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Grants

Understanding contracts

• Know your grant terms  

• Revenue recognition

o Various types of grants

Record Keeping

Best Practices

• Tracking funding sources

• Tracking programs

Overview
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"Why should I read my 
contracts?! They’re long, 
boring, and confusing! I don't 
have time for that!" 

- Every accountant everywhere before this 
presentation

 

Understanding Grant Contracts 
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Your Contracts Determine:
• When you recognize 

revenue 
AND

• If, when, and how you get 
paid (and if you get to keep 
that money) $$$

Why It’s Important
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What To Look For:

• Term (time period)

• Total award

• Payment terms 

• Conditions and/or donor 
restrictions 

• Reporting requirements 

• Budget 

• Compliance requirements 

Understanding Contracts
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Sample Contract
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Sample Contract, cont.
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Sample Contract, cont.
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Sample Contract, cont. 

While this grant does not 
explicitly use the term "expense 
reimbursement", the reading the 
terms tells us this is what the 
grant is. 
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When in doubt, reach out! 
Questions about your grant requirements? 

• Check online: does the granting 
agency or specific grant program 
have a website with an FAQ? 

• Do you have a direct contact at the 
granting agency? 

• Does the grant application or award 
have a contact email? 

Being proactive in communicating and 
making good faith efforts to comply with 
grants goes a long way! 

Understanding Contracts, cont. 
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If a transaction is deemed to be a contribution then the following needs to be 
considered:

• Donor Imposed Condition – new definition
a. Is there a barrier the nonprofit must overcome to be entitled to the resources 

provided and

b. Does the contributor retain either a right of return to the resources provided or a 
right of release of promisor from its obligation to transfer resources.

• Barrier
a. The nonprofit is required to achieve a measurable outcome (help a specific number 

of beneficiaries or produce a certain number of units).

b. The nonprofit is required to overcome a barrier related to the primary purpose of 
the agreement (this excludes trivial or administrative requirements).

c. The nonprofit has limited discretion over how the resources are spent (a 
requirement to follow specific guidelines about incurring qualifying expenses).

Conditions for Revenue Recognition
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Is there a donor-imposed condition or 
conditions present (a barrier and a right 
of return/right of release must exist)?

Yes

No

It is conditional.  Recognize when the 
condition or conditions are met.

• Received the cash but haven't met the 
condition at year end? Record that cash 
receipt as deferred revenue, a liability 
account. 

It is unconditional. Recognize revenue 
in appropriate net asset class (aka a 
Not-For-Profit's Equity accounts).

• Haven't received the cash but got 
the unconditional promise to give? 
Record a receivable for year end. 

Meeting of Condition

Revenue Recognition and Net Asset Classification
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Are restrictions present 
(that is, limited purpose or 

timing)?

It is unconditional 
and with donor 

restrictions.

It is unconditional and 
without donor 
restrictions.

Yes No

Revenue Recognition and Net Asset Classification
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• Unrestricted Grants

• Cost Reimbursement Grants

• Milestone Grants

• Donor Restricted Grants

o Time Restricted

o Purpose Restricted

Types of Grants
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Definition: a financial contribution to an organization that can be used 
for any purpose that the organization chooses. 

Also referred to as "General Operating Grants"

Unrestricted grants are more flexible than grants intended for a specific 
purpose or project

• General operating expenses

• Fill gaps in program funding

Unrestricted Grants
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Reporting: unrestricted grants do 
not typically come with any 
reporting requirements

• Although unrestricted, it's 
important to know how you are 
spending your funding. 

o Contributes to better 
decision making

o Ability to budget and 
forecast more accurately

Unrestricted Grants, cont.



PAG
E 18

Delivering Confidence

Revenue Recognition: Recognize 
revenue when an unconditional 
promise to give has been received  

Unrestricted Grants, cont.
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Helps build trust with donors!

When funders offer unrestricted grants, they expect the 
organization to demonstrate a high degree of responsibility with 
record keeping & reporting.

Unrestricted Grants, cont.
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Longevity!

Unrestricted, multi-year funding 
can help support longevity by 
allowing the organization to build 
relationships, refine their practices, 
and continually re-evaluate their 
programming. 

Unrestricted Grants, cont.
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Definition: A grant that allows for 
the billing (or "vouching") of costs 
as they are incurred. The grantor 
reimburses the grantee for actual 
costs of the project. The grantee is 
typically paid monthly or quarterly. 

