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ASC Topic 958, Subtopic 605
25-16 Contributions of services shall be recognized if the services received meet any of the
following criteria:
a. They create or enhance nonfinancial assets.
b. They require specialized skills, are provided by individuals possessing those skills, and
would typically need to be purchased if not provided by donation. Services requiring specialized
skills are provided by accountants, architects, carpenters, doctors, electricians, lawyers, nurses,
plumbers, teachers, and other professionals and craftsmen.
Contributed services and promises to give services that do not meet these criteria shall not be
recognized. See Examples 7 through 11 (paragraph 958-605-55-52 through 55-68) for illustrations of

this guidance.

25-17 Contributed services (and the related assets and expenses) shall be recognized if
employees of separately governed affiliated entities regularly perform services (in other than an
advisory capacity) for and under the direction of the donee and the recognition criteria for

contributed services are met.

50-1 An entity that receives contributed services shall describe the programs or activities for
which those services were used, including the nature and extent of contributed services received for
the period and the amount recognized as revenues for the period. Entities are encouraged to disclose
the fair value of contributed services received but not recognized as revenues if that is practicable.
The nature and extent of contributed services received can be described by nonmonetary information,
such as the number and trends of donated hours received or service outputs provided by volunteer
efforts, or other monetary information, such as the dollar amount of contributions raised by
volunteers. Disclosure of contributed services is required regardless of whether the services received

are recognized as revenue in the financial statements.

Example 7: Contribution of Services to Construct a Building

55-52 This Example illustrates the application of the recognition and measurement principles
of paragraphs 958-605-25-16 and 958-605-30-10.
55-53 Institute G decides to construct a building on its property. It obtains the necessary



architectural plans and specifications and purchases the necessary continuing architectural services,
materials, permits, and so forth at a total cost of $400,000. A local construction entity contributes the
necessary labor and equipment. An independent appraisal of the building (exclusive of land),
obtained for insurance purposes, estimates its fair value at $725,000.

55-54 Institute G would recognize the services contributed by the construction entity because
the contributed services received meet the condition in paragraph 958-605-25-16(a) (the services
received create or enhance nonfinancial assets) or because the services meet the condition in
paragraph 958-605-25-16(b) (the services require specialized skills, are provided by individuals
possessing those skills, and would typically need to be purchased if not provided by donation).
Contributions of services that create or enhance nonfinancial assets may be measured by referring to
either the fair value of the services received or the fair value of the asset or of the asset enhancement
resulting from the services (see paragraph 958-605-30-10). In this Example, the fair value of the
contributed services received could be determined by subtracting the cost of the purchased services,
materials, and permits ($400,000) from the fair value of the asset created ($725,000), which results
in contributed services received of $325,000. Alternatively, the amount the construction entity would
have charged could be used if more readily available.

55-55 If some of the labor did not require specialized skills and was provided by volunteers,
those services still would be recognized because they meet the condition in paragraph
958-605-25-16(a).

Example 8: Contribution of Teaching Services

55-56 This Example illustrates the application of the recognition and measurement principles
of paragraphs 958-605-25-16 and 958-605-30-10.
55-57 Faculty salaries are a major expense of University H. The faculty includes both

compensated faculty members (approximately 80 percent) and uncompensated faculty members
(approximately 20 percent) who are associated with religious orders and contribute their services to
the university. The performance of both compensated and uncompensated faculty members is
regularly and similarly evaluated; both must meet the university's standards and both provide
services in the same way.

55-58 University H would recognize both revenue and expense for the services contributed by
the uncompensated faculty members because the contribution meets the condition in paragraph
958-605-25-16(b). Teaching requires specialized skills; the religious personnel are qualified and
trained to provide those skills; and University H typically would hire paid instructors if the religious
personnel did not donate their services. University H could refer to the salaries it pays similarly
qualified compensated faculty members to determine fair value of the services received.

55-59 Similarly, if the uncompensated faculty members were given a nominal stipend to help



defray certain of their out-of-pocket expenses, University H still would recognize both revenue and
expense for the services contributed. The contribution received would be measured at the fair value

of the services received less the amount of the nominal stipend paid.

