promised
• A description and amount for each group of promises having similar
characteristics
• Unconditional promises to give received:
• Amounts receivable in less than one, in one to five years, and in more than five
years
• Amount of allowance for uncollectible promises receivable
• Discount that arises if measuring a promise to give at present value
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Disclosures – Resource Providers

• No additional recurring disclosures have been added in the guidance.
• Guidance in Topic 958 includes a cross reference to the disclosures in Topic 450,
Contingencies, and in Topic 40, Debt.
• Resource providers also are required to provide information about unconditional
promises to give.
•Amounts payable in less than one, in one to five years, and in more than five
years
•Discount that arises if measuring a promise to give at present value
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Effective Date and
Transition
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Effective Date and Transition

Recipients

Resource Providers

• Public Business Entities and Conduit
Debt Obligors:

• Public Business Entities and Conduit
Debt Obligors:

• Annual periods beginning after June 15,
2018, including interim periods (ie,
12/31/2019 or 6/30/2019)

• Annual periods beginning after December
15, 2018, including interim periods (ie,
12/31/2019 or 6/30/2020)

• All other Entities:

• All other Entities:

• Annual periods beginning after December
15, 2018, and interim periods beginning
after December 15, 2019 (ie, 12/31/2019 or
6/30/2020 fiscal year end reporting)

• Annual periods beginning after December
15, 2019, and interim periods beginning
after December 15, 2020 (ie, 12/31/2020 or
6/30/2021 fiscal year end reporting)
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Effective Date and Transition

• Resource providers have been given an additional year for implementation,
because the ASU for them concerns expense recognition, rather than revenue
recognition.
• Some NFPs that are both grant recipients and resource providers will have to
determine whether staggered implementation makes sense, or if it would be more
prudent to early adopt the guidance for their grants made, to coincide with
implementation for grants received.
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Effective Date and Transition

• Modified prospective transition – apply to:
• All agreements existing at the effective date – but only applies to the portion of existing
agreements not previously recognized
• All agreements entered into after the effective date
• No restatement of prior amounts recognized
• Retrospective application is permitted

• In the year of transition, an entity should disclose both:
• The nature of and reason for the accounting change;
• An explanation of the reasons for significant changes in each financial statement line
item resulting from applying ASU 2018-08 as compared to the prior period.
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Effective Date and Transition

• EXAMPLE – Existing agreement
• NFP K implements ASU 2018-08 for calendar year 2019
• NFP K was awarded a 10-year grant on 1/1/2018; payments are $100k per
year for each year 2018 through 2028
• Accounting prior to 2018-08 implementation:
• NFP K accounted for the grant as an exchange transaction; revenue was recognized
as billed ($100k total through 2018).

• Accounting in year of implementation and future years:
• No restatement of prior amounts recognized
• Not a completed agreement
• NFP K determines it is a conditional contribution
• In years 2019 through 2028, will recognize the remaining revenue as conditions are
met.
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Questions?
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Thank You
Pete Ugo, CPA

Brian Zygmunt, CPA

Partner

Partner

317.208.2509

312.899.8342

Pete.Ugo@crowe.com

Brian.Zygmunt@crowe.com
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