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Housekeeping 

• All phones will be automatically muted upon 
entering the meeting. Please also place your 
phone on mute if that feature is available 
to you.

• WebEx technical support can be reached at 
800.508.8758, or you can press *0 to speak 
with an operator.

• Please submit questions through the Q&A function 
on your screen. Questions will be addressed at the 
end of 
the presentation.

• To download a copy of the presentation, click File 
> Save As > Document, and select PDF 
as the file type.
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CPE Details

• CPE Credit
• Login individually to the WebEx session
• Successfully complete 3 of the 4 polling questions

• NO CPE Credit
• Fail to successfully complete 3 of the 4 polling questions
• Viewing a recording of this session (CPE is only awarded for live sessions)

• Upon completion of this program you will receive: 
• Evaluations
• Sent within 48 hours

• Your feedback is important
• CPE certificate of completion 
• E-mailed within two weeks of upon successfully passing this program

CPE
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Pete A. Ugo
Partner
Higher Education and Not-for-Profit Audit
Crowe Horwath LLP

Today’s Speakers
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Agenda

• Background

• Overview of Key Points in ASU 2016-14

• Preparing for the New Standard 
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Learning Objectives

• Discuss the key changes associated with ASU 2016-14

• Consider suggestions and examples for implementing 
this new standard in your organization’s financial 
statements

• Identify the new net asset classifications that will be used 
in the financial statements of not-for-profit organizations

• Recognize expanded disclosure requirements, including 
those related to expenses and asset liquidity

As a result of participating in this session, you 
should be able to:
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Background
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You May Remember… June 1993

The last time the “world changed” for not-for-profit accounting was with FASB statements 116 and 
117 – effective for fiscal years beginning after December 15, 1994 (or 1995 if under $5M in assets 
and $1M in expenses)
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23 Years Later…
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FASB Nonprofit Advisory Committee (NAC)

• Formed in October 2009

• The NAC is a standing committee that works closely with the FASB in an 
advisory capacity to ensure that perspectives from the not-for-profit 
(NFP) sector are effectively communicated to the FASB on a timely basis 
in connection with the development of financial accounting and reporting 
standards. 

• One of the NAC’s key projects = ASU 2016-14



©2018 Crowe Horwath LLP 1111

ASU 2016-14 - Presentation of NFP Financial Statements

• ASU 2016-14 - Issued August 18, 2016

• Effective – 12/31/2018 year-end, or fiscal years ending in 2019; Early 
adoption is permitted
• “Effective for annual financial statements issued for fiscal years beginning after 

December 15, 2017, and for interim periods within fiscal years beginning after December 
15, 2018.”

• GAAP amendments from this ASU were designed to:
• Improve the usefulness of information provided to donors, grantors, creditors and other 

users of an NFP’s financial statements
• Reduce complexities or costs for preparers or users of financial statements
• Both improve usefulness and reduce complexities or costs 
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How would you describe your level of familiarity with the ASU 
so far?

A. I have a basic understanding of ASU 2016-14 but haven’t dug into all the details 
yet

B. I generally know how ASU 2016-14 will affect my organization but don’t have a 
plan for implementation yet

C. I know how the ASU will affect my organization and have a plan for 
implementation

D. These updates are new to me

Polling Question #1
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ASU 2016-14 - Presentation of NFP Financial Statements

Key Objectives of ASU-2016-14
• Update, not overhaul, the current model

• Improve net asset classifications

• Improve information in financial 
statements and notes about financial 
performance, cash flows and liquidity

• Better enable NFPs to “tell their financial 
story”
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ASU 2016-14 - Presentation of NFP Financial Statements

Specific Goals and Background
• Eliminating the distinction between permanently restricted and temporarily 

restricted net assets will reduce complexity
• Enhanced disclosure in notes to financial statements will provide useful 

information about donor-imposed restrictions (nature, amounts, etc.)
• Simplifying the face of the financial statements (together with enhanced note 

disclosures) will enable the NFP to provide more useful information to readers in 
assessing the NFP’s:
• Availability of resources to meet cash needs for general expenditures within one year
• Liquidity and financial flexibility
• Financial performance during the period
• Service efforts and ability to continue providing services
• Execution of its stewardship responsibilities and other aspects of its management’s performance
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While Change Can Be Challenging…
Remember the Overall Goals

