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Background, ASU 2016-14

ÅEffective for fiscal years beginning after 12/15/17

ÅApplicable to all NFPs and NFP healthcare entities

ÅRetrospective application for comparative FS, with 
exception of some disclosures
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Summary of Major Changes

ÅNet Assets
Å2 classes, instead of the current 3
ÅAdditional disclosures regarding board designations
ÅChanges to accounting for underwater endowments

ÅInvestment Return
ÅRequired to be reported NET of related external and 

direct internal expenses
ÅNo longer required to disclose components

ÅLiquidity and Availability
ÅNew disclosures about how liquidity is managed and the 

availability of financial assets
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Summary of Major Changes, continued

ÅReporting of Expenses
ÅRequired disclosure of expense by function and nature

ÅRequired disclosure of methods used to allocate 
expenses on functional basis

ÅAdditional guidance on expense allocation, M&G 
expenses

ÅCash Flow Statement
ÅNo longer required to present indirect reconciliation of 

cash flows from operations if direct method used
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Net Assets ςCurrent GAAP

ωNeither perm nor temp restricted by donors

ωIncludes board designated (boards can ONLY 
designate unrestricted dollars)

Unrestricted

ωBy Period

ωBy Purpose

Temporarily 
Restricted

ωMust be maintained in perpetuity
Permanently 
Restricted
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Net Assets ςRevised GAAP

ωSame as unrestricted 
(undesignated + board 
designated)

Without 
Donor 

Restrictions

ωά¢ŜƳǇέ ŀƴŘ άtŜǊƳέ 
restricted

With Donor 
Restrictions
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Presentation Changes

Statement of financial position

ω1. Two NA classes

Statement of activities

ω1. Change in NA w/o donor restrictions

ω2. Change in NA with donor restrictions

ω3. Change in total NA
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Net Asset Disclosures

ÅWithout Donor Restrictions
ÅAmount, purpose, type of board designations
ÅCan be on the face, or in the notes

ÅWith Donor Restrictions
ÅNature and amount of donor restrictions (same as 

current GAAP), either on the face or in the notes

ÅCan further disaggregate by restriction if desired
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Footnote 
Disclosure ς
Net Assets With 
Donor 
Restrictions
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Board Designated Net Assets

ÅFASB Master Glossary Definition
ÅNet assets without donor restrictions subject to self imposed 

limits by action of the governing board.  Board-designated net 
assets may be earmarked for future programs, investment, 
contingencies, purchase or construction of fixed assets, or 
other uses.  Some governing boards may delegate 
designation decisions to internal management.  Such 
designations are considered to be included in board-
designated net assets.
Å(underlining is my addition)

ÅLikely need to document policies and or practices 
regarding board designations, and approve via action of 
your board.
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Implied Time Restrictions on 
Capital-Related Contributions

ÅDonations of, or contributions restricted for the 
purchase of, property  & equipment that do not 
have an explicit donor restriction on use of the 
property

ÅAccounting for the release of donor restriction

ωRelease as dollars are spent

ωPlaced-in-service approach

ωImply a time restriction, release ratably 
over useful life of asset

Current GAAP 
Options

ωPlaced-in service approach
New GAAP 

Option
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Release Restrictions on Capital Assets

Receive donated asset, no stipulations 
on how long to use

Report as revenue w/o 
donor restrictions

Receive cash restricted to 
acquire assets

Report as donor-
restricted support 

when received

Release from 
restrictions when 

asset is acquired and 
placed in service
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Underwater Endowments

ÅFV is classified as NA with donor restrictions 
ÅCurrent GAAP:  underwater amount is in unrestricted 

NA, endowment is perm restricted

ÅNew GAAP: report entire balance of endowment fund 
with net assets with donor restrictions

ÅEnhanced disclosures:
ÅbCtΩǎ ǇƻƭƛŎȅ Ƙƻǿ ǘƻ ŀŘŘǊŜǎǎ ςreduce expenditures, not 

spend from underwater funds

ÅAggregate FV of funds

ÅAggregate amount of original gifts 

ÅAggregate amount underwater

17



Underwater Endowments
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Liquidity and Disclosure ςCurrent GAAP

ωDisclose in FN any info regarding liquidity or 
restrictionsQualitative

ωOrder assets according to nearness to 
conversion to cash

ωOrder liabilities according to nearness to 
maturity

ωClassify A / L as current or noncurrent

Quantitative
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Liquidity & Availability Disclosure ςNew GAAP

ωAll info on previous slide, +
Current 
GAAP

ωHow manageliquid resources to meet cash 
needs for one year (from BS date) ςe.g., how 
manage funds to meet day to day needs

Qualitative 
(FN)

ωAvailability of financial assets at BS date to 
meet cash needs for one year (this could be 
on face or in FN)

Quantitative
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Liquidity and Availability of Financial 
Assets Two-Part Disclosure

ωQualitative information on 
how an NFP manages its liquid 
available resources and its 
liquidity risk

ωQuantitative information that 
communicates the availability 
ƻŦ ŀƴ bCtΩǎ ŦƛƴŀƴŎƛŀƭ ŀǎǎŜǘǎ ŀǘ 
the balance sheet date to 
meet cash needs for general 
expenditures within one year

