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Webinar Introduction
• We are pleased to welcome you to today’s webcast. In order to
qualify for your CPE Certificate, you will need to:
– Remain logged on for at least 50 minutes
– Respond to at least 3 of the 4 polling questions that will be
presented

• We would appreciate if you would complete the evaluation
survey following the event. A link to the survey will be emailed
to you automatically within the hour following the webinar.
• You may submit questions and we will try to address them
during the program. However, if time does not permit us to
answer a question posed during the webcast, it will be
answered offline after the event.
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CPE Certificate Information
• For those who meet the criteria, a CPE certificate will be deposited into your
Checkpoint Learning account. Our activity history and CPE certificates are
now managed using Checkpoint Learning. In order to receive CPE credit for
this program, you must register for a Checkpoint Learning account through
our Executive College before the webinar begins.
• To apply for a complimentary account visit the Executive College page at
www.eisneramper.com. CPE certificates will be distributed into your
Checkpoint Learning account 10-14 business days AFTER the webinar.
• Disclaimer - There is a possibility we will be unable to offer CPE certificates
to people who log in to the webinar using:
◦ Google Chrome
◦ GoToWebinar Instant Join
◦ iPads or mobile devices
These login methods may prevent you from being registered on the final attendee report. To ensure that you
show up on the final attendee report, please log in using a different method than the ones listed above.

3

Speakers

Phil Bergamo
Senior Manager
EisnerAmper LLP
phil.bergamo@eisneramper.com

Jessica Dima
Senior
EisnerAmper LLP
jessica.dima@eisneramper.com

4

Learning Objectives
• Identify common reporting deficiencies noted
in the financial statements of nonprofits
• Identify resources to stay updated on
accounting guidance and application
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Statement of Financial Position

Statement of Financial Position
Common error: Classification of assets & liabilities not consistent.

• Classification of assets and liabilities must be consistent.
Both must be classified, or both must be non-classified.
– No requirement to present a classified statement of
financial position

– However, loan covenants may impose requirement for
classified balance sheet
– If a classified statement of financial position is NOT present,
the assets should be presented in order of liquidity, with
the most liquid assets first
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Statement of Financial Position
Common error: Restricted cash reported as unrestricted/available for
current use.

• Cash received with donor/grant restrictions should be
reported separately
• Cash required to be segregated and maintained in
accordance with debt agreements should be reported
as restricted cash
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Statement of Financial Position
Common error: Recognition of CONDITIONAL promises to give where the
condition has not yet been met

• Example: Challenge grants
– If the charity raises $3,000,000 from new donors, donor
will match it!
– Not a valid receivable until the charity has satisfied the
condition; if the $3,000,000 is not raised, charity would not
be entitled to the match
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Statement of Financial Position
Common error: Improper reporting of assets that have been transferred to
others

• Example: Donor-advised funds
– Once cash is transferred to a donor-advised fund, the
donor records a grant but the cash is no longer theirs!
– Can become confusing. The cash is segregated in an
account by the donor-advised fund and the donor can
recommend charities to distribute it to, BUT the donoradvised fund can say “no”, as they have ultimate decision
power!
– Who should the charity send the donor-acknowledgement
letter to? The donor-advised fund or the donor?
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Statement of Financial Position
Common error: Unrestricted, but board designated amounts are reported
as restricted.

• Board-designated amounts should be reported as unrestricted.
• These amounts may be segregated and displayed within the
unrestricted class in the net assets section.
• Have you ever seen a financial statement that shows
$4,000,000 of board-designated net assets and ($5,000,000) of
net assets available for operations? How did the board
designate funds that are gone?
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Statement of Financial Position
Common error: Negative balance displayed in temporarily restricted net
asset class.

• Negative balances are not possible. You cannot
release more restricted amounts than you have. Any
overspending of restricted net assets is charged to
unrestricted net assets.
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Polling Question #1
Which best describes your role at your Organization?
A.
B.
C.
D.
E.