Reducing Complexity Financial Statement Users
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Key Provisions
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Net Asset Classification

Liquidity & Availability

Expenses

Statement of Cash 
Flows Investment Return

Key Provisions of ASU 2016-14

17
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• Net asset classification
• Updates the net asset presentation
• Changes underwater endowment accounting and disclosure 
• Removes option for implied time restrictions on capital gifts
• Enhances disclosures, including Board designations of net assets

• New FASB ASC Master Glossary definition
• Net 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.

• What are your NFP’s policies related to Board designations of net assets?

Net Assets
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Unrestricted Temp. 
Restricted

Perm. 
Restricted

Net Asset Presentation (after ASU 2016-14)

19

Without Donor 
Restrictions* With Donor Restrictions*

Amount, purpose, 
and type of board 

designations **
Nature and amount 

of donor restrictions

Current 
GAAP

Revised 
GAAP

Disclosures

+

* NFPs may choose to disaggregate further
** New disclosure requirement 
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Do you think that the changes to net asset presentation and 
the enhanced disclosures help provide clarity to the reader of 
an NFP’s financial statements?

A. Yes
B. No
C. Not sure
D. I already miss FASB Statements 116 and 117

Polling Question #2
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Example – Net Assets in the Statement of Financial Position

Minimum presentation 
required
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Example – Net Asset Details in Notes to Financial Statements
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Example – Net Asset Details in Notes to Financial Statements 
(Continued)
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“Underwater” Endowments

• To be reflected in net assets with donor 
restrictions rather than in net assets without donor 
restrictions

• In addition to aggregate amounts by which funds 
are underwater (current GAAP), also disclose 
aggregate of original gift amounts (or level 
required by donor or law) for such funds, fair 
value, and any governing board policy, or actions 
taken, concerning appropriation from such funds.

Revised net 
asset 

classification

Enhanced 
disclosures
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Board Designations of Net Assets

25

Tabular disclosure or 
on face of balance sheet

Text 
disclosure 
in notes



©2018 Crowe Horwath LLP 2626

Statement of Activities – Example A
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Statement of Activities – Example B
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Liquidity and Availability of Resources

Quantitative and qualitative disclosures about liquidity and availability of resources

• Qualitative - how a NFP manages its liquid available resources and its liquidity risk (in 
the notes)

• Quantitative - communicate the availability of an NFP’s financial assets at the balance 
sheet date to meet cash needs for general expenditures within one year (on the face 
and/or in the notes)

Availability of a financial asset may be affected by:

• Its nature

• External limits imposed by donors, laws, and contracts with others

• Internal limits imposed by governing board decisions
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Sample Liquidity/Availability Disclosure A

234,410$ 

Restricted by donor with time or purpose restrictions (11,940)     
Subject to appropriation and satisfaction of donor restrictions** (144,500)  
Investments held in annuity trust (4,500)       
Amounts held by bond trustees (30,200)     

Quasi-endowment fund, primarily for long-term investing** (36,600)     

Amounts set aside for liquidity reserve (1,300)       
Financial assets available to meet cash needs for general 
expenditures within one year 5,370$      

**Excludes amounts that have been appropriated for next 12 months that do not have purpose restrictions

Board designations:

Financial assets, at year-end*

Less those available unavailable for general expenditures within one year, due to: 

Contractual or donor-imposed restrictions:

*Total assets, less nonfinancial assets (e.g., PP&E, inventory, prepaids)
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Polling Question #3

How would you describe your Organization’s 
policies related to Board designations of net 
assets:

A. We have a clear policy related to Board designations

B. We do not have a clear policy, and our documentation 
is primarily in Board meeting minutes

C. We do not have any Board designated net assets

D. This topic only comes up in a Board meeting if 
someone thinks our unrestricted net asset balance is 
getting too large
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Sample Liquidity/Availability Disclosure B
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Don’t Forget the Qualitative Disclosures - Example
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Liquidity and Availability Disclosure

