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MEET MICROSCOPE — “we Put Healthcare Into Focus”

OUR ENTERPRISE-WIDE SOLUTIONS PROVIDE A SPECIALIZED EXPERTISE AND AN
IN-DEPTH LOOK AT YOUR BUSINESS.

Financial, Operational and Clinical Healthcare Expertise. All In One Place.

Enterprise-wide margin optimization requires Financial, Operational and Clinical expertise. Our healthcare experts
provide extensive experience guiding healthcare organizations to be more efficient. We know how healthcare
organizations work because Microscope has the expertise of our own doctors and nurses on our team. We provide
a unigue one-to-one relationship with your staff who speak the same language, allowing us to make practical
solutions to address the clinical challenges you address every day. The 8 services we offer cover the areas that
require constant vigilance in order to be more cost-effective, proactive and compliant with government
regulations.

William N. Wildridge III
CEO/Managing Partner
315.430.6838

Syracuse, NY
wwildridge@microscopeHC.com
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DISCLAIMER

The material in this presentation, and presented during this webcast, is designed for, and intended to serve as an
aid to, continuing professional education. Due to the certainty of continuous current developments in the
healthcare industry, these materials are not appropriate to serve as the sole authority for any opinion or position
relating to the subject matter. They must be supplemented with the authoritative source. Before making any

decisions, or taking any action, you should consult the underlying authoritative guidance and if necessary, a
qualified professional advisor.

The presenters and Fust Charles Chambers LLP shall not be held responsible for any loss sustained by any
person who relies on this material or presentation made by the presenters.

Copyright is not claimed in any material secured from official US government sources.
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HOW TO GET CPE

1. At some point during the webinar, please be sure to type a message or question into the chat OR question box.

2. Be sure to complete the survey (evaluation) at the end of the webinar.

*If there is an issue with your chat box/question box or if your evaluation does not populate, please email Jackie Al-Nwiran @
lackieA@fcc-cpa.com to receive credit.

CPE Certificates will be emailed out within one week.

*Questions: There will be time allotted at the end of the presentation for a brief Q&A. You can type your questions throughout the
presentation into the chat box or questions box and they will be answered in the order in which they were received.

* This presentation will be available in PDF format by request.
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TODAY'S PRESENTERS

Jamie Bova, CPA

Senior Audit Manager

Jamie provides accounting, audit and advisory services to many of the Firm’'s healthcare, governmental hospitals and not-for-profit
organizations, as well as their employee benefit plans.

Jamie is a member of the Healthcare Financial Management Association (HFMA), the American Institute of Certified Public Accountants
(AICPA) and the New York State Society of Certified Public Accountants (NYSSCPA).

Jamie is a graduate of the State University of New York at Buffalo and resides in Camillus, NY.

Mary Katherine Buckley, CPA

Senior Audit Manager

Mary Katherine provides accounting, audit and advisory services to many of the Firm’s healthcare and not-for-profit organizations, as well
as their employee benefit plans.

Mary Katherine is a member of the LiteracyCNY Board. She is also a member of the Healthcare Financial Management Association
(HFMA), the American Institute of Certified Public Accountants (AICPA) and the New York State Society of Certified Public Accountants

(NYSSCPA).

Mary Katherine is a graduate of lona College and resides in East Syracuse, NY.
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AGENDA

1) CARES Act
2) Yellow Book Revisions
3) Select Accounting Standard Updates

4) Questions
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CARES Act

» The Coronavirus Aid, Relief, and Economic Security Act (“the
CARES Act”)

» Signed into law on March 27, 2020

» Authorizes more than $2 trillion to battle COVID-19 and its
economic effects
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FEDERAL ASSIS

FEMA PUBLIC ASSISTANCE
For eligible governments, institutions or <

organizations for emergency protective measures
related to COVID-19

HHS — PROVIDERS RELIEF FUND
Fixed allocation to eligible healthcare providers to
offset of COVID-19 response/protective measures

HHS — CDC SUPPLEMENTAL
Supplemental appropriation to CDC to offset costs
associated with testing, vaccine development and
pandemic tracing costs

INTERIOR — TRIBES & TERRITORIES
Additional grant opportunities for tribal and insular areas,
specifically to support increased management with
planning associated with COVID-19

COVID-19

Response

CORONAVIRUS RELIEF FUND

Fixed allocation to State and Local Governments
P for increased costs incurred preparing for,
protecting against or treating COVID-19 virus

HUD CDBG-CV; ESG; HOPWA
Supplemental appropriation to HUD entitlement
grantees, specifically housing support, and
supporting homeless and AIDS populations

EDUCATION — ESSERF;HEERF
Supplemental appropriation to existing DOE
grantees specifically to address increased cost
burdens associated with COVID-19 response

TRANSPORTATION - FTA

Supplemental appropriation for FTA grantees to
offset incurred costs associated with preparing
for or protecting against spread of COVID-19

v
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COVID-19 Funding — 4 Largest New Programs