Finance staff of a not-for-profit
Board member of a not-for-profit
Public accountant serving the not-for-profit sector
State regulator
Other
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Statement of Activities

Statement of Activities: Revenue
Common error: Improper reporting of donor imposed restrictions.

• Donor imposed restrictions may be met in the same period
that the contribution is received.
– The organization may adopt an accounting policy that
would report such contributions as unrestricted support.
– All contributions should follow the same policy.
– Policy should be disclosed in the notes.
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Statement of Activities: Revenue
Common error: Net assets not properly released from restriction

• Net assets restricted for specific purposes should be released
from restriction before spending unrestricted net assets on the
same purpose.
• This can be confusing for Boards who are trying to act
prudently with respect to their state’s version of UPMIFA.
Spend temporarily restricted earnings of the endowment OR
consider the other resources of the organization and preserve
the endowment?
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Statement of Activities: Revenue
Common error: Revenue from exchange transactions.

• Revenue from exchange transactions (earned income, fees
for services, etc.) are not contributions.
– Exchange transaction revenue CANNOT be temporarily restricted,
deferred!
– What to do for special events where event takes place after year-end?
– Depends on organization’s policy and what has been communicated to
donor

• Exchange transactions with legal restrictions should be
reported as increases in unrestricted net assets. However,
separate note disclosure on the legal restriction of the asset
may be required.
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Statement of Activities: Revenue
Common error: Contribution revenue related to pledges due in future
periods is reported as unrestricted.

• Revenue related to pledges due in future periods should be
reported as temporarily restricted:
– There is generally an implied time restriction unless donor
indicates that the contribution is intended to support the
current period, in which case it would be reported as
unrestricted
– Pledge could be both purpose and time restricted
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Statement of Activities: Revenue
Common error: Contributed services that do not meet specified criteria.

• Report contributed services if:
– The services create or enhance a nonfinancial asset
– All three of the following apply:
• Services require specialized skills
• Services are provided by someone who possesses those skills
• Services would typically need to be purchased or acquired by the
organization if they had not been contributed

– Could still apply if organization trained its volunteers in a
specialized skill
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Statement of Activities: Expenses
Common error: Reporting of expenses in the restricted column.

• All expenses should be reported as decreases in unrestricted
net assets.
• Losses may be reported in any class (bad debt, investment
losses, etc.)
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Polling Question #2
What is your Organization’s primary revenue source?
A.
B.
C.
D.
E.

Contributions
Membership dues and/or service fees
Government funding
Investment income
Other
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Statement of Functional Expenses

Statement of Functional Expenses
Common misunderstanding: Inclusion in financial statements vs. note
disclosure

• Voluntary health and welfare entities are required to have a
full statement of functional expenses
• What is a voluntary health & welfare entity?
– Not for profit entity that derives its revenue primarily from voluntary
contributions from the general public
– “General public” excludes governmental entities
– Requires both function and natural classifications on the horizontal &
vertical axes of the statement
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Statement of Functional Expenses
Common misunderstanding: Inclusion in financial statements vs. note
disclosure

• All other entities are allowed to report a summarized
functional expenses in a note disclosure or on the face of the
statement of activities. Three categories must be reported:
– Program
– Supporting
– Fundraising
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Statement of Functional Expenses
Common error: Programs reported

• Programs should be presented individually on the
Statement of Functional Expenses with a total of all
program expenses reflected.
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Statement of Functional Expenses
Common error: Allocation of management & general expenses.

• Expenses should be appropriately allocated.

• General management, record keeping, financing, and
other related administrative activities, with the
exception of direct program oversight OR fundraising
activities, should be management and general
expenses.
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Polling Question #3
Who are the primary users of your financial statements?
A.
B.
C.
D.

