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Label It
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Evaluation of Grants, Contracts, & Contributions in 
Accordance With ASC 958-605

CONCLUSION: In accordance with ASC 958-605, the grant, contract, 
or contribution is considered:
 An exchange transaction, not subject to ASC 958-605.
 A conditional contribution, without donor restriction.
 A conditional contribution, with donor restriction.
 An unconditional contribution, with donor restriction.
 An unconditional contribution, without donor restriction.
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Evaluation of Grants, Contracts, & Contributions in 
Accordance With ASC 958-605

Step 1: Does the grant, contract, or contribution fall within the scope of 
ASC 958-605?
Step 2: Does the grant, contract, or contribution include a donor-
imposed condition or donor-imposed conditions?
Step 3: Does the grant, contract, or contribution include a donor 
restriction?
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Exchange vs. Nonexchange

 Exchange transaction – resource provider (donor) receives 
commensurate value in return for the resources transferred
- Donor is not synonymous with general public: public benefit ≠ 

commensurate value
- Furthering a donor’s mission does not constitute commensurate 

value
- Type of donor or name of award should not override the substance 

of the transaction
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Indications of Exchange vs. Nonexchange

Exchange

• Expressed intent by both parties is 
to exchange resources for goods or 
services of commensurate value

• Both parties agree on amount of 
assets transferred in exchange for 
goods & services of commensurate 
value

• Contractual provisions for forfeiture 
exceed amount of assets 
transferred as penalty for 
nonperformance

Nonexchange

• CHC solicits assets without intent of 
exchanging goods or services of 
commensurate value

• Donor has full discretion in 
determining amount of assets to be 
transferred

• Penalties for failure to comply are 
limited to delivery of assets or 
services already provided & return 
of unspent funds
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Exchange vs. Nonexchange

Apply Revenue 
Recognition or other 

guidance.

Does each party directly 
receive commensurate 

value?

Yes

No

Nonexchange 
transaction/contribution. 

Apply ASC 958.

Is the transfer of assets 
for an existing 

exchange transaction?

Exchange transaction.

Yes

No
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Conditional vs. Unconditional

Barrier 
that must 

be 
overcome

Right of 
return or 
release 

from 
obligation

Donor-
imposed 
condition
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Indications of a Barrier

 Measurable performance-related barrier or other measurable barrier
- Often coupled with a time limitation (outcomes to be achieved 

within specified time frame)
- Examples

• Specified level of service
• Identified number of units of output
• Specific outcome

- Includes matching requirement (if an identified event occurs)
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Indications of a Barrier

 Limited discretion by CHC on conduct of an activity
- More specific than donor-imposed restriction (which limits use to 

specific activity or time, but not how activity is performed)
- Examples

• Requirement to follow specific guidelines (OMB cost principles)
• Requirement to hire specific individuals
• Specific protocol that must be adhered to
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Indications of a Barrier

 Stipulations related to the purpose of the agreement
- Example: Report conveying research findings on research grant
- Stipulations unrelated to the purpose of the agreement 

(administrative & trivial) are not indicative of a barrier
- Probability of whether CHC is likely to meet the stipulation is not a 

factor
- In cases of ambiguous donor stipulations, presume conditional
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Right of Return or Release from Obligation

 Must be determinable from agreement (or other document 
referenced in agreement): CHC is only entitled to transferred assets 
or future transfer of assets if it has overcome the barrier

 Agreement does not need to have exact wording: right of return or 
release from obligation

 Agreement should make it sufficiently clear about when CHC is 
entitled to transfer of assets

 If not apparent, presume does not include a right of return/release
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Conditional vs. Unconditional

Barrier 
that must 

be 
overcome

Right of 
return or 
release 

from 
obligation

Donor-
imposed 
condition

 Unless barrier & right of return/release, it’s unconditional
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Barriers vs. Restrictions

 Donor-imposed conditions – A barrier that must be overcome before 
the recipient is entitled to the assets transferred or promised

 Donor-imposed restrictions – Donor stipulation that specifies a use 
for a contributed asset
- More narrow than overall CHC mission/operations
- Resources can only be used during a certain time period
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Conditional or Unconditional?
With or Without Donor Restrictions?

Does a donor-imposed 
condition exist?

Unconditional 
contribution without 
donor restrictions.

Yes

No

Are restrictions 
present?

Conditional contribution.

Yes

Meeting of

Condition
Unconditional 
contribution.

Unconditional 
contribution with donor 

restrictions.