Cost Reimbursement Grants
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Expenses
• Expenses are incurred upfront and then vouchered to the granting 

organization for reimbursement. 
• Expenses MUST be in accordance with the grant budget!

Cost Reimbursement Grants, cont.
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• Voucher Documentation:
• Receipts MUST be submitted with the voucher

 No Receipt? 
 NO REIMBURSEMENT 

Cost Reimbursement Grants, cont.
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Revenue Recognition

Revenue is recognized as the expenses are incurred, typically monthly 
even if the vouchering process is on a quarterly basis. 

• Invoices are created to reflect the anticipated revenue & 
receivable for that months' expenses. 

Cost Reimbursement Grants, cont.



PAG
E 25

Delivering Confidence

• Timely Submission! 

• It is important to stay on top of timely submissions with accordance 
to the grant guidelines, whether that be monthly or quarterly.

o Failure to adhere to timely submissions can cause serious cash 
flow issues, especially for smaller organizations!

Cost Reimbursement Grants, cont.



PAG
E 26

Delivering Confidence

Example:
The organization incurred $2,565.23 of expense in the month of December:

• An Invoice would be created for $2,565.23 as of 12/31/2024 to 
reflect the amount that should be reimbursed by the grant.

• This invoice will remain in Accounts Receivable until the voucher 
has been prepared, submitted, approved and reimbursement has 
been received.

Cost Reimbursement Grants, cont.
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• Definition: a funding arrangement where the funds are released to a 
recipient in stages, or "milestones", as they are achieved. Milestones 
are specific, pre-determined goals that indicate important activities 
or stages of development in a project.

• Also referred to as "Measurable Performance"

Milestone Grants
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• There should be enough milestones to measure progress, but no so 
many that they are difficult to manage!

• Reports on milestones are typically 

done on a quarterly basis but can be 

requested as often as monthly

Milestone Grants, cont.
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Failure to meet milestones can result in:

• Renegotiation

• Acceleration of effort

• Termination of the grant

Milestone Grants, cont.
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A local foundation gives the organization a grant in the amount of 
$100,000 to provide specific career training to disabled veterans. The 
grant requires that the organization provides training to at least 2,000 
disabled veterans during the next fiscal year (500 per quarter), with 
specific minimum targets that must be met each quarter. 

The foundation will only give the organization $25,000 per quarter if 
it demonstrates that those services have been provided to at least 500 
disabled veterans during the quarter. 

Milestone Grant Example
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The organization determines that the grant should be accounted for as 
conditional. 

The agreement contains a right of release from obligation because the 
resources provider will only transfer assets if the organization provides 
training to at least 2,000 disabled veterans during the year (with a 
minimum requirement of 500 disabled veterans per quarter) as specified 
in the agreement.

Milestone Grant Example, cont.
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The foundation requires the organization to achieve a specific level of 
service that would be considered a measurable performance-related 
barrier (in the form of milestones) by specifying 500 disabled veterans 
per quarter. 

In this example, the organizations entitlement to the transferred assets 
is contingent upon serving at least 500 disabled veterans.

The contribution is recognized as revenue as the milestones are met. If 
an advance is received, it would be recorded in deferred revenue until 
the milestone is met. 

Milestone Grant Example, cont.
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Definition: a donation that has a 
time limit or specific purpose, and 
the funds can only be used for that 
purpose or within that time frame 

Donor Restricted Grants
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Time Restricted: A donation or 
grant given to the organization that 
has a set period of time for the 
organization to fulfill its obligations. 
The donor may also choose to give 
the donation in installments over 
time. 

Donor Restricted Grants, cont.
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Time Restricted Revenue 
Recognition

Revenue is either recognized when 
the cash is received or shown as 
deferred revenue until the time 
obligation has been met. At that 
time, the revenue can be 
recognized. 

Donor Restricted Grants, cont.
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A local foundation gives the organization a grant in the amount of 
$144,000 to support the overall mission, however, this grant comes with 
a time restriction: the funds must be spent within 12 months of the date 
of receipt. 

The foundation disburses the entire $144,000 within 5 business days of 
the receiving the signed agreement. 

Time Restricted Grant Example
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The organization determines that the grant should be accounted for as 
unconditional.

The organization decides to recognize the full $144,000 in revenue on 
the day of receipt of the funds. 

The agreement specifies that the organization must use the funds to 
support its overall mission within the next 12-months. Over the next 12 
months the organization must keep meticulous records of expenditures 
related to this grant and may also need to provide periodic reports to 
the foundation detailing how funds are being used. 