Donors
Government entities
Board of Trustees/Directors
All of the above
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Statement of Cash Flows
Important Disclosures to Consider

Statement of Cash Flows: Non-cash
• Non-cash transactions are also disclosed.
– Examples:
• Receipt of donated fixed assets
• Forgiveness of debt
• Receipt of donated investments

• Information on significant investing and financing activities
that affect recognized assets & liabilities, but do not result in
cash receipts or payments, must be disclosed. This may be in
narrative form or in a separate schedule.
– Examples:
• Acquisition of PP&E by assuming directly related liabilities
• Receipt of donated PP&E
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Statement of Cash Flows
• Interest paid (less amounts capitalized) are required
to be disclosed.

• Taxes paid (example: excise taxes) are required to be
disclosed.
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Notes to the Financial Statements
Important Disclosures to Consider

Notes to the Financial Statements
Disclosures to Consider
• Fair value level disclosure ASC 820 (including level 3 rollforward)
– Most frequent disclosure errors
– Must disclose the level of the investment
– Must disclose unobservable inputs

• Donated services of volunteers
– Description of services received, amount recognized. If not recognized,
reason should be stated.

• Joint costs should be allocated based on the activities involved,
including a statement that such costs have been allocated
• Nature of restrictions on net assets
– Information on nature & extent of donor-imposed restrictions must be
presented on the face of the statements or in the notes to the financial
statements.
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Notes to the Financial Statements
Disclosures to Consider
• Concentrations

• Income taxes
– Uncertain tax positions taken

• Amount of investment management expense
• Related party transactions
– Disclosure may vary from what gets disclosed in Form 990, Schedule L
(individuals) or Schedule R (entities) reporting

• Endowment
– Including roll-forward of investment return, appropriation for
expenditures, contributions
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Notes to the Financial Statements
Disclosures to Consider
• Leases

• Fixed assets – capitalization policy, method of depreciation,
evaluation for impairment
• Litigation
• Prior period adjustments
– Include nature, reason, or amount of prior period adjustments

• Subsequent events (FASB ASC 855-10-50)
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ASU 2015-07, "Fair Value Measurement (Topic 820): Disclosures
for Investments in Certain Entities that Calculate Net Asset
Value per Share (or its Equivalent)
 In May 2015, the FASB issued ASU 2015-07, "Fair Value Measurement
(Topic 820): Disclosures for Investments in Certain Entities that
Calculate Net Asset Value per Share (or its Equivalent)." ASU 2015-07
removes the requirement to categorize within the fair-value hierarchy
all investments for which fair value is measured using net asset value
("NAV") per share as a practical expedient. The Organization elected
to adopt ASU 2015-07 for the fiscal-year 2015.
 Accordingly, investments for which fair value is measured using NAV
per share as a practical expedient have not been categorized within
the fair-value hierarchy, and certain related tables have been properly
excluded from the financial statements. The amendment has been
applied retrospectively to all periods presented.
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ASU 2015-07, "Fair Value Measurement (Topic 820): Disclosures
for Investments in Certain Entities that Calculate Net Asset
Value per Share (or its Equivalent)
June 30, 2015
Level 2
Level 3

Level 1
Money-market funds
U.S. government and agency obligations

$

276,000

$
$

Mutual funds - equities

Total

98,000

340,000

340,000

Corporate bonds

69,000

Domestic equities
Mutual funds - bonds

276,000
98,000

69,000

99,000
77,000

99,000
77,000

Private equity limited partnerships

$

1,000,000

1,000,000

Long/short equity hedge funds and LPs
Not-readily-marketable securities

6,000
4,000

6,000
4,000

Foreign bonds

9,150

9,150

Private corporate bonds

9,250

9,250

Hedge funds valued at NAV
Total funds

251,000
$

792,000

$

167,000

$

1,028,400

$

2,238,400
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Level 3: Unobservable Inputs
The following provides information on the valuation techniques
and nature of significant unobservable inputs used to determine
the value of Level 3 assets:

Valuation Techniques

Fair Value at

Unobservable

June 30, 2015

Inputs

Range of Inputs

Not-readily-marketable
securities

Relative value analysis

$

4,000

Expected recovery

N/A

Foreign bonds

Relative value analysis

$

9,150

Expected recovery

0.77% - 1.35%

Private corporate bonds

Relative value analysis

$

9,250

Expected recovery

10%
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Polling Question #4
Does your Organization have investments that are
valued under NAV?
A. Yes
B. No
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FIN 48 (ASC 740):
Accounting for Uncertainty in Income Taxes
• Financial Accounting Standards Board (FASB) Interpretation
No. 48, Accounting for Uncertainty in Income Taxes. This
standard states that all entities using GAAP for financial
statement reporting purposes are required to disclose
information regarding uncertain tax positions in the notes to
their financial statements.
–
–
–
–

Unrelated Business Income
Tax-Exempt Status
This note appears within federal Form 990, Schedule D
What about open tax years?
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FIN 48 (ASC 740):
Accounting for Uncertainty in Income Taxes
The Center for Plain English Accounting (CPEA), Technical Practice Aid (TPA or
TIS) 5250.15, which required an entity to disclose a description of tax years that
remain subject to examination regardless of whether an entity has any
uncertain tax positions (i.e., unrecognized tax benefits), has been deleted.
Members of the FASB and Private Company Council (PCC) said that the
guidance in TPA 5250.15, Application of Certain FASB Interpretation No. 48
(codified in FASB ASC 740-10) Disclosure Requirements to Nonpublic Entities
That Do Not Have Uncertain Tax Positions, should change and that disclosures
of open tax years are necessary only if an entity has unrecognized tax benefits.
The March update for AICPA Technical Questions and Answers, which contain
TPAs, has deleted TPA 5250.15.
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Endowment: Sample Disclosure
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Endowment: Sample Disclosure

42

Fixed Assets: Sample Disclosure
Property and equipment:
• Property and equipment are stated at their costs at the dates of
acquisition. Depreciation is calculated using the straight-line method over
the estimated useful lives of the assets, ranging from three to thirty-five
years. Land is not depreciated.
• The Foundation's policy is to capitalize those amounts that are both over
the threshold of $5,000 and have a useable life of three years or greater.
• Management evaluates the recoverability of the investment in long-lived
assets on an ongoing basis and recognizes any impairment in the year of
determination. Long-lived assets were tested for impairment as of
December 31, 2014 and 2013, and, in the opinion of management, there
was no impairment. It is reasonably possible that relevant conditions
could change in the near term and necessitate a change in management’s
estimate of the recoverability of these assets.
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Debt Disclosures
At a minimum you need to include the following:
• Description of the debt
• Collateral
• Interest rate
• Covenants, in compliance?
• Guarantees
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Staying Updated on Accounting
Pronouncements & Application

Staying Updated on Accounting Pronouncements &
Application
• www.aicpa.org
–
–
–
–

A&A Guide for Not-For-Profit Entities
Nonprofit Accounting & Auditing Annual Update
GAQC
Center for Plain English Accounting
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A&A Guide for
Not-For-Profit Entities
Staying Updated on Accounting
Pronouncements & Application
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A&A Guide for NFP Entities
• Comprehensive revision issued in March 2015
• Authoritative Status of AICPA Guides – basis of accounting is
from GAAP, but guides provide additional explanation and
practical guidance
• Includes significantly expanded guidance on donated services
between affiliated entities, split-interest agreements, etc.
• Expanded guidance on expiration of restrictions
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About the AICPA’s NFP Section
• Get NFP tools and
resources all in one
place
• Find it at:
www.aicpa.org/nfp
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Sign up for FASB’s electronic Action Alert
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Staying Current on FASB Exposure Draft




FASB on Twitter
www.fasb.org
 Pages on FASB website for NFPs
 Project summaries
 FASB in Focus executive summaries
 Podcasts

 Webcasts
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Questions
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Phil Bergamo
Senior Manager
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Jessica Dima
Senior
EisnerAmper LLP
jessica.dima@eisneramper.com
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This publication is intended to provide general information to our clients and
friends, It does not constitute accounting, tax, or legal advice; nor is it intended to
convey a thorough treatment of the subject matter.