No
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Account for It
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Presentation & Disclosure Disclaimers

 All journal entries illustrated assume CHC is following the AICPA’s 
reporting model for Health Care Entities instead of Not-for-Profit 
Entities
- Presentation on Statements of Operations & Changes in Net 

Assets (HC) differs from Statement of Activities (NFP)
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Terminology

 Contribution received = When agreement becomes effective
 Topic 958-605 doesn’t prescribe terminology to use in presentation 

& disclosure
- Typically, in CHCs, nonexchange funding that originates at any 

level of government is referred to as grants versus funding with a 
private source is referred to as contributions
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Terminology
Cash

• Could be other assets (fixed assets) or extinguishment of a liability

Grants receivable
• Contributions receivable

Deferred grant revenue
• Refundable advances

Grant revenue
• Contributions of cash & other financial assets
• Contributions of nonfinancial assets
• Could also be grants for acquisition of property & equipment or contributions of or for acquisition of property & equipment, if 

restricted by donor

Net assets released from restriction
• This is a revenue account similar to grant revenue
• Could also be net assets released from restriction used for purchase of property & equipment, if restricted by donor
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Conditional Contributions

 Upon receipt, disclose:
- Description & amount for each group of promises with similar 

characteristics
- Total of the amounts promised

 Anticipated future support
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Conditional Contributions



FORVIS is a trademark of FORVIS, LLP, registered with the U.S. Patent and Trademark Office.

Conditional Contributions
Without donor restrictions – As 

conditions are satisfied, recognize 
unconditional contribution revenue

Grants Receivable

Debit

Grant Revenue

Credit

With donor restrictions – As 
conditions are satisfied, recognize 

unconditional contribution with 
donor restrictions

Net Assets With 
Donor Restrictions

Credit

Both with & without donor 
restriction – cash is received, 
reverse receivable as usual

Cash

Debit

Grants Receivable

Credit

Grants Receivable

Debit
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Conditional Contributions
If cash is received prior to 

conditions being satisfied, record a 
liability upon receipt of cash

Cash

Debit

Deferred Grant 
Revenue

Credit

Without Donor Restrictions as 
conditions are satisfied, if cash 
was previously received, relieve 

deferred grant revenue instead of 
establishing a receivable

Deferred Grant 
Revenue

Debit

Grant Revenue

Credit

With Donor Restrictions as 
conditions are satisfied, if cash 
was previously received, relieve 

deferred grant revenue instead of 
establishing a receivable

Deferred Grant 
Revenue

Debit

Net Assets With 
Donor Restrictions

Credit
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Conditional Contributions

With donor restrictions – As 
restrictions expire, release net 

assets from restriction

Net Assets With 
Donor Restrictions

Debit

Net Assets Released 
From Restriction

Credit



FORVIS is a trademark of FORVIS, LLP, registered with the U.S. Patent and Trademark Office.

Unconditional Contributions
With donor restrictions – Upon 

receipt, recognize unconditional 
contribution with donor restrictions

Grants Receivable

Debit

Net Assets With 
Donor Restrictions

Credit

As cash is received, reverse 
receivable as usual

Cash

Debit

Grants Receivable

Credit

With donor restrictions – As 
restrictions expire, release net 

assets from restriction

Net Assets With 
Donor Restrictions

Debit

Net Assets Released 
From Restriction

Credit
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Unconditional Contributions
Without restrictions – Upon receipt, 

recognize unconditional 
contribution revenue

NOTE: This treatment is okay as long as cash 
receipt is imminent. If disbursements are 

scheduled out, an implied time restriction exists.

Grants Receivable

Debit

Grant Revenue

Credit

As cash is received, reverse 
receivable as usual

Cash

Debit

Grants Receivable

Credit
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Multiple Conditions or Restrictions

 Multiple or series of conditions – Recognize as unconditional as 
conditions are met
- Ask what satisfies barrier & right of return/release

 More than one donor-imposed restriction – Recognize net assets 
released from restriction when last remaining restriction expires
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Real-World CHC 
Examples
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Real-World CHC 
Examples

A. Federal 330 Grant
B. Dental Equipment & Supplies Grant
C. MacKenzie Scott Award
D. Reimbursement for Services
E. Restricted Purpose With Release 

From Obligation
F. Research Institute With Measurable 

Barrier
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A. Federal 330 Grant
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A. Federal 330 Grant

Step 1:  Does the grant, contract, or contribution fall within the scope 
of ASC 958-605?
 Yes. The public benefit of the Health Center Program does not 

represent commensurate value to the U.S. Department of Health & 
Human Services.
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A. Federal 330 Grant
Step 2:  Does the grant, contract, or contribution include a donor-imposed 
condition or donor-imposed conditions?
 Measurable performance-related barrier or other measurable barrier?

