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Session Outline

• ASUs Significantly Impacting NFPs
 ASU 2020-07 – Contributed Nonfinancial Assets
 ASU 2016-02 – ASC 842, Leases

• COVID Funding 



4

CPE Prompt 1 of 6



5

TITLE GOES HEREASU 2020-07, CONTRIBUTED 
NONFINANCIAL ASSETS
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• FASB ASU 2020-07, Presentation and Disclosures by Not-For-Profit Entities 
for Contributed Nonfinancial Assets, issued in September 2020, requires 
new presentation and disclosure standards for gifts-in-kind 

• Effective for fiscal years beginning after June 15, 2021; retrospective 
transition required; early adoption permitted (FYE 6/30/22; CYE 12/31/22)

Not-For-Profit Reporting of Contributed Nonfinancial Assets
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Definition

• Contributed nonfinancial assets are items such as fixed assets, use of fixed 
assets, materials & supplies (food, medical equipment), intangibles, 
contributed services

Objective

• Increase transparency

• Amounts of contributed nonfinancial assets received

• How used to conduct programs 

• Valuation of fair value 

Not-For-Profit Reporting of Contributed Nonfinancial Assets



8Old Disclosures vs. New Disclosures

Existing
• Description of the programs or activities for 

which services were used
• Nature and extent of contributed services 

received
• Amount of revenue recognized
• Encouraged to disclose the fair value of 

contributed services but not recognized as 
revenue, if practicable

New
• Present contributed nonfinancial assets as 

separate line items on Statement of Activities
• Disclosure disaggregation by category of 

nonfinancial asset
oUsed or monetized
 Areas or programs used
 Monetization policies

• Description of donor restrictions 
• Valuation techniques 
• Principal market (or most advantageous 

market) used to arrive at fair value



9Example Presentation and Disclosures
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• Services that create or enhance nonfinancial asset

• Nonfinancial assets include land, building, use of facilities/utilities, 
materials and supplies, intangible assets, or services

• Services that require specialized skills, are provided by individuals 
possessing those skills and would typically need to be purchased if not 
provided by donation

• Accountants, architects, carpenters, doctors, lawyers, and other 
professionals

Contributed Services – When to Record?
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• Recipient has discretion in using or distributing the contributed good

• Discretion = variance power

• Risks and rewards of ownership over the contributed good (risk of loss if 
destroyed and ability to benefit off the goods)

• Physical possession of the goods

• Constructive possession

Contributed Goods – When to Record?
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13Frequently Missed Contributed Nonfinancial Assets

Contributed advertisement and radio time

Contributed use of facilities/utilities

Contributed personnel costs

Contributions for fundraisers

Contributed administrative costs
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ASU 2016-02 
ASC 842 - LEASES



15ASC 842, Leases

• Effective for private companies and private NFPs, fiscal years beginning after December 15, 2021 (Calendar 
YE 2022, FYE 2023)

• ASC 842 does not apply to any of the following:
• Leases of intangible assets
• Leases to explore for or use minerals, oil, natural gas, and similar nonregenerative resources
• Leases of biological assets, including timber
• Leases of inventory
• Leases of assets under construction
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DEFINITION OF A LEASE

A contract, or part of a contract, that conveys the right to 
control the use of identified property, plant, or equipment 

(an identified asset) for a period of time in exchange for 
consideration.



17Determining Whether a Contract is a Lease

• ASC 842 requires an entity to 
determine whether a contract is a lease 
or contains a lease at the inception of 
the contract, considering all relevant 
facts and circumstances.

• The flowchart to the right depicts the 
decision-making process for 
determining whether an arrangement is 
or contains a lease.