Paycheck Protection Provider Relief Coronavirus Relief Sta%ﬁgg%g%”ghn g
Program (>$600B) (>$175B) Fund ($150B) ($30.75B)
« CFDA: 59.073  CFDA: 93.498  CFDA: 21.019  CFDA: 84.425
« Agency: SBA « Agency: HHS « Agency: Treasury « Agency: Education
 For profits, NFPs » For Profits, NFPs, « Governmental » States, Schools,
« NOT Subject to Governmental Entities and Tribes IHE
single audit Entities  Subject to single « Subject to single
» Subject to single audit and expected audit and expected
audit and expected to be included in to be included in
to be included in OMB'’s Fall OMB'’s Fall
OMB’s Fall addendum to the addendum to the
addendum to the 2020 Compliance 2020 Compliance
2020 Compliance Supplement Supplement
Supplement

[ Fyst Charles Chambers LLP @microscope
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U.S. GAAP does not contain specific guidance on
accounting for government assistance.

The following authoritative guidance in U.S. GAAP
should be considered:

» ASC 470, accounting for debt

» ASC 958-605 — contribution accounting by not-for-profit entities,
which excludes from its scope transfers of assets from a
government entity to business entities.

Accounting as debt under ASC 470, Debt, is
appropriate as PPP loan is considered legal-form

debt. However; NFPs may apply ASC 958-605,
Contributions

ACCOUNTING CONSIDERATIONS FOR PPP LOANS

(M Fyst Charles Chambers LLP @microscope
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ACCOUNTING FOR PPP LOANS
DEBT ACCOUNTING

In accordance with ASC 405-20-40, a liability is derecognized only if either of the

following is met:

» The debtor pays the creditor and is relieved of its obligation

» The debtor is legally released from being the primary obligor under the liability, either
judicially or by the creditor

PPP loan would only be derecognized upon repayment or upon the receipt of
legal confirmation of forgiveness from SBA.

Forgiveness would be presented as a non-cash financing activity on the
statement of cash flows.

Interest imputation under ASC 835-30-15-3(e) is not required, even if interest
rate is below market.

(M Fyst Charles Chambers LLP @microscope
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ACCOUNTING FOR PPP LOANS
GOVERNMENT GRANT

Alternatively, for-profit business entities may choose to analogize to the
accounting under IAS 20, Accounting for Government Grants and Disclosures of
Government Assistance.

Analogy is only acceptable if the company (For-profit only) has:

* Demonstrated eligibility for the PPP loan
» Demonstrated that forgiveness is probable (75%-80% likely)
» For example, analogy might be acceptable when the loan meets the SBA's safe harbor (under $2 million)

Not-for-profit entities are prohibited from analogizing to IAS 20 and should apply

the guidance in ASC 958-605.

Demonstrated eligibility for the PPP loan
Demonstrated that conditions for forgiveness have been substantially met

(M Fyst Charles Chambers LLP @microscope
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DISCLOSURE

Reporting entities should disclose the applicable accounting policy in the footnotes and
where the loan/liabilities amounts are presented in the financial statements.

Other things to consider based on facts and circumstances:

» Uncertainties about forgiveness
* MD&A and liquidity disclosures should discuss intent and ability to repay the PPP loan

* If operations are only viable due to the receipt of the PPP loan, that fact should be disclosed.

(M Fyst Charles Chambers LLP @microscope
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ACCOUNTING FOR PROVIDER RELIEF FUNDS - NFP

» Relief Fund payments are approximately 6.2% of a provider’s 2019
Medicare fee-for-service payments (not including Medicare Advantage)

»Payments are only to “prevent, prepare for and respond to coronavirus.”
Further, “non-compliance with any term or condition is grounds for the
Secretary to recoup some or all of the payment made from the Relief
Fund.” This funding may be considered conditional under ASC 958 as it
can be interpreted to contain a barrier and a right of return in a non-

exchange transaction.

* Revenue should be recognized only to the extent conditions have been met (e.g.
gualifying expenses incurred or lost revenues).

LLLLLLLLLLLLLLLLLLLLLLLLLLL
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ACCOUNTING FOR PROVIDER RELIEF FUNDS - NFP

» CARES Act contains further stipulations on how funds may be spent in the terms and
conditions.

* Revenue may be considered restricted. The nature of the conditions and restrictions
are similar, and restrictions may be satisfied simultaneously with meeting the
conditions.

» PRF revenue should be reported on the financial statements as operating revenues,
separate from an entity’s net patient service revenue.

» Providers need to consider that PRF payments in aggregate cannot reimburse losses that
have already been reimbursed or recovered from other sources.