NFPs required 
to provide:
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Liquidity and Availability of Financial Assets
Two-Part Disclosure: Part 1

ά[ƛǉǳƛŘƛǘȅέ ŘƛǎŎƭƻǎǳǊŜΥ

ωQualitativeinformation in the notes to the 
financial statements that is useful in assessing 
ŀƴ ŜƴǘƛǘȅΩǎ ƭƛǉǳƛŘƛǘȅ ŀƴŘ ǘƘŀǘ ŎƻƳƳǳƴƛŎŀǘŜǎ 
how an NFP manages its liquid resources 
available to meet cash needs for general 
expenditures  within one year of the date of 
the statement of financial position.
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Liquidity and Availability of Financial Assets
Two-Part Disclosure: Part 2

ά!Ǿŀƛƭŀōƛƭƛǘȅέ ŘƛǎŎƭƻǎǳǊŜΥ

ωQuantitativeinformation either on the face of the 
statement of financial position or in the notes, and 
additional qualitative information in the notes as 
necessary, that communicates the availability of 
ŀƴ bCtΩǎ ŦƛƴŀƴŎƛŀƭ ŀǎǎŜǘǎat the date of the 
statement of financial position to meet cash needs 
for general expenditures within one yearof the 
date of the statement of financial position.
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Availability of a financial asset may be affected by:

ωIts nature

ωExternal limits imposed by donors, laws, and contracts with others

ωInternal limits imposed by governing board decisions
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Liquidity and Availability of Financial Assets
Two-Part Disclosure: Part 2



Availability Disclosure ςFormat Options

ÅFormat of disclosure should be driven by the 
complexity of describing the availability of financial 
assets.

ÅNo complexity, could consider a text based 
disclosure stating all financial assets are generally 
available.

ÅHigh complexity, consider a tabular disclosure 
reporting amounts available or calculating available 
financial assets.
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Reporting of Expenses

ÅASU 2016-14 requires ALL NFP entities to present 
analysis of expenses by function and nature 
(formerly only VHW entities were required)

ÅMust be presented in one location
ÅStatement of Activities

ÅStatement of Functional Expense

ÅFootnote schedule
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Functional and Natural Class - Healthcare

ÅIssue ςHealthcare entities have historically not 
reported expenses by functional and natural 
classification in one place.  
ÅHave previous disclosures been robust enough?
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Functional and Natural Class ςHealthcare ς
AICPA examples
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Functional and Natural Class ςHealthcare ς
AICPA examples
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Reporting of Expenses

ÅAllocated Costs:

ωRequired to disclose info related to joint costs (i.e., in 
multiple functional expense categories)

ωDoes not requirea description of the methods used to 
allocate costs among program and support functions

Current 
GAAP

ωRequired to disclose info related to joint costs (i.e., in 
multiple functional expense categories)

ωRequiresa description of the methods used to allocate 
costs

New 
GAAP
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Management and General Activities

ÅNo major changes from previous guidance, but 
expands upon allocation between activities
ÅActivities that represent direct conduct or direct 

supervision of program or other supporting activities 
require allocation from management and general 
activities
ÅExamples added to GAAP:
ÅIT ςbenefits various functions and generally would be allocated
ÅCEO ςcould be allocated to program, fundraising, M&G
ÅCFO ςcould be allocated to M&G and investment expense
ÅHR ςassign all to M&G

ÅDisclose methods used to allocate
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ÅImproved guidance about management & general expenses
ÅOversight
ÅBusiness management
ÅGeneral recordkeeping and payroll
ÅBudgeting
ÅFinancing, including unallocated interest costs
ÅSoliciting funds other than contributions and membership dues
ÅAdministering government, foundation, and similar customer-sponsored contracts, 

including billing and collecting fees and grant and contract financial reporting
Å5ƛǎǎŜƳƛƴŀǘƛƴƎ ƛƴŦƻǊƳŀǘƛƻƴ ǘƻ ƛƴŦƻǊƳ ǘƘŜ ǇǳōƭƛŎ ƻŦ ǘƘŜ bCtΩǎ ǎǘŜǿŀǊŘǎƘƛǇ ƻŦ 

contributed funds
ÅMaking announcements concerning appointments
ÅProducing and disseminating the annual report
ÅEmployee benefits management and oversight (human resources)
ÅAll other management and administration except for the direct conduct of 

program services, fundraising activities, or membership development activities
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M & G

FASB says these are always M&G
(red/bold) = added by the new ASU)



Transition

ÅEffective for fiscal years beginning after December 
мрΣ нлмт όмнκомκму C¸9Ωǎ ŀƴŘ ŀŦǘŜǊύ

ÅRetrospective with the exception of the following 
information:
ÅExpenses by both functional and natural classification

ÅDisclosures about liquidity and availability

ÅIn period of transition, disclose nature of 
reclassifications or restatements and effects on 
changes in net asset classes
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Resources ςAICPA
https://www.aicpa.org/interestareas/frc/accountingfinancialreporting/nfp-financial-reporting-standard-asu-2016-14.html


