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Navigat ing  the  complexi t ies  of
government  and  not-for-profit
accounting  often  feels  like  learning  a
new  language.  Unlike  for-profit
businesses, these entities are driven by
service  missions,  not  profit
maximization,  and  their  financial
reporting follows distinct  standards set
by  the  Governmental  Accounting
Standards  Board  (GASB)  and  the
Financial  Accounting  Standards  Board
(FASB).  For  students  and  professionals
alike,  textbooks  break  this  challenging
subject into manageable chapters, each
focusing  on  a  crucial  aspect  of  the
accounting  cycle.  Chapter  10  typically
marks a turning point, diving deep into
the  recognition  and  measurement  of
revenues and expenses. Finding reliable
Government  And  Not  For  Profit
Accounting Chapter 10 Solutions  is
more than just getting the right answers
for  homework;  it  is  about  building  a
conceptual framework that underpins all
subsequent  learning.  This  article
provides  a  comprehensive  guide  to
understanding  the  core  principles  of
Chapter  10,  common  challenges,  and
practical  strategies  for  mastering  the
solutions to its exercises and problems.

UNDERSTANDING THE CORE
CONCEPTS OF CHAPTER 10

Before  tackling  any  problem,  it  is
essential  to  grasp  the  fundamental

concepts  that  define  Chapter  10.  While
the exact  topics  vary  slightly  between
textbooks,  most dedicated chapters on
revenue  and  expense  recognition  in
government  and  nonprofit  accounting
share  these  common  themes.

Revenue
Recognition in
Governmental
Funds
The  most  cr i t ica l  d ist inct ion  in
government  accounting  is  between
exchange  and  nonexchange
transactions.  Chapter  10  solutions
frequently  test  a  student's  ability  to
classify transactions correctly.

Exchange Transactions: These
are essentially like a business sale.
The government provides goods or
services and receives something of
equal value in return (e.g., a fee
for a building permit). Revenue is
recognized when the service is
performed.
Nonexchange Transactions:
This is where government
accounting gets unique. The
government receives resources
(cash, property, etc.) without
directly giving equal value in
return. Examples include property
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taxes, fines, grants, and donations.
GASB Statement No. 33 provides
the framework: revenue is
recognized when the underlying
transaction is measurable and, for
property taxes, when they are
both measurable and available.
"Available" typically means
collected within the current period
or soon enough thereafter to be
used to pay liabilities of the
current period (commonly 60
days). This is a key source of
confusion in many Government
And Not For Profit Accounting
Chapter 10 Solutions.

Expense and
Expenditure
Recognition
Another pivotal concept is the difference
b e t w e e n  " e x p e n s e s "  ( u s e d  i n
government-wide  statements  and
proprietary  funds)  and  "expenditures"
(used in governmental fund statements).
C h a p t e r  1 0  o f t e n  f o c u s e s  o n
expenditure  recognition  in  the
modified accrual basis. Expenditures are
generally recognized when the liability is
incurred—similar  to  accrual  accounting
for current liabilities. However, long-term
debt,  compensated  absences,  and
claims and judgments often have special
rules.  A  common  solution  scenario
involves  determining  when  to  accrue
salaries  and  wages  versus  when  to
recognize debt service payments.

Not-for-Profit
(NFP) Revenue
Recognition
Nuances
For  nonprofit  organizations,  Chapter  10
so lu t i ons  f r equen t l y  add ress
contributions  and  promises  to  give
(pledges).  Under  FASB  standards
(particularly ASU 2018-08 and 2020-07),
NFPs  must  classify  contributions  as
either with or without donor restrictions.
Additionally,  contributed  services
require  recognition  if  they  create  or
enhance  nonfinancial  assets  or  if  they
require specialized skills. Many students
struggle with the distinction between a
conditional  promise  to  give  (which  is
recognized  only  when  the  condition  is
substantially met) and an unconditional
promise  (recognized  immediately  as
revenue).

COMMON CHALLENGES AND HOW
TO OVERCOME THEM

Even with a solid theoretical background,
applying  these  concepts  to  specific
problems can be daunting. The following
areas are where many students search
for  Government  And  Not  For  Profit
Accounting  Chapter  10  Solutions
because  they  are  particularly  tricky.

The "Available"
Test for Property
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Taxes
Property taxes are the lifeblood of local
governments,  but  their  accounting  is
nuanced.  The  "measurable"  part  is
easy—the  tax  levy  is  known.  The
"available"  part  is  subjective.  Most
textbooks  define  available  as  collected
within  60  days  of  the  end  of  the  fiscal
year. In practice, some governments use
45  days  or  even  90  days.  A  typical
Chapter  10  problem  might  present  a
scenario  where  property  taxes  levied
near  year-end  are  collected  in  the
following January. The solution requires
you  to  recognize  only  the  amount
collected within the availability period as
revenue,  deferring  the  remainder  as
deferred  inflows  of  resources.  This  is  a
classic  test  point.

Distinguishing
Exchange from
Nonexchange in
Grants
Grants  can fall  into  either  category.  A
grant  from  a  federal  agency  that
requires  the  government  or  nonprofit  to
perform specific  activities  (e.g.,  building
a  road)  is  often  an  exchange-like
transaction.  The  grantor  is  essentially
buying the service. If the grant is simply
a subsidy without a reciprocal  transfer
(e.g., unconditional block grants), it is a
nonexchange transaction. Misclassifying
a grant leads to incorrect revenue timing
and  report ing.  When  working  on
solutions, always ask: "Is the resource
provider  receiving  commensurate
value?"