- No. Budgeted encounters in SAC or BPR do not represent a barrier.
 Limited discretion by CHC on conduct of an activity?

- Yes. CHC is subject to cost principles compliance requirements.
 Stipulations related to the purpose of the agreement?

- No. Annual FFR & UDS reports are administrative in nature.
 Right of return or release of obligation?

- Yes. CHC is subject to cash management compliance requirements.
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A. Federal 330 Grant

Step 3:  Does the grant, contract, or contribution include a donor 
restriction?
 No. There are no restrictions on funds beyond the condition. The 

restriction & condition are simultaneously satisfied as qualifying 
expenditures are incurred.
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A. Federal 330 Grant

Conditional Contribution 
Without Donor Restrictions
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A. Federal 330 Grant Entries
As conditions are satisfied, 

recognize unconditional 
contribution revenue.

Grants Receivable

Debit

Grant Revenue

Credit

As cash is received, reverse 
receivable.

Cash

Debit

Grants Receivable

Credit
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B. Dental Equipment & Supplies Grant
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B. Dental Equipment & Supplies Grant

Step 1:  Does the grant, contract, or contribution fall within the scope 
of ASC 958-605?
 Yes. Delta Dental does not receive direct commensurate value.
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B. Dental Equipment & Supplies Grant
Step 2:  Does the grant, contract, or contribution include a donor-imposed 
condition or donor-imposed conditions?
 Measurable performance-related barrier or other measurable barrier?

• No.
 Limited discretion by CHC on conduct of an activity?

• No. A budget alone does not limit discretion of the CHC.
 Stipulations related to the purpose of the agreement?

• No.
 Right of return or release of obligation?

• No.
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B. Dental Equipment & Supplies Grant

Step 3:  Does the grant, contract, or contribution include a donor 
restriction?

- Yes. The funds are restricted to purchase dental equipment & 
implement a new teledentistry program.
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B. Dental Equipment & Supplies Grant

Unconditional Contribution 
With Donor Restriction
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B. Dental Equipment & Supplies Grant

Agreement signed by management 5/12/2022

Agreement dated 5/5/2022

Contribution received in May 2022

Cash received in June 2022

CHC fiscal year-end is May 31
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B. Dental Equipment & Supplies Grant Entries
Upon receipt, recognize 

unconditional contribution with 
donor restrictions.

Grants Receivable

Debit

Net Assets With 
Donor Restrictions

Credit

As cash is received, reverse 
receivable.

Cash

Debit

Grants Receivable

Credit

As restrictions expire, release net 
assets from restriction.

Net Assets With 
Donor Restrictions

Debit

Net Assets Released 
From Restriction

Credit
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C. MacKenzie Scott Award
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C. MacKenzie Scott Award

Step 1:  Does the grant, contract, or contribution fall within the scope 
of ASC 958-605?
 Yes. Although the mission of the foundation is to provide charitable 

donations to non-profit entities, furtherance of this mission does not 
represent commensurate value.
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C. MacKenzie Scott Award
Step 2:  Does the grant, contract, or contribution include a donor-imposed 
condition or donor-imposed conditions?
 Measurable performance-related barrier or other measurable barrier?

- No. 
 Limited discretion by CHC on conduct of an activity?

- No.
 Stipulations related to the purpose of the agreement?

- No.
 Right of return or release of obligation?

- No.
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C. MacKenzie Scott Award

Step 3:  Does the grant, contract, or contribution include a donor 
restriction?
 No. The grant is an unrestricted contribution & can be used at the 

discretion of the CHC.
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C. MacKenzie Scott Award

Unconditional Contribution 
Without Donor Restriction
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C. Mackenzie Scott Award Entries
Upon receipt, recognize 

unconditional contribution revenue
NOTE: This treatment is okay as long as cash 

receipt is imminent. If disbursements are 
scheduled out, an implied time restriction exists.

Grants Receivable

Debit

Grant Revenue

Credit

As cash is received, reverse 
receivable.