Time Restricted Grant Example, cont.
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Purpose Restricted: A donation or 
grant given to the organization that 
is for a specific purpose or 
program. The donor or grantor 
places restrictions on how the 
funds can be used.

Donor Restricted Grants, cont.
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Purpose Restricted Revenue 
Recognition

Revenue is recognized at the time 
it is received and expenses are 
allocated against it as they are 
incurred.

Donor Restricted Grants, cont.
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A local foundation gives the organization a grant in the amount 
of $85,000 to support the salary of their new Executive Director. The 
organization has experienced some hardship over the last year and 
finally found the right Executive Director to help get the center back on 
track. The foundation supports the centers mission and recognizes the 
importance of being able to fund this position. 

The foundation disburses the entire $85,000 within 5 business days of 
the receiving the signed agreement. 

Purpose Restricted Grant Example
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The organization determines that the grant should be accounted for as 
unconditional.

The organization decides to recognize the full $85,000 in revenue on the 
day of receipt of the funds. 

The agreement specifies that the organization must use the funds solely 
for the Executive Director's salary. The organization should keep 
meticulous records related to the Executive Director's salary and may 
also be required to provide support to the foundation. 

The restriction is released as the salary is expensed. 

Purpose Restricted Grant Example, cont.
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Importance of Internal Grant Tracking

Allows the organization to:

• Properly track expenses among funding sources 

• Evaluate programming

• Ensure there is no "double dipping" on expenses

Internal Grant Tracking
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Statement of Activities: a financial report that shows a nonprofit 
organization's revenue, expenses, and net income over a specific period 
of time. 

Also known as a "Profit & Loss"

• It is one of the essential financial statements for nonprofits and 
is crucial for demonstrating how well the organization manages 
it resources. 

• It can help nonprofits categorize their revenue and expenses and 
identify the need to adjust programming. 

Internal Grant Tracking, cont.
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Statement of Activities by Customer

Also referred to as by " Funding Source"

• Each funding source should be 

set up as its own "Customer"

• Income &Expenses can be allocated to 

that specific customer

 

Internal Grant Tracking, cont.
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Profit & Loss by Customer or "Funding Source" - Cost Reimb.



PAG
E 46

Delivering Confidence

Profit & Loss by Customer or "Funding Source" - Same Funder
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Profit & Loss by Customer or "Funding Source" - Donor Restricted
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Profit & Loss by Customer or "Funding Source"
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• Statement of Activities by Class

o Also referred to as by " Program"

• Each program should be set up as 

its own "Class"

• Income & Expenses can be allocated 

to that specific class

Internal Grant Tracking, cont.
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Profit & Loss by Class or "Program"
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Questions
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Email: cpetrone@dmcpas.com

Web:  www.dmcpas.com
  
Address: 
DM Financial Plaza
221 S. Warren St.
Syracuse, New York 13202-1628

Phone: (315) 472-9127, ext. 246 

Christine N. Petrone, CPB
Director

52
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Email: ajanack@dmcpas.com

Web:  www.dmcpas.com
  
Address: 
DM Financial Plaza
221 S. Warren St.
Syracuse, New York 13202-1628

Phone: (315) 472-9127, ext. 224 

Angela R. Janack, CPA
Senior Audit Manager

53
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This presentation is © 2025 Dannible & McKee, LLP. All rights reserved.  No part of this document 
may be reproduced, transmitted or otherwise distributed in any form or by any means, electronic 
or mechanical, including by photocopying, facsimile transmission, recording, rekeying, or using 
any information storage and retrieval system, without written permission from Dannible & 
McKee, LLP. Any reproduction, transmission or distribution of this form or any material herein is 
prohibited and is in violation of U.S. law. Dannible & McKee, LLP expressly disclaims any liability in 
connection with the use of this presentation or its contents by any third party.

This presentation and any related materials are designed to provide accurate information in 
regard to the subject matter covered, and are provided solely as a teaching tool, with the 
understanding that neither the instructor, author, publisher, nor any other individual involved in 
its distribution is engaged in rendering legal, accounting, or other professional advice and 
assumes no liability in connection with its use. Because regulations, laws, and other professional 
guidance are constantly changing, a professional should be consulted if you require legal or other 
expert advice.

Copyright / Disclaimer
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Any tax advice contained herein was not intended or written to be used, and cannot be 
used, for the purpose of avoiding penalties that may be imposed under the Internal 
Revenue Code or applicable state or local tax law provisions.

Circular 230
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