Deferred Inflows
and Deferred
Outflows
Chapter 10 introduces the concepts of
deferred  inflows  and  outflows  of
resources—balance sheet items that are
neither  assets  nor  l iabil it ies  but
represent  the  net  position  effect  of
transactions  that  have  not  yet  been
recognized. The most common example
is a deferred inflow of resources from
property taxes collected in advance or
from  a  grant  received  before  the
eligibil ity  requirements  are  met.
Solutions must correctly identify when to
debit  cash  and  credit  a  deferred  inflow,
rather than revenue.

STEP-BY-STEP APPROACH TO
SOLVING CHAPTER 10 PROBLEMS

To  effectively  use  any  Government
And  Not  For  Profit  Accounting
Chapter 10 Solutions, whether from a
solutions manual or worked examples, it
helps  to  adopt  a  systematic  problem-
solving  method.  Following  these  steps
wi l l  reduce  e r ro rs  and  deepen
understanding.

Read the Problem Carefully:1.
Identify the type of entity
(municipality, special district,
nonprofit foundation, etc.) and the
fund if it is a government. Is it the
General Fund, a Special Revenue
Fund, or the government-wide
statements?
Classify the Transaction:2.
Determine if it is an exchange or
nonexchange transaction. Also,
assess if the transaction is derived
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from tax revenue, grants, or
donations. For NFPs, identify if
there are donor restrictions or
conditions.
Apply the Measurement Focus:3.
For governmental funds, use the
current financial resources
measurement focus (modified
accrual). For proprietary funds and
government-wide statements, use
the economic resources
measurement focus (full accrual).
This determines whether you
record depreciation and long-term
liabilities.
Record Journal Entries: Write4.
the debit and credit entries. Pay
special attention to whether
revenue is recognized immediately
or should be deferred. If a liability
or a deferred inflow arises, note it.
Link to Financial Statements:5.
The final step in many Chapter 10
problems is to prepare a partial
statement of revenues,
expenditures, and changes in fund
balance (governmental funds) or a
statement of activities (NFPs and
government-wide). Ensure your
revenue and expenditure amounts
match the journal entries.

SAMPLE PROBLEM
WALKTHROUGH: PROPERTY TAX
LEVY

Here  is  a  typical  problem  you  might
encounter  in  a  Chapter  10  exercise,
along  with  a  solution  approach.  This
illustrates the practical application of the
concepts discussed.
Scenario:  The  City  of  Oakville  levied
property  taxes  of  $10  million  for  the
fiscal year ending June 30, 2024. Of this
amount, $9 million was collected during
the  fiscal  year.  Of  the  remaining  $1

million,  $800,000 was collected in  July
2024  (within  60  days  after  year-end),
and  $200,000  is  expected  to  be
collected  later.  The  city  uses  the
modified  accrual  basis  for  its  General
Fund. Prepare the journal entries for the
levy and collection, and determine the
revenue to  be recognized for  fiscal  year
2024.
Solution Approach:

Levy Entry: Debit Taxes
Receivable - Current $10,000,000.
Credit Revenues $9,000,000 (the
portion expected to be collected in
the current period and available).
Credit Deferred Inflows of
Resources $1,000,000 (for the
remainder not yet available).
Collection of $9 million: Debit
Cash $9,000,000. Credit Taxes
Receivable $9,000,000.
July collection of $800,000:
Debit Cash $800,000. Credit Taxes
Receivable $800,000. Also, reduce
the deferred inflow: Debit Deferred
Inflows of Resources $800,000.
Credit Revenues $800,000 (now
available).
Revenue Recognized for FY
2024: $9,000,000 (initial) +
$800,000 (collected in availability
period) = $9,800,000.
End-of-year deferred inflow:
$200,000 remains (for the
delinquent amount). The net taxes
receivable is $200,000, but only
the deferred inflow is adjusted; an
allowance for uncollectible taxes
may also be needed.

This simple example is the backbone of
many Government And Not For Profit
Accounting  Chapter  10  Solutions
problems.  Understanding  why  the
$200,000 is not recognized as revenue
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until  collected  (if  sti l l  within  the
availability  period  next  year)  is  crucial.

WHY MASTERING CHAPTER 10 IS
CRITICAL

Chapter 10 is not just another chapter in
the  textbook;  it  is  the  cornerstone  of
financial  reporting  for  governments  and
nonprofits.  The  ability  to  properly
classify  and  record  revenues  and
expenses  determines  the  accuracy  of
the financial statements and the entity's
compliance  with  legal  and  regulatory
requirements. Here is why spending time
on its solutions pays off.

Foundation for Advanced
Topics: Chapter 10 provides the
grammar for understanding
pensions, investments, and capital

asset accounting covered later in
the course.
Real-World Application: Every
day, governments and nonprofits
process property taxes, grants,
pledges, and contributions. The
rules in Chapter 10 directly
translate to professional work.
Exam and Certification
Success: Concepts from this
chapter appear on the CPA exam
(especially the Governmental
Accounting and Reporting section)
and on certification exams like the
Certified Government Financial
Manager (CGFM).
Ethical and Transparent
Reporting: Misstated revenues
can lead to budget violations or
misleading


