[bookmark: _Hlk44776174]Running head: CHARITABLE CONTRIBUTIONS AND DEBT: A COMPARISON OF ST. JUDE CHILDREN’S RESEARCH HOSPITAL/ALSAC AND UNIVERSAL HEALTH SERVICES                                                                                                                                       2

CHARITABLE CONTRIBUTIONS AND DEBT: A COMPARISON OF ST. JUDE CHILDREN’S RESEARCH HOSPITAL/ALSAC AND UNIVERSAL HEALTH SERVICES
2










Charitable Contributions and Debt: A Comparison of St. Jude Children’s Research Hospital/ALSAC and Universal Health Services
Name
Institution
Date



Charitable Contributions and Debt: A Comparison of St. Jude Children’s Research Hospital/ALSAC and Universal Health Services
Requirement A: Recording Revenue
1. What is meant by the reference in Table 5.3-1 means to an FAS116 Adjustment?
The reference in table 5.3-1 represents FAS 116 as a schedule of differed debits and credits by contract.  Statement of Financial Account Standards 116 is the primary guidance that provides accounting principles for recording contributions (offered or received) by not-for-profit organizations (NFPs). It is noteworthy that FAS116 only covers contribution revenue and not exchange transactions like program service revenue or certain grants. Specifically, FAS116 utilizes the accrual-based accounting, which is pledges receivable; for this reason, pledges in an FAS116 must be referenced by the year pledged. In table 5.3-1, the reference shows that the pledges were made in 1999 but were to be fulfilled in in subsequent fiscal year as shown by the term ‘deferred’. Therefore, the reference in table 5.3-1 simply implies that they will be fulfilled in the fiscal year 2000. 
2. How are Contributions Recorded? Is there a distinction between pledges receivable and accounts receivable?
Contributions are recorded as a fair value of the assets received, services received, or liabilities settled. The contributions can be direct or indirect public support or even governmental support. It is worth to note that the contributions are recorded immediately the funds (or any contribution) is made or when the pledges are made. There is a difference between pledges received and accounts receivable. Pledges receivable simply implies that a donor has promised to contribute funds or other assets to an organization, but a later date. Pledges receivable can be conditional or unconditional. On the other hand, accounts receivable implies to revenues that are recognized an organization but have not yet been collected. Based on Table 5.3-1 for the fiscal year ended 1999, unlike ALSAC which records both accounts receivable and pledges receivable, St. Jude Children’s research hospital only records accounts receivable and does not recognize pledges receivable. The rationale behind the contribution recording by St. Jude is because contributions should be unconditional. 
3. Are there circumstances when financial statements can quantify volunteers’ services
The financial information provided in the case St. Jude’s shows that they have not quantified the value of volunteers’ services. However, there some circumstances when financial statements can quantify volunteers’ services. For example, in the case of St. Jude, suppose the organization needed coding, which is payable on a timely basis and volunteer coders decided to offer the services. In this case, the organization can easily quantify the volunteer time. Moreover, the Financial Accounting Standards Board 116 holds that volunteer time can be quantified in an effort by the organization to recognize volunteer services Thomas et al., 2014.  
4. Can financial statement users of not-for-profit hospitals’ financial statements expect to be fully informed regarding affiliated parties, such as the linkages between St. Jude Children’s Research Hospital, ALSAC, and the foundation cited? Explain.
Financial statement users of not-for-profit hospitals can expect to be fully informed regarding affiliated parties. One of the stipulations by the Financial Accounting Policies Committee (FAPC) is for users to have a full, transparent, and accurate information about an organization’s commitments to allow them to assess the firm’s potential future profits as well as risks (Thomas et al., 2014). In the case study, St. Jude Children’s hospital is directly affiliated with ALSAC; as a result, it is directly affected by the information provided by ALSAC’s financial statements; for this reason, it is mandatory for St. Jude Children’s hospital to have all the information of the ALSAC to allow it to evaluate all the potential risks/benefits emanating from the affiliation. In the same vein, if St. Jude Children’s hospital does not provide full information about its affiliated entities to the users, the financial statements would be rendered as inaccurate.
Requirement B: Revenue Mix (Strategy-Related Considerations)
1. How does this revenue mix compare with the revenue blend of the not-for-profit entity, St. Jude Children’s Research Hospital/ALSAC? Access the latest SEC filing and compare the reported revenue mix: has it changed?
According to the 10K filling of Universal health Services INC., provided in Table 5.3-3, the patient revenue mix is made up of third-party payors, which consists of Medicare, Medicaid, Manage Care (HMOs and PPOs), and other sources. On the contrary, the revenue of St. Jude children’s hospital consists of government’s contribution in grants, program service revenue, and non-governmental sources. The latest SEC filling is for the fiscal year as at December 31, 2019. Unlike the investor owned, which primarily rely on insurance care, such as Medicare and Medicaid, it is apparent that not-for-profit hospitals primarily relies on contributions from donors. The 2019 SEC filling shows that managed care contributes to the biggest percentage of revenue (UHS, 2020). In Table 5.3-3, the revenue increases consistently from 1996 to 2000, and still on the rise in 2019, as shown in the 2019 SEC filling. By comparing the revenue contribution of managed care and other sources in the period between 1996-2000, it shows that while there were slight fluctuations on Medicare contribution, on average Medicare contribution was slightly higher. However, the last update of SEC filling hints that Medicare contribution is way too low compared to managed care, probably because of the policy changes like the 2010 Affordable Care Act, where low-income individuals greatly benefited on Medicare.
2. What does that imply as to the strategies of investor-owned hospitals in managing risk and ensuring adequate capital relative to not-for-profit entities? An opportunity exists to explore the greater social and political questions that are frequently debated about the compatibility of profit-oriented entities and quality of healthcare, relative to not-for-profit entities. As background, identify what the latest SEC fillings report concerning charity care.  
How would your Answers differ if the government owned and Operated the hospital?
While all healthcare providers have a goal of providing quality care to the patients, the strategies integrated by investor-owned hospitals in managing risk vary from those incorporated by not-for-profit entities. Usually, the primary goal of a not-for-profit hospitals is to provide quality care, while the investor-owned hospitals have two goals: provide quality care and make profit. As a result, investor-owned hospitals have to adopt strategic to manage risks and gain profits. Thus, the strategies of investor-owned hospitals are aligned with commercial plans while those of not-for-profit hospitals are aligned with quality care.  As apparent in the 2019 SEC filling, investor-owned hospitals have shifted from Medicare and other payments modes to private payment and managed care plans. Again, investor-owned hospitals have to put focus on the quality of care in order to gain referrals and returning customers. Therefore, the primary difference between not-for-profit hospitals and investor-owned hospitals is on the cost of care provision because investor-owned hospitals has to generate profit for the investors. 
In Requirement A, if the government owned the hospital, it means that the source of revenue would be mainly from the government; however, revenue would still be recorded through the accrual approach. Thus, government ownership will affect the source of revenue but does not affect revenue recording.
[bookmark: _GoBack]In Requirement B, the government would adopt similar strategies like the not-for-profit hospitals. Usually, the government is not after profitable returns, and thus, they will adopt unprofitable strategies that put emphasis on the quality of care.
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