18Determining Whether a Contract is a Lease

• An identified asset can be either 
implicitly or explicitly specified in a 
contract

• Substantially all – while not defined in 
the guidance, the FASB states that “one 
reasonable approach” would be to 
conclude that 90% or more of the fair 
value of the underlying asset amounts to 
substantially all the fair value of the 
underlying asset.
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20Substitution Rights

• A substitution right is substantive when BOTH of the following conditions are met:

• The supplier has the practical ability to substitute alternative assets throughout the period of use (e.g., the 
customer cannot prevent the supplier from substituting an asset, and alternative assets are readily available 
to the supplier or could be sourced by the supplier within a reasonable period of time)

• The supplier would benefit economically from the exercise of its right to substitute the asset (i.e., the 
economic benefits associated with substituting the asset are expected to exceed the costs associated with 
substituting the asset)

• Even if an asset is specified, a customer does not have the right to use an identified asset if, at inception of the 
contract, a supplier has the substantive right to substitute the asset throughout the period of use



21Determining Whether a Contract is a Lease

• When evaluating whether a customer 
has the right to direct how and for what 
purpose the asset is used throughout 
the period of use, the focus should be on 
whether the customer has the decision-
making rights that will most affect the 
economic benefits that will be derived 
from the use of the asset.

• The decision-making rights that are 
most relevant are likely to depend 
on the nature of the asset and the 
terms and conditions of the 
contract.



22Lease Classification

• A lessee shall classify a lease as a finance lease when the lease meets any of the following criteria at lease 
commencement:

• The lease transfers ownership of the underlying asset to the lessee by the end of the lease term
• The lease grants the lessee an option to purchase the underlying asset that the lessee is reasonably 

certain to exercise
• The lease term is for the major part of the remaining economic life of the underlying asset
• The present value of the sum of the lease payments and any residual value guaranteed by the lessee 

that is not already reflected in the lease payments equals or exceeds substantially all of the fair value of 
the underlying asset

• The underlying asset is of such a specialized nature that it is expected to have no alternative use to the 
lessor at the end of the lease term

• When none of the criteria above are met, a lessee shall classify the lease as an operating lease
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• Lease Liability:
• At the commencement date, a lessee initially measures the lease liability at the present value of the 

lease payments to be made over the lease term.
• Commencement Date – the date on which the lessor makes an underlying asset (i.e., the property, 

plant or equipment that is subject to the lease) available for use by the lessee.
• In some cases, the commencement date of the lease may be before the date stipulated in the 

lease agreement (e.g., the date rent becomes due and payable)
• Lease Payments – payments, made by a lessee to a lessor, relating to the right to use an underlying 

asset during the lease term and include the following amounts:

Lessee Accounting Initial Measurement
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• Lease Liability, Cont.:
• At the commencement date, a lessee initially measures the lease liability at the present value of the lease 

payments to be made over the lease term.
• Discount Rate – the discount rate for the lease is the rate implicit in the lease unless that rate cannot be 

readily determined. In that case, the lessee is required to use its incremental borrowing rate. 
• ASU No. 2021-09, Leases: Discount Rate for Lessees That Are Not Public Business Entities

• A lessee that is not a public business entity is permitted to use a risk-free discount rate for the 
lease instead of its incremental borrowing rate, as an accounting policy election made by class 
of underlying asset. 

• A lessee is still required to use the rate implicit in the lease when it is readily determinable, 
regardless of whether the lessee has made the risk-free rate election

Lessee Accounting Initial Measurement
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• Lease Liability, Cont.:
• At the commencement date, a lessee initially measures the lease liability at the present value of the lease 

payments to be made over the lease term.
• Lease Term – the noncancellable period for which a lessee has the right to use an underlying asset, 

together with all of the following:
• Periods covered by an option to extend the lease if the lessee is reasonably certain to exercise 

that option
• Periods covered by an option to terminate the lease if the lessee is reasonably certain not to 

exercise the option
• Periods covered by an option to extend (or not to terminate) the lease in which exercise of the 

option is controlled by the lessor

Lessee Accounting Initial Measurement



28Lessee Accounting Initial Measurement

• Right-of-Use Asset:
• A lessee initially measures the right-of-use asset at cost, which consists of all of the following:

Lease liability +Lease 
prepayments

Initial direct 
costs

Lease 
incentives 
received

ROU asset+ - =



29Lessee Accounting Subsequent Measurement

• Operating Leases:
• A lessee recognizes a single lease cost for an operating lease on a straight-line basis.