Cash

Debit

Grants Receivable

Credit
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D. Reimbursement for Services
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D. Reimbursement for Services
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D. Reimbursement for Services

 Judgment required to determine whether transaction is third-party 
payment on behalf of identified customer or contribution restricted 
for groups of beneficiaries with eligibility criteria

 Fee-for-service grant revenue
- Is there an underlying contract between CHC & patient in which 

CHC would be entitled to payment?
- Think “commercial substance” from ASC 606



FORVIS is a trademark of FORVIS, LLP, registered with the U.S. Patent and Trademark Office.

D. Reimbursement for Services

Step 1:  Does the grant, contract, or contribution fall within the scope 
of ASC 958-605?
 No. Reimbursement is on behalf of a patient for an existing 

exchange transaction with the patient & subject to ASC 606.
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D. Reimbursement for Services

Exchange Transaction
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E. Restricted Purpose With Release From Obligation



FORVIS is a trademark of FORVIS, LLP, registered with the U.S. Patent and Trademark Office.

E. Restricted Purpose With Release From Obligation

Step 1:  Does the grant, contract, or contribution fall within the scope 
of ASC 958-605?
 Yes. The Foundation does not receive direct commensurate value.
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E. Restricted Purpose With Release From Obligation
Step 2:  Does the grant, contract, or contribution include a donor-imposed 
condition or donor-imposed conditions?
 Measurable performance-related barrier or other measurable barrier?

- No.
 Limited discretion by CHC on conduct of an activity?

- No. A budget alone does not limit discretion of the CHC.
 Stipulations related to the purpose of the agreement?

- No.
 Right of return or release of obligation?

- Yes. Unspent grant funds must be returned to/will not be disbursed by 
the donor.
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E. Restricted Purpose With Release From Obligation

Step 3:  Does the grant, contract, or contribution include a donor 
restriction?
 Yes. The funds are restricted to support a “Food is Medicine” approach to 

the healthcare delivery model.
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E. Restricted Purpose With Release From Obligation

Unconditional Contribution 
With Donor Restriction
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F. Research Institute With Measurable Barrier
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F. Research Institute With Measurable Barrier
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F. Research Institute With Measurable Barrier
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F. Research Institute With Measurable Barrier

Step 1:  Does the grant, contract, or contribution fall within the scope 
of ASC 958-605?
 Yes. The CHC retains the right to all work products. The CHC is not 

acting as a vendor to the donor to conduct the donor’s project, but is 
receiving funding from the donor to support the CHC’s project. The 
donor is not receiving direct commensurate value.
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F. Research Institute With Measurable Barrier
Step 2:  Does the grant, contract, or contribution include a donor-imposed 
condition or donor-imposed conditions?
 Measurable performance-related barrier or other measurable barrier?

- Yes. The milestones established in the agreement are measurable.
 Limited discretion by CHC on conduct of an activity?

- No. A budget alone does not limit discretion of the CHC.
 Stipulations related to the purpose of the agreement?

- Yes. The reporting of achievement of milestones is required.
 Right of return or release of obligation?

- Yes. Failure to meet milestones or submit reporting relieves donor of 
obligation to provide funding.
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F. Research Institute With Measurable Barrier

Step 3:  Does the grant, contract, or contribution include a donor 
restriction?
 Yes. Expenses must be incurred consistent with the approved budget.
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F. Research Institute With Measurable Barrier

Conditional Contribution 
With Donor Restriction
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F. Research Institute With Measurable Barrier 
Entries

As conditions are satisfied 
(milestones are met), recognize 
unconditional contribution with 

donor restrictions

Net Assets With 
Donor Restrictions

Credit

As cash is received, reverse 
receivable as usual

Cash

Debit

Grants Receivable

Credit

Grants Receivable

Debit

As restrictions expire (budgeted 
expenses are incurred), release 

net assets from restriction

Net Assets With 
Donor Restrictions

Debit

Net Assets Released 
From Restriction

Credit
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Additional 
Concepts
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Additional Concepts

Simultaneous Release

Placed-in-Service Approach

• Real-World CHC Example: G. ARP Capital

Contributed Use of an Asset

Non-Current Contributions Receivable
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Simultaneous Release

 Policy consideration
 Allows a contribution with donor restrictions to be recognized as a 

contribution without donor restrictions if unconditional contribution is 
received & restriction is released in same period

 May be elected for conditional contributions &/or unconditional 
contributions
- Doesn’t have to be the same, but must be consistent & disclosed
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Simultaneous Release Example

Eligible 
expenditures 
of $10,000 
incurred 
monthly

Unconditional 
contribution 
received on 

June 5, 2023

• $120,000 awarded, 
restricted for use on 
dental services over 
July 1, 2023 – June 
30, 2024