Example 9: Contribution of Board of Trustee Services

55-60 This Example illustrates the application of the recognition and measurement principles
of paragraphs 958-605-25-16 and 958-605-30-10.
55-61 A member of the board of trustees of Civic Organization I is a lawyer and from time to

time in the capacity of a trustee provides advice on general business matters, including questions
about business opportunities and risks and ethical, moral, and legal matters. The advice provided on
legal matters is provided as a trustee in the role of a trustee, not as a lawyer, and the opinions
generally are limited to routine matters. Generally, the lawyer suggests that Civic Organization |
seek the opinion of its attorneys on substantive or complex legal questions. All of Civic Organization
I's trustees serve without compensation, and most trustees have specialized expertise (for example, a
chief executive officer, a minister, a physician, a professor, and a public accountant) that makes their
advice valuable to Civic Organization I. The trustee-lawyer also serves without compensation as a
trustee for two other charitable organizations.

55-62 Civic Organization | would be precluded from recognizing the contributed services it
receives from its trustee-lawyer or its other trustees because the services contributed do not meet
either of the conditions in paragraph 958-605-25-16. The condition in (a) in that paragraph is not
relevant. The trustee-lawyer's services do not meet the condition in (b) in that paragraph because the
substantive or complex legal questions that require the specialized skills of a lawyer are referred to
Civic Organization I's attorneys or because the advice provided by trustees typically would not be

purchased if not provided by donation.

Example 10: Contribution of Companion Services

55-63 This Example illustrates the application of the recognition and measurement principles
of paragraphs 958-605-25-16 and 958-605-30-10.
55-64 Hospital J provides short-term inpatient and outpatient care and also provides long-term

care for the elderly. As part of the long-term care program, the hospital has organized a program
whereby local high school students may contribute a minimum of 10 hours a week, from 3:00 p.m.
to 6:00 p.m., to the hospital. These students are assigned various duties, such as visiting and talking
with the patients, distributing books and magazines, reading, playing chess, and similar activities.
Hospital J does not pay for these services or similar services. The services are accepted as a way of
enhancing or supplementing the quality of care and comfort provided to the elderly long-term care

patients.
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55-65 Hospital J would be precluded from recognizing the contributed services because the
services contributed do not meet either of the conditions in paragraph 958-605-25-16. The condition
in (a) in that paragraph is not relevant. The condition in (b) in that paragraph has not been met
because the services the students provide do not require specialized skills nor would they typically

need to be purchased if not provided by donation.

Example 11: Contribution of Fundraising Services

55-66 This Example illustrates the application of the recognition and measurement principles
of paragraphs 958-605-25-16 and 958-605-30-10.
55-67 College K conducts an annual fund-raising campaign to solicit contributions from its

alumni. In prior years, College K recruited unpaid student volunteers to make phone calls to its
alumni. This year, a telemarketing entity, whose president is an alumnus of College K, contributed
its services to College K for the annual alumni fundraising campaign. The entity normally provides
telemarketing services to a variety of clients on a fee basis. College K provided the entity with a list
of 10,000 alumni, several copies of a typed appeal to be read over the phone, and blank contribution
forms to record pledges received. The entity contacted most of the 10,000 alumni.

55-68 College K would be precluded from recognizing the contributed services of the
telemarketing entity. The condition in paragraph 958-605-25-16(a) is not relevant. The condition in
paragraph 958-605-25-16(b) has not been met because the services do not require specialized skills
or because College K typically would not need to purchase the services if they were not provided by
donation. College K normally conducts its campaign with untrained students in a manner similar to

the manner used by the telemarketing firm.

SFAS 116

118. Most not-for-profit organizations receive and use contributed services in their operations, but
few recognize them as revenues and expenses. The health and welfare Guide says that “because of
the difficulty of placing a monetary value on donated services, and the absence of control over them,
the value of these services often is not recorded as contributions [revenue] and expense” (page 21).
However, the Guide requires recognition of revenue and expense under certain specified conditions,
and although it does not encourage recognition of services received under other conditions, it does
not preclude their recognition. In contrast, SOP 78-10, paragraph 67, precludes recognition of
services not meeting similar conditions, and it has been interpreted by some as permitting rather than

requiring recognition of contributed services meeting its conditions.