» Amounts received in excess of a Providers COVID-19 needs should be recorded as a
liability
» Subsequent events

» Single Audit Requirement
(M@ Fyst Charles Chambers LLp @microscope
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ACCOUNTING FOR MEDICARE ADVANCE
PAYMENTS

»Advance payments must be repaid to CMS

» Amounts that must be repaid should be recorded as a contract liability
under Topic 606 as a payment received prior to performing services and
satisfying performance obligations

»0Once recoupment begins, the contract liability would be reduced by the
amount of revenue recognized for claims submitted




OTHER COVID-19 CONSIDERATIONS

» Deferred payroll taxes (current and long-term classification)

» Single Audit control environment

»Debt covenants, going concern, liquidity, and cash flow projection
considerations




YELLOW BOOK REVISIONS

»In New York State (NYS), Yellow Book audits are required based on grant
contract; but typically required if an organization expends $750,000 or
more In total annual payments from NYS.

»The 2018 Yellow Book Revision is effective for financial audits of financial
statements for periods ending on or after June 30, 2020.

»Key changes from the 2011 Yellow Book include the following:
 Format of the guidance

 Requirements for auditors (such as independence, CPE, peer review
requirements)

* Introduces the concept of waste and abuse
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DELAY OF EFFECTIVE DATES FOR CERTAIN
ACCOUNTING STANDARDS

»FASB ASU 2020-05
 Issued by the FASB in June 2020

* Delays the effective dates for certain entities for the following significant
accounting standards:

 Revenue from Contracts with Customers (Topic 606)
o Leases (Topic 842)

»GASB Statement No. 95
 Issued by the GASB in May 2020

* Delays the effective dates for several pronouncements, most
significantly Statement No. 87 Leases

EEEEEEEEEEEEEEEEEEEEEEEEEE
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REVENUE RECOGNITION (TOPIC 606)
RELEVANT UPDATES

» Not-for-profit entities may (but are not required to) delay adoption of Topic 606 by one
year, to fiscal years beginning after December 15, 2019.

» Most healthcare entities have adopted this standard with no significant changes to the
operating indicator.

» On September 2, 2020 CMS released the 2021 Inpatient Prospective Payment Service
(IPPS) final rule Regarding FASB Topic 606. CMS revised its initial proposal to specify
that for cost reporting periods beginning before October 1, 2020, Medicare bad debts
must not be written off to a contractual allowance account but must be charged to an
expense account for uncollectible accounts. For cost reporting periods beginning on or
after October 1, 2020, Medicare bad debts must not be written off to a contractual
allowance account but must be charged to an uncollectible receivables account that
results in a reduction in revenue.

PPPPPPPPPPPPPPPPPPPPPPPPPP



LEASES — EFFECTIVE DATES

Effective Dates Public NFP All Other Private Governmental
as amended by SNES For-Profits and Entities

ASU 2020-05 and Nonprofit Entities
GASB 95
(early adoption
permitted) Fiscal years Fiscal Years Fiscal Years
beginning after beginning after beginning after
12/15/2019 12/15/2021 6/15/2021

GGGGGGGGGGGGGGGGGGGGGGGGGG
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LEASES TOPIC 842 — IDENTIFYING A LEASE

Lease contracts in the

scope of Topic 842 involve

An identified asset

The right to control the use
during the lease term

That is explicitly or implicitly
specified

Supplier has no practical
ability to substitute and
would not economically

benefit from substituting the
asset

Decision-making authority
over the use of the asset

The ability to obtain
substantially all economic
benefits from the use of the
asset

|BmFyst Charles Chambers LLP
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LEASES

OPIC 842 — FINANCIAL S

IMPACT SUMMARY

ATEMEN

The following table summarizes lessee accounting for finance and operating
leases with a lease term greater than one yeatr:

FINANCIAL STATEMENT FINANCE LEASE OPERATING LEASE

BALANCE SHEET

INCOME STATEMENT

CASH FLOWS

23

Recognize right of use (ROU) asset and lease
liability, initially measured at the present value of the
lease payments. Include initial direct costs in the
initial measurement of the ROU asset.

Recognize interest on the lease liability separately
from amortization of the ROU asset.

Classify repayments of the principal portion of the
lease liability within financing activities and payments
of interest on the lease liability and variable lease
payments within operating activities.

Recognize ROU asset and lease liability, initially
measured at the present value of the lease
payments. Include initial direct costs in the initial
measurement of the ROU asset.

Recognize a single lease cost, calculated so that the
cost of the lease is allocated over the lease term,
generally on a straight-line basis.

Classify all cash payments for leases within operating
activities.

(== Fyst Charles Chambers LLP @microscope
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LEASES TOPIC 842 — IMPLEMENTATION

Inventory of leases

What's out there? Know your leases. Need to determine if there are
embedded leases.

Materiality
How modern is your capitalization policy?

Debt covenants

To what extent will capitalizing your operating leases affect covenants based
on leverage ratios?

mrust s Crambers e @ microscope



QUESTIONS
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CONTACT US

Jamie Bova
Senior Audit Manager, Fust Charles Chambers
jbova@fcc-cpa.com

Mary Katherine Buckley
Senior Audit Manager, Fust Charles Chambers
mbuckley@fcc-cpa.com

William N. Wildridge I
CEO/Managing Partner, Microscope
Partner, Fust Charles Chambers
wwildridge@microscopeHC.com
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