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Objectives:
Accounting and Audit
New Not-for-Profit Financial Reporting Model
Tax and Compliance
Tax Cuts and Jobs Act
Form 990 / 990T Topics
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Overview
FASB ASU 2016-04; Not-for-Profit
Entities (Topic 958): Presentation of
Financial Statements of Not-for
Profit Entities
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Five Topics of ASU
Topic 1: Net Asset Classification
Topic 2: Liquidity Information
Topic 3: Financial Performance: Operating
Measures
Topic 4: Reporting of Investment Returns and
Expenses
Topic 5: Cash Flow Statement
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Financial Statements of NFPs
• Effective for fiscal
years beginning after
December 15, 2017
(i.e., 2018 calendar
years)
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Topic 1:
Net Asset Classification
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Net Asset Classification
Current
GAAP

Revised
GAAP
+
Disclosures

Unrestricted

Temp.
Restricted

Perm.
Restricted

Without Donor
Restrictions

With Donor Restrictions

Amount, Purpose,
& Type of Board
Designations*

Nature & Amount
of Donor Restrictions

* New disclosure requirement
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Balance Sheet Implementation
Net Assets:

Minimum
presentation required

Without donor restrictions

84,915

With donor restrictions

193,490

Total net assets

278,405

Net Assets:
Without donor restrictions
Undesignated
Designated by the Board for [purpose]

Alternative
disaggregation allowed

79,915
5,000
84,915

With donor restrictions
Time restricted only, for periods after
20x1

22,500

Purpose restricted

53,790

Perpetual in nature

117,200
193,490

Total net assets

278,405
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Statement of Activities
Not-for-Profit Entity A Statement of Activities
For the year ended December 31, 20X1 (in thousands)
Without Donor
Restrictions
Revenues, gains and other support
Contributions
Investment return, net
Net assets released from restrictions
Satisfaction of program restrictions
Expiration of time restrictions
Appropriation from donor endowment

$

8,640
6,650

With Donor
Restrictions
$

Total

8,390
17,020

$

17,030
23,670

8,990
1,500
7,500

(8,990)
(1,500)
(7,500)

-

Total net assets released from restrictions

17,990

(17,990)

-

Total revenues, gains, and other support

33,280

7,420

40,700

Expenses and losses
Program A
Program B
Management and general
Fundraising

14,580
9,560
4,750
4,390

-

14,580
9,560
4,750
4,390

Total expenses

33,280

-

33,280

4,815

7,420

12,235

80,100

186,070

266,170

193,490

$ 278,405

Change in net assets
Net assets, beginning of year
Net assets, end of year

$

84,915

$
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Board-Designated Net Assets
• New required disclosure of
nature and amounts of board
designations of net assets
• Definition indicates a need for
NFPs to have policies and/or
practices regarding board
designation on net assets –
even if no designations
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Presentation of Board Designated Net Assets
May disclose on the face of the statement of financial position or in the notes
Net Assets
Without donor restrictions
Undesignated

$ 3,057,607

Designated by the Board for operating reserve
Designated by the Board for endowment
Invested in property and equipment, net of related debt

300,000
15,511,186
21,159,885
$ 40,019,678

Note 13 – Net Assets Without Donor Restrictions
The Board of Directors of XYZ Organization has several standing
board policies that affect the presentation of board designations
on net assets. Bequests without donor restrictions are designated
for long-term investment (quasi-endowment).
The quasiendowment fund balance totaled $35,000 at December 31, 20XX.
Additionally, the Board of Directors has established an operating
reserve with the objective of setting funds aside to be drawn upon
in the event of financial distress or an immediate liquidity need.
The operating reserve balance totaled $20,000 at December 31,
20XX.
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“Underwater” Endowments
Revised Net Asset Classification

Enhanced Disclosures

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, & any
governing board policy or decision to
reduce or not spend from such funds.
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Expiration of Capital Restrictions
Gifts of cash restricted for acquisition or
construction of PP&E
• In absence of explicit donor restrictions,
NFP’s would be required to
use the placed-in-service
approach (no more
implied time restrictions)
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Topic 2:
Liquidity Information
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Liquidity Information
• Quantitative information about:
a) Total amount of financial assets
b) Amounts that are not available to meet cash
needs within one year because of (1) nature (2)
external limits & (3) internal actions of a
governing board

(Classified balance sheet?)
• Qualitative information about how the
organization manages its liquidity. For example,
organization might disclose:
a) Its strategy for addressing organization-wide
risks that may affect liquidity, including its use
of lines of credit
b) Its policy for establishing liquidity reserves
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Liquidity Quantitative Information
Example Disclosure
Financial assets, at year-end*

$234,410

Less those available for general expenditures within one year, due to
Contractual or donor-imposed restrictions
Restricted by donor with time or purpose restrictions

(11,940)

Subject to appropriation and satisfaction of donor restrictions **

(75,500)

Investments held in annuity trust

(4,500)

Board designations
Quasi-endowment fund, primarily for long-term investing **
Amounts set aside for liquidity reserve
Financial assets available to meet cash needs for general expenditures within one year

(36,600)
(1,300)
$104,570

*Total assets, less nonfinancial assets (e.g. PP&E, inventory, prepaid)
**Excludes amounts that have been appropriated for next 12 months that do not have purpose
restrictions
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Liquidity Quantitative Information
Example Disclosure
Financial assets available for general expenditures, that is, without donor or other
restrictions limiting their use, within one year of the balance sheet date, comprise the
following:
Cash and cash equivalents

$2,400

Accounts receivables

26,570

Contribution receivables

32,000

Operating investments

39,000

Endowment spending-rate distributions and appropriations

4,600
$104,570
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Liquidity Qualitative Information

Example Disclosure
“….part of NPO Entity’s liquidity management policy has structured
its financial assets to be available for its general expenditures and
other obligations that come due. NPO Entity invests cash in excess
of daily requirements in short-term investments. There is a fund
established by the governing board that may be drawn upon in the
event of financial distress or an immediate liquidity need. In the
event of an unanticipated liquidity need, NPO Entity also could
draw upon $50,000 of available line of credit….”
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Topic 3:
Financial Performance:
Operating Measures
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Operating Measures: Improved Disclosures
Reinforcing current GAAP requirement about
transparency of component of any operating measures
presented:
• NFP’s utilizing an operating measure that reflects
governing board designations, appropriations, and
similar actions (internal transfers) must report these
types of internal transfers appropriately
disaggregated and described by
type (either on the face of
the statement of activities
or in the notes).
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Topic 4:
Reporting of Investment Returns
and Expenses
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Reporting of Investment Returns
How to Present?

What to Disclose?

• Net presentation of
investment expenses
against investment
return on the face of the
statement of activities

• Disclosure of investment
expenses no longer
required
• No longer require
disclosure of investment
income components
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Reporting of Expenses
• Present an analysis of expenses by function
and nature in one location
• Include a description of the method used
to allocate costs among program and
support functions
• Improved guidance about
management and general expenses
• Reduced inconsistencies
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Reporting of Expenses
Expense by nature and function – one place in the F/S
FUNCTION

N
A
T
U
R
E

Salaries and benefits
Grants to others
Occupancy
Depreciation
Professional services
Travel
Other
Total

Program Activities
Programs
Program A Program B Subtotal

Supporting Activities
Management
Fund- Supporting
and General raising
Subtotal

$

$

7,400 $
2,070

3,900 $ 11,300
750
2,820

1,160
1,440
160
170

600
570
1,490
95

1,760
2,010
1,650
265

218
250
200
27

240

185

425

500

$ 12,640 $

7,590 $ 20,230

$

1,130 $

960 $

Total
Expenses

2,090
-

$ 13,390
2,820

100
140
390

318
390
590
27

2,078
2,400
2,240
292

350

850

1,275

4,265

$ 24,495

2,325 $ 1,940 $
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What does it mean?
• Functional classification: method of grouping expenses
according to the purpose for which costs are incurred. The
primary functional classifications are program services and
supporting activities.
– Program services: activities that result in goods and service
being distributed to beneficiaries, customers, or members
that fulfill the purposes or mission for which the NFP exists
– Supporting services: activities of a NFP other than program
services and generally include:
• Management and general
• Fundraising
• Membership development
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Cost Allocations

Required to include a description of the method used
to allocate costs among program and support
functions.
Example of additional required disclosures:
The expenses that are allocated include depreciation,
interest and office and occupancy, which are allocated
on a square-footage basis, as well as salaries and
benefits, which are allocated on the basis of estimates
of time and effort.
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Topic 5:
Cash Flow Statement
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Cash Flow Statement
• Can use either the direct
method or indirect
method for reporting
cash flows from
operating activities.
• If the direct method is
used, a reconciliation to
the indirect method may
be reported, but is not
required.
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Things to Consider:
Are my FS’s GAAP vs. Modified Cash (modifications?)
Presentation of In-House Financial Statements?
Documentation/Policies – Board Designations?
Documentation – Donor Restrictions?
Written Cash/Investment Management Policies
