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                    On June 3, 2020, the Financial Accounting Standards Board (FASB) issued a final Accounting Standard Update (ASU) 2020-05, Revenue from Contracts with Customers (Topic 606) and Leases (Topic 842): Effective Dates for Certain Entities, which defers the effective dates for certain entities to implement ASU 2014-09, Revenue from Contracts with Customers (Topic 606) and ASU 2016-02, Leases (Topic 842).



Revenue Recognition

ASU 2014-09 was originally effective for private and nonprofit entities with fiscal years beginning after December 15, 2017. In August of 2015, the FASB issued ASU 2015-14, Revenue from Contracts with Customers (Topic 606): Deferral of the Effective Date, which deferred the effective date for private and nonprofit entities to annual reporting periods beginning after December 15, 2018.

For the majority of nonprofits, this meant that they were required to implement the standard effective as of January 1, 2019 ( for organizations with a fiscal year ending December 31, 2019) or on July 1, 2019 (for organizations with a June 30, 2020, fiscal year end). As a reminder, this standard primarily impacts earned revenue streams for nonprofit organizations, such as program service fees, tuition, membership revenue, consulting revenue and patient service revenue, to give a few examples.

Regarding private companies and nonprofit organizations, the FASB had received feedback from various stakeholders that these entities are experiencing challenges finalizing their adoption of ASU 2014-09 due to challenges resulting from the global COVID-19 pandemic. The FASB’s response to this was to extend the deferral to certain entities that have not yet issued their financial statements, or made the financial statements available for issuance, reflecting the adoption of the revenue standard.

The amendments in this update defer, for one year, the required effective date of the revenue standard for certain entities, including nonprofit organizations, that have not yet issued their financial statements (or made financial statements available for issuance) reflecting the adoption of the revenue standard. Those entities may elect to adopt the guidance for annual reporting periods beginning after December 15, 2019, or follow the original effective date of annual reporting periods beginning after December 15, 2018.

If your organization has a December 31, 2019, year end and you have not yet issued or made your financial statements available for issuance, you now have the option to defer the implementation of ASU 2014-09 to your fiscal year end of December 31, 2020. Nonprofit organizations with a June 30, 2020, year end also have the option to defer until June 30, 2021. Nonprofit organizations will still be required to implement ASU 2018-08, which impacts accounting for grants and contributions. There has been no deferral provided for that standard.



Leases

ASU 2016-02 was originally effective for private and nonprofit organizations not considered public business entities for fiscal years beginning after December 15, 2019. In November 2019, the FASB issued ASU 2019-10, which among other things deferred the effective dates for private and nonprofit organizations to fiscal years beginning after December 15, 2020.

For most nonprofit organizations, this would have meant implementation would be required for fiscal years ending December 31, 2021, and June 30, 2022. ASU 2019-10 was issued due to the transition challenges of public companies, which are often more significant in small private and nonprofit entities. These challenges have recently also been magnified by COVID-19’s impact.

The FASB was unable to host previously scheduled roundtables to discuss the implementation challenges further, due to the pandemic. With the issuance of ASU 2020-05, the effective date for the adoption of the lease standard is now deferred for private, nonprofit and public nonprofit entities that have not yet issued their financial statements (or made their financial statements available for issuance) reflecting the adoption of the lease standard.

The amendments in the ASU defer the effective date for one year for entities such as private and nonprofit entities and public nonprofit entities that have not yet issued their financial statements (or made financial statements available for issuance) reflecting the adoption of the lease standard. Therefore, under the amendments, the lease standard is effective for private and nonprofit entities for fiscal years beginning after December 15, 2021. Additionally, the lease standard is effective for fiscal years beginning after December 15, 2019, including interim periods within those fiscal years, for public nonprofit entities that have not yet issued financial statements (or made financial statements available for issuance) reflecting the adoption of the lease standard.

For the latest regulatory updates and more information on keeping your business running through disruption, visit our COVID-19 Resource Center.

June 04, 2020

                

                    

    


        


    
        

Stay In Touch


Sign up to stay up-to-date with the latest accounting regulations, best practices, industry news and technology insights to run your business.
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Cannabis
Consumer Business
Distribution/Wholesale
Education
Education: Higher Education
Education: Private
Education: Public
Education: Support Services
Energy
Entertainment
Entertainment: Individual
Entertainment: Sports
Financial Services
Financial Services: Credit Unions
Financial Services: Banking
Financial Services: Brokers
Financial Services: Credit & Lending
Financial Services: Cryptocurrency
Financial Services: Funds
Financial Services: Insurance
Financial Services: Investments
Financial Services: Venture Capital/Private Equity
Food & Beverage: Agriculture
Food & Beverage: Dining & Services
Food & Beverage: Manufacturing & Distribution
Gaming
Gaming: Developers & Publishers
Gaming: Platforms & Distribution
Government
Healthcare
Healthcare: Assisted Living
Healthcare: Diagnostics & Labs
Healthcare: Hospitals & Health Centers
Healthcare: Medical Groups
Individual
Individual: Estates & Trusts
Life Sciences: Biotech
Life Sciences: Medical Devices
Life Sciences: Pharmaceutical
Manufacturing
Manufacturing: Electrical
Manufacturing: High Tech
Manufacturing: Materials
Manufacturing: Transportation
Nonprofit
Nonprofit: Animal & Environmental Welfare
Nonprofit: Arts & Museums
Nonprofit: Associations
Nonprofit: Foundation & Grantmakers
Nonprofit: Religious
Nonprofit: Social/Human Services
Professional Services
Professional Services: Accounting
Professional Services: Human Resources
Professional Services: Legal
Professional Services: Marketing/Media
Real Estate
Real Estate: Architects & Engineers
Real Estate: Commercial/Retail/Industrial
Real Estate: Contractors
Real Estate: Hospitality
Real Estate: REIT, Funds, and Investment Companies
Real Estate: Residential & Multi Family
Rental & Leasing
Solid Waste
Technology
Technology: Digital Media/Ad Tech
Technology
Technology: HealthTech
Technology: Services
Technology: Software
Transportation
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