• Finance Leases:
• A lessee shall recognize amortization of the right-of-use asset and interest on the lease liability

• A lessee shall amortize the right-of-use asset on a straight-line basis, unless another systematic basis is 
more representative of the pattern in which the lessee expects to consume the right-of-use asset’s 
future economic benefits

• A lessee shall amortize the right-of-use asset from the commencement date to the earlier of the end of 
the useful life of the right-of-use asset or the end of the lease term. 
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31Presentation on Financials

• Operating Leases:
• Statement of Financial Position

• Right-to-use assets (ROU)
• Lease liability

• Statement of Activities
• Lease expense included as part of expenses

• Finance Leases:
• Statement of Financial Position

• Right-to-use assets (ROU)/Net property and equipment
• Lease liability

• Statement of Activities
• Lease related amortization and lease related interest expense (separate lines)



32Presentation on Financials

• Operating Leases:
• Statement of Cash Flows

• Cash payments for leases presented with operating activities
• Changes in ROU asset and lease liability as change in net assets
• Noncash activity as appropriate

• Finance Leases:
• Statement of Cash Flows

• Cash payments for principal portion presented with financial activities
• Noncash activity as appropriate

• Extended footnote disclosures are required



33Presentation on Financials - Example
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37Adoption for Existing Leases

• Transition Method Elected
• Retrospectively to each prior reporting period presented in the financial statements

• i.e. If we presented comparative financial statements for the year ended 12/31/2022, this method would adopt ASC 
842 as of 1/1/2021.

• Retrospectively at the beginning of the period of adoption
• i.e. If we presented comparative financial statements for the year ended 12/31/2022, this method would adopt ASC 

842 as of 1/1/2022.

• Practical Expedients Elected
• Package of 3:

• Need not reassess whether any expired or existing contracts are or contain leases
• Need not reassess the lease classification for any expired or existing leases
• Need not reassess initial direct costs for any existing leases

• Use of hindsight in determining the lease term
• Not assess whether existing or expired land easements that were not previously accounted for as leases under ASC 840 are 

or contain a lease under ASC 842



38Questions for Consideration
• Does the Company have dedicated tooling used in production?

• Does the Company have contracts related to shuttle buses 
and/or rail cars?

• Does the Company utilize any type of storage units?

• Does the Company have cable set top boxes?

• Does the Company utilize billboards?

• Does the Company pay for any parking lots/spaces for its 
employees and/or customers?

• Does the Company have any “cloud” contracts?

• Does the Company have contracts with any data centers or 
outsourced IT arrangements?

• Does the Company utilize any equipment in outsourced 
contracts?

• Does the Company have any logistics contracts with specified 
access to trucks, boats, planes?

• Does the Company have any contract manufacturing agreements 
(common in pharmaceutical and medical devices)?

• Does the Company have access to any luxury boxes at sporting 
events?

• Does the Company pay for employees to have access to vending 
machines, water coolers, etc.?

• Does the Company have contracts related to shredding boxes?

• Does the Company have a contract with a supplier related to artificial 
plants?

• Does the Company advertise through the use of things like signage at 
stadiums, ads on gas station TVs, etc.?

• Does the Company have any outsourced manufacturing 
arrangements, which provide exclusive use of space and/or equipment 
in a facility (including related parties)?

• Does the Company have any agreements that bundle a service with 
the use of a device (i.e. copiers, phones, cafeterias, hospital beds, fleet 
vehicles, offices in other locations)?

• Does the Company utilize high dollar construction equipment (i.e. 
cranes, high-lows, scaffolding, etc.)?

• Does the Company have any supply arrangements/placed equipment 
(i.e. medical devices, gas cannisters, hand sanitizers, consumables)?
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COVID Funding
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Provider 
Relief Funds 
(PRF)

Health Resources & Services Administration
• Reporting based on Portal dates
• Single audit required for recipients that 

spent more than $750,000
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COVID-19 FEDERAL FUNDING

Provider Relief Funds
Medicaid Cluster

Federal Transit Cluster
Emergency Rental Assistance

Key things to remember:
•Apply ASU 2018-08 NFP reporting standard 

•Typically will be a conditional contribution
•Over $750,000 with trigger a required single audit 



43Thank you for joining us!

Paula Bedford, CPA
Principal

Public Sector Assurance

Stay up-to-date on helpful 
resources for your organization 
at www.rehmann.com.

Questions?
Please contact us at:
publicsector@rehmann.com

mailto:publicsector@rehmann.com
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