119. The Board considered that guidance, and the 1990 Exposure Draft proposed conditions for

recognition of contributed services that generally are measurable with sufficient reliability. That

11



Exposure Draft also encouraged recognition of other contributed services if they could be measured
with sufficient reliability and at a reasonable cost. Permitting entities to recognize other measurable

services was believed to be a reasonable step to allow practice to continue to evolve.

120. Some respondents to the 1990 Exposure Draft said that recognition of contributed services
should not be required under any circumstances because the benefits of reporting information about
their fair values would not exceed the cost to provide that information. Some respondents suggested
recognizing only services that are donated by qualified entities if they would normally be purchased
or suggested other conditions that focused on services integral to an organization’s mission. Still
other respondents, including users of financial statements, expressed concern about encouraging
recognition of measurable services that did not meet the conditions. They questioned whether those
services would be measured reliably and said standards are necessary to limit rather than encourage

diverse recognition practices.

121. Because of user skepticism about the information provided by recognizing most contributed
services and concerns raised about the cost to provide that information, the Board decided to revise
the recognition criteria proposed by the 1990 Exposure Draft. The Board believes the conditions of
paragraph 9 of this Statement limit recognition to only those services that will provide information
that is clearly relevant, clearly measurable, and obtainable at a cost that does not exceed the benefits
of the information provided. By drawing on existing industry guidance, the revised criteria should
help minimize disruption to practice yet also should improve practice by eliminating certain

inconsistencies in the existing guidance.

122. The Board also decided, for practical reasons, to preclude recognition of contributed services
received that do not meet the conditions of paragraph 9 of this Statement. Respondents to the 1990
Exposure Draft expressed strong concerns about any permissive recognition. They said that methods
of measurement and assumptions would vary considerably between entities, that resulting financial
information often would not be reliable, or that discretionary recognition would lead to differing
accounting practices or perhaps practices biased toward presenting favorable ratios of program or
fund-raising cost to total expenses. The Board believes that the disadvantages of inconsistent
recognition practices outweigh the advantages of permitting discretionary recognition as a means for

practice to evolve.
123. The Board also concluded that nonmonetary information about the nature and extent of

contributed services received is useful in understanding an organization’s operations, including its

dependence on contributed services. Accordingly, the Board decided that organizations should
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describe the programs or activities for which contributed services are received and used.
Nonmonetary information, such as the number and trends of donated hours received or service
outputs provided by volunteer efforts, may be helpful in assessing the success and long-term
viability of the organization. Other monetary information about contributed services received also
may be helpful, such as the fair values of contributed services not recognized or the dollar amount of

contributions raised by volunteers.

124. Views of respondents to the 1992 Exposure Draft differed on recognition of contributed
services. Some said that the revised criteria are a significant improvement over the original proposal.
Others said the criteria are too restrictive and preclude recognition of some contributed services that
are both relevant and measurable with sufficient reliability. Some reiterated concerns raised in
paragraph 120. The Board considered those comments and concluded that the criteria in paragraph 9
are necessary to limit recognition to only those services that are clearly relevant and measurable at a

cost that does not exceed the benefits of the information provided.

SORP 2005

Paragraph 51 Where a charity makes significant use of volunteers in the course of undertaking
its charitable or income generating activities this should be explained. Whilst measurement issues,
including attributing an economic value to such unpaid voluntary contributions, prevents the
inclusion of such contributions within the Statement of Financial Activities (see paragraph 133), it is
nevertheless important for readers to be provided with sufficient information to understand the role
and contribution of volunteers. Such information may, for example, explain the activities that
volunteers help provide, quantify the contribution in terms of hours or staff equivalents, and may
present an indicative value of this contribution.

Paragraph 133 A charity may receive assistance in the form of donated facilities, beneficial loan
arrangements or donated services. Such incoming resources should be included in the Statement of
Financial Activities where the benefit to the charity is reasonably quantifiable and measurable. The
value placed on these resources should be the estimated value to the charity of the service or facility
received: this will be the price the charity estimates it would pay in the open market for a service or
facility of equivalent utility to the charity.

Paragraph 134 Donated services and facilities recognised in financial statements would include
those usually provided by an individual or entity as part of their trade or profession for a fee. In
contrast, the contribution of volunteers should be excluded from the Statement of Financial
Activities as the value of their contribution to the charity cannot be reasonably quantified in financial
terms. Commercial discounts should not be recognized as incoming resource except where they

clearly represent a donation.
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