• Other considerations in addition to the tables shown previously:
• Highlight Board designation of net assets for a liquidity reserve
• Discuss other Board designations that could be “undesignated” if needed
• Policies related to self-imposed liquidity reserve requirements
• Line of credit
• Collateral or special borrowing requirements

• Continue to list assets in liquidity order on the Statement of Financial Position
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Expense Reporting

• Expenses
• Requirement to report expenses by function (already required) and natural classification

• Analysis showing the relationship between function and nature

• Additional qualitative information about cost allocations methods

• ALL NFPs must report information about all expenses in one location
1. On the face of the Statement of Activities
2. As a schedule in the notes to the financial statements, or 
3. As a separate statement 

* Satisfying these requirements in a supplemental schedule is not an option.
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Expense Reporting Example

• May be presented as a separate statement or in the footnotes

• No prescribed categories of natural expenses – consider what tells your 
organization’s “story” to the financial statement readers
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Expense Reporting – Disclosure of Allocation Methods
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Statement of Cash Flows

• Continues to allow the option of either direct or indirect method

• Indirect reconciliation no longer required for direct method

• Does not require direct method (which was in initial draft)

Statement of Cash Flows

Operating activities Investing activities Financing activities
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Investment Return

• Present investment return net of external and direct internal investment 
expenses

• Direct internal expense examples – Investment officer/employees, travel to meet 
with fund managers, allocation of accounting employees’ time, etc.

• No longer required to disclose netted expenses
• If you still want to disclose, clearly label it in the notes and do not include in the 

reporting of expenses

• No longer required to disclose the components of investment return
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Presentation of an Operating Measure

• Operating measure: Two options

• Define specifically what is in the operating measure or

• Start with the change in net assets without donor restrictions (old unrestricted) 
and say what is not included in the operating measure

• Example “Operating results in the consolidated statements of activities reflect all 
transactions increasing or decreasing asset without donor restrictions except those items 
with long-term investment, actuarial adjustments to self-insurance liabilities, changes in 
postretirement benefit obligations and changes in the fair value of the derivative 
instruments, and other infrequent gains and losses.”



©2018 Crowe Horwath LLP 4040

Which requirement from ASU 2016-14 do you believe will be 
the most complicated to address or implement?

A. Net assets presentation
B. Liquidity and availability calculations and disclosures
C. Schedule of expenses by function and nature
D. Not worried about any of it, I’ve got this!

Polling Question #4
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Preparing for the New 
Standard
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Presentation of NFP Financial Statements

• Steps to take now to plan ahead: 
• Educate financial statement users – Upper management, Board, Audit 

committee, etc. 

• Draft sample schedules and disclosures for review and discussion well in 
advance of implementation so stakeholders can have input

• Note the following on implementation: all is retrospective to the earliest period 
presented EXCEPT:
• Analysis of expenses by both natural classification and functional classification
• Disclosures about liquidity and availability of resources. 
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A Couple of Closing Thoughts

• Two Areas Where Restatement of Beginning Net Assets May Be Needed 
When Adopting ASU 2016-14

• Underwater Endowments
• Time Restriction on Capital Gifts

• If your NFP is currently releasing from temporarily restricted net assets over the life of 
the asset, rather than when placed in service

• Most of these changes will not impact your general ledger or chart of accounts
• Day to day life in accounting should not be heavily impacted
• One possible exception could be related to expense reporting – is the chart of accounts 

setup to handle functional and natural expense reporting
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In accordance with applicable professional standards, some firm services may not be available to attest clients.

This material is for informational purposes only and should not be construed as financial or legal advice. Please seek guidance specific to your organization from qualified advisers in your jurisdiction. 
© 2017 Crowe Horwath LLP, an independent member of Crowe Horwath International crowehorwath.com/disclosure

Thank you
Pete A. Ugo
Partner
Higher Education and Not-for-Profit Audit
Crowe Horwath LLP

Office    317.208.2509
Mobile   317.446.7741
pete.ugo@crowehorwath.com

http://www.crowehorwath.com/about/legal/
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