Fiscal year-
end = 

December 31, 
2023
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Simultaneous Release Example
6/5/2023

Grants Receivable
$120,000

Net Assets With 
Donor Restrictions

$120,000

7/31/2023 & each month-end 
through 6/30/2024

Net Assets With 
Donor Restrictions
$10,000

Net Assets Released 
From Restriction

$10,000

Assuming simultaneous release not elected:
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Simultaneous Release Example
6/5/2023

Grants Receivable
$120,000

Net Assets With 
Donor Restrictions

$120,000

7/31/2023 & each month-end 
through 12/31/2023

Net Assets With 
Donor Restrictions
$10,000

Grant Revenue

$10,000

Assuming simultaneous release is elected:
1/31/2024 & each month-end 

through 6/30/2024
Net Assets With 

Donor Restrictions
$10,000

Net Assets Released 
From Restriction

$10,000
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Simultaneous Release

 If simultaneous release policy election is made for unconditional 
contributions, Statements of Operations & Changes in Net Assets 
are impacted

 When applying to conditional contributions, focus on date condition 
was met rather than award date
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Placed-in-Service Approach

 Contributions of cash or other assets that must be used to acquire 
or construct long-lived assets = Donor restricted

 Donor-imposed restrictions on long-lived assets or cash to 
acquire/construct long-lived assets expire when assets are placed in 
service
- Unless donor stipulations limit the use of the assets for a period of 

time or a particular purpose
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Placed-in-Service Approach
As progress of construction is recorded on the books.

Construction in 
Progress

Debit

Accounts Payable 
or Accrued 
Expenses

Credit

Grants Receivable

Debit

Net Assets With 
Donor Restrictions

Credit

Once expenditures are paid, 
drawdown grant funds & reverse 

receivable

Cash

Debit

Grants Receivable

Credit

Part One: Part Two:
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Placed-in-Service Approach
When asset is placed into service, 
release net assets from restriction

Net Assets With 
Donor Restrictions

Debit

Net Assets Released 
From Restriction Used 

for Purchase of 
Property & Equipment

Credit
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Placed-in-Service Approach

 Condition is satisfied as expenditures are incurred
- Don’t forget drawdown percentage (matching requirement), which 

represents second condition
 Restriction expires when assets are placed into service
 Does not change amount to be reported on SEFA or timing of 

drawdowns
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G. ARP Capital
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G. ARP Capital

Step 1:  Does the grant, contract, or contribution fall within the scope 
of ASC 958-605?
 Yes. The U.S. Department of Health & Human Services does not 

receive direct commensurate value for construction activities of the 
CHC.
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G. ARP Capital
Step 2:  Does the grant, contract, or contribution include a donor-imposed 
condition or donor-imposed conditions?
 Measurable performance-related barrier or other measurable barrier?

- Maybe. If budget was approved with non-federal share, a second 
barrier exists.

 Limited discretion by CHC on conduct of an activity?
- Yes. CHC is subject to cost principles compliance requirements.

 Stipulations related to the purpose of the agreement?
- No. Annual FFR & other reporting requirements are administrative.

 Right of return or release of obligation?
- Yes. CHC is subject to cash management compliance requirements.
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G. ARP Capital

Step 3:  Does the grant, contract, or contribution include a donor 
restriction?
 Yes. The grant is a capital grant & funds must be used for capital 

expenditures. 
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G. ARP Capital

Conditional Contribution 
With Donor Restriction
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G. ARP Capital Entries
 Recap from NOA:

- Total award = $938,000
- Federal share = $870,300
- Non-federal share = $67,700

 Calculated drawdown rate = 92.78%

 Doesn’t impact part one of entry, but does impact part two & amount of 
drawdown
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Placed-in-Service Approach

vs.
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Contributed Use of an Asset

 Upon receipt, record contribution as non-operating revenue at fair 
value

 Donor specifying how long a donated asset must be used is an 
explicit donor restriction
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Non-Current Contributions Receivable

 Unconditional contributions receivable that are expected to be 
collected in less than one year may be measured at net realizable 
value

 Present value techniques are the most common way of estimating 
the fair value of contributions receivable in more than one year
- Typically, discount rate based on T-bill rates upon receipt of the 

contribution with a comparable term to the payment timeline
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Subscribe to receive 
Community Health Center 
insights directly to your inbox.

FORsights

forvis.com/subscribe
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Questions?
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Thank you!
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