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Background, ASU 2014

AEffective for fiscal years beginning after 12/15/17
AApplicable to all NFPs and NFP healthcare entities

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

ANet Assets
A2 classes, instead of the current 3
A Additional disclosures regarding board designations
AChanges to accounting for underwater endowments
A InvestmentReturn

ARequired to be reported NET of related external and
direct internal expenses

ANo longer required to disclos®mponents
A Liquidity and Availability
ANew disclosures about how liquidity is managed and the
avallability of financial assets
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Summary of Major Changes, continued

AReporting of Expenses
ARequired disclosure of expense by function and nature

ARequired disclosure of methods used to allocate
expenses on functional basis

A Additional guidance on expense allocation, M&G
expenses

ACash Flow Statement

ANo longer required to present indirect reconciliation of
cash flows from operations if direct method used
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Net Assetg Current GAAP

wNeither perm nor temp restricted by donors

Ulpleisidlei=l8 | wincludes board designated (boards can ONLY
designate unrestricted dollars)

Temporarily wBy Period
=l2islilel=le ) | @By Purpose

Permanently
Restricted
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wMust be maintained in perpetuity




Net Assetg Revised GAAP

"\ islelbiE (Same as unrestricted
Donor (undesignated + board

=i iileilensy  designated)

Wil 0 ¢ SYLXE YR G
Restrictions BEs ([« Ele
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Presentation Changes

Statement of financial position

wl. Two NA classes

Statement of activities

wl. Change in NA w/o donor restrictions
w2. Change in NA with donor restrictions
w3. Change In total NA
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Implementation — balance sheet

Net assets without donor restrictions 10,567,000 Minimum
Net assets with donor restrictions 3,510,000 prese ntation

required

TOTAL NET ASSETS 14,077,000

Net assets without donor restrictions:
Undesignated 8,567,000
Operating reserve 2,000,000
Alternative 10,567,000
disaggregation Net assets with donor restrictions:
llowed Time restricted for future periocds £0,000
a Purpose restricted 850,000
Endowment fund 2,500,000
3,510,000
TOTALMNET ASSETS 14,077,000
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Net Asset Disclosures

AWithout Donor Restrictions

AAmount, purpose, type of board designations
A Can be on the face, or in the notes

AWith Donor Restrictions

ANature and amount of donor restrictions (same as
current GAAP), either on the face or in the notes

ACan further disaggregate by restriction if desired
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Footnote
Disclosureg

Net Assets Witlr
Donor
Restrictions
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Subject to expenditure for specified purpose:

Program A activities:

Purchase of equipment

Research

Educational seminars and publications
Program B activities:

Disaster relief

Educational seminars and publications
Program C activities: general
Buildings and equipment
Annuity trust agreements for research

Subject to the passage of time:
For penods after June 30, 20X1

Subject to NFP spending policy and appropriation:
Investment in perpetuity (including amounts above original gift amount of
$122 337), which, once appropriated, is expendable to support
Program Aactivities
Program B activities
Program C activities
Any activiies of the organization

Subject to appropriation and expenditure when a specified event occurs:
Endowment requiring income to be added to original gift until fund’s value is
$2,500

Paid-up life insurance policy that will provide proceeds upon death of insured
for an endowment to support general activities

Not subject to appropriation or expenditure:
Land required to be used as a recreation area
Total net assets with donor restrictions

$ 3,060
950
240

745
280
210

2150

2815

10,450

3,140

33,300
15,820
16,480

109,100

174,700

2,120

80
2,200

3,000

$ 193,490
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Board Designated Net Assets

AFASB Master Glossary Definition

A Net assets without donor restrictions subject to self imposed
limits byaction of the governing boardBoarddesignated net
assets may be earmarked for future programs, investment,
contingencies, purchase or construction of fixed assets, or
other uses. Some governibgards may delegate
designation decisions to internal managemer@uch
designations are considered to be included in beard
designated net assets.

A (underlining is my addition)
ALikely 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

CaEitaIReIated Contributions

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

AAccounting for the release of donor restriction

wRelease as dollars are spent

Curre Nt GAA i wPlacedin-service approach

OptiQnS wImply a time restriction, release ratably
over useful life of asset

New GAAP
Option

wPlacedin service approach
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Release Restrictions on Capital Assets

Receive donated asset, no stipulation Report as revenue w/o
on how long to use donor restrictions

Release from
restrictions when
asset is acquired and
placed in service

Report as doner
restricted support
when received

Receive cash restricted to
acquire assets
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Underwater Endowments

AFV is classified as NA with donor restrictions

ACurrent GAAP: underwater amount is in unrestricted
NA, endowment is perm restricted

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

AEnhanced disclosures:
Ab Ct Qa LIt A Oeécredzazexpeiitufed; ROND &
spend from underwater funds
AAggregate FV of funds
AAggregate amount of original gifts
A Aggregate amount underwater
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Underwater Endowments

NFP B's disclosure under paragraph 958-205-50-2 follows.

Underwater Endowment Funds

From time to time, the fair value of assets associated with individual donor-restricted endowment funds may
fall below the level that the donor or SPMIFA requires NFP B to retain as a fund of perpetual duration.
Deficiencies of this nature exist in 3 donor-restricted endowment funds, which together have an original gift
value of $3,500, a current fair value of $3,300, and a deficiency of $200 as of June 30, 200Y. These
deficiencies resulted from unfavorable market fluctuations that occurred shortly after the investment of new
contributions for donor-restricted endowment funds and continued appropriation for certain programs that
was deemed prudent by the Board of Trustees.
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Liquidity and DisclosueCurrent GAAP

- - wDisclose in FN any info regarding liquidity or
Q u al Itatlve restrictions

wOrder assets according to nearness to
conversion to cash

Quantitative wOrder liabilities according to nearness to

maturity
wClassify A/ L as current or noncurrent

NMSEIM JOHNSON



Liquidity & Availability Disclosuy@&ew GAAP

Current
(CYAVAY =

wAll info on previous slide, +

Qualitative wHowmanageliquid resources to meet cash
needs for one year (from BS dateg.g., how

(F N) manage funds to meet day to day needs

wAvalilability of financial assets at BS date to

Quantitative meet cash needs for one year (this could be

on face or in FN)
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Liquidity and Availability of Financial
Assets TwéartDisclosure

w Qualitative information on

how an NFP manages its liquid

available resources and its

liquidity risk
. w Quantitative information that
N FPS req Ul I’ed communicates the availability

: 2F Iy bCtQa FTAYIYOALl

(o) prOVIde: the balance sheet date to
meet cash needs for general
expenditures within one year
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Liquidity andAvailabilityof Financial Assets
Two-Part Disclosure: Part 1

G AljdZARAGEE RAAO

wQualitativeinformation in the notes to the

financial statements that is useful in assessing
Fy SYyuaAGeéeQa f AljdzA RA (¢
how an NFFPnanages its liguid resources
avallable to meet cash needs for general
expenditures within one year of the date of
the statement of financial position.
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Liquidity andAvailabilityof FinanciaAssets
Two-Part Disclosure: Part 2

a! g AfFroAfAUEE RAA

wOuantitativeinformation 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 tagailability of

Y b Ct Q& T apfHe daieiofitfe | & & S
statement of financial position to meet cash needs
for general expenditures within one yeasf the

date of the statement of financial position
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Liquidity and Availability of Financial Assets
Two-Part Disclosure: Part 2

Avallability of a financial asset may be affected by:

w Its nature
w External limitamposed by donors, laws, and contracts with others
w Internal limitsimposed by governing board decisions
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Avallability DisclosureFormatOptions

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

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

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

AASU 20144 requires ALL NFP entities to present
analysis of expenses by function and nature
(formerly only VHW entities were required)

AMust be presented in one location
A Statement of Activities
A Statement of Functional Expense
AFootnote schedule
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Functional and Natural Claddealthcare

Alssuec Healthcare entities have historically not
reported expenses by functional and natural
classmcatlon In one place.

Common functional classifi catlon presentatton (|n notes) before ASU 2016-14: g h’)

Year ended December 31,

2014 2013
Health services S 8.834 S 8.819
General and administrative 908 852
S 9,742 S 9.671
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Functional and Natural ClasBlealthcareg

AICPA examEIes

Health Care Services Support Services
Acute Ambulatory Physician Post Acute Health Plan Research MGEA Fundraising Total

Salaries and benefits 5 1,742 5 321 5 688 S 459 5 229 s 229 '5 688 5 229 5 4,585
Purchased services 885 163 349 233 116 116 © 349 116 2,329
Supplies 428 79 169 113 56 56 169 56 1,125
Depreciation and amortization 214 39 85 56 28 28 " 85 28 564
Capitated purchased services - - - - 246 - - - 246
Rentals and leases 57 11 23 15 8 g" 23 g 151
Interest 35 7 14 9 5 " 14 5 93
Insurance 5 1 2 1 1 17 2 1 14
Other 241 44 a5 B4 32 327 85 32 635

S 3,608 S 665 5 1,424 S 950 S 721 5 475 5 1,424 5 475 5 9,742

The financial statements report certain expense categories that are attributable to more than one healthcare
service or support function. Therefore, these expenses require an allocation on a reasonable basis that is
consistently applied. Costs not directly attributable to a function, including depreciation, amortization,
interest, and other occupancy costs, are allocated to a function based on a square-footage or units-of-
service basis. Allocated healthcare services costs not allocated on a units-of-service basis are otherwise
allocated based on revenue.
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Functional and Natural ClasBlealthcareg
~ AICPA examples

Health Care Services Support Services

North Region Central Region South Region MG&A Fundraising Total
Salaries and benefits S 1,376 F$ 917 S 1,376 S 688 S 229 S 4,585
Purchased services 699 466 699 349 116 2,329
Supplies 338 g 225 338 169 56 1,125
Depreciation and amortization 169 " 113 169 85 28 564
Capitated purchased services 74 " 49 74 37 12 246
Rentals and leases 45 " 30 45 23 8 151
Interest 28 " 19 28 14 5 93
Insurance 4" 3 4 2 1 14
Other 191 g 127 191 95 32 635

S 2,923 § 1,948 § 2923 § 1,461 S 487 S 9,742

The financial statements report certain expense categories that are attributable to more than one healthcare
service or support function. Therefore, these expenses require an allocation on a reasonable basis that is
consistently applied. Costs not directly attributable to a function, including depreciation, amortization,
interest, and other occupancy costs, are allocated to a functional region based on a square-footage or units-
of-service basis. Allocated healthcare services costs not allocated on a units-of-service basis are otherwise
allocated based on revenue.
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Reporting of Expenses

AAllocated Costs:

C u rre nt wRequired to disclose info related to joint costs (i.e., in

multiple functional expense categories)

wDoes not requirea description of the methods used to
G AA P allocate costs among program and support functions

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

wRequiresa description of the methods used to allocate
costs
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Management and General Activities

ANo major changes from previous guidance, but
expands upon allocation between activities

A Activities that represent direct conduct or direct
supervision of program or other supporting activities
require allocation from management and general
activities

AExamples added to GAAP:

A 1T ¢ benefits various functions and generally would be allocated
A CEQ could be allocated to program, fundraising, M&G

A CFQ; could be allocated to M&G and investment expense

A HRc assign all to M&G

ADisclose methods used to allocate
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M&G

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

A Improved guidance about management & general expenses
A Oversight
A Business management
A General recordkeeping armhyroll
A Budgeting
A Financing, including unallocated interest costs
A Soliciting funds other than contributions and membership dues

A Administering government, foundation, and similar custoraponsored contracts,
including billing and collecting fees agchnt and contract financial reporting

AS)\ééSY)\dyI-GAYEI AVF2NXEOGAZ2Y (G2 AYyTF2NY
contributed funds

A Making announcements concerning appointments
A Producing and disseminating the annual report
A Employee benefits management and oversight (human resources)

A All other management and administration except for the direct conduct of
program services, fundraising activities, or membership development activities
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Transition

AEffective for fiscal years beginning after December
MP2X HANMT OMHKOMKMY C, 9Q:

ARetrospective with the exception of the following
information:
AExpenses by both functional and natural classification
ADisclosures about liquidity and availability

Aln period of transition, disclose nature of
reclassifications or restatements and effects on
changes In net asset classes
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Resourceg AICPA

https://www.aicpa.org/interestareas/frc/accountingfinancialreportingAifincialreportingstandardasu2016-14.html

Leaming and Training Resources

FASEs New Standard Aims to improve Not-for-Profit Financial
Reporting - This resource outlines the changes resulting from FASE
ASU 2016-14. It alzo provides helpful fips for implementing the
standard.

ASU 2016-14: The FASE's New NFP Standard - The Center for
Plain English Accounting has produced a report explaining the new
MFP ztandard changes. In addition, examples are used o illustrate
the effects of the changes.

Ziaff Training PowerPoint - Use this template to get your staff up-io-
speed and discuss key considerations they should be aware of
regarding the new NFP standard.

FASE ASU 2018-14 - Explore the full FASE standard here.

Available financial statement examples — The following are
additional examples of changes fo the financial statements and
disclosures as a result of FASE ASU 2016-14:

» Financial Statement Example: The AICPA's Mot-for-Profit
Expert Panel has created a full set of illustrative financial
statemenis that shows the implementation of ASU 2018-14. The
statements are available to download in POF or linked Word and
Excel formats to help you understand how the statements
interrelate.

= PDF financial statements

= Word financial statements

» Excel financial statements

« Supplemental Health Care Disclosure Examples: The following
resources address the impact of ASU 2018-14 on health care
entifies by specific area:

= Met Asset Presentation

« Liquidity and Availability

» Matural and Functional Class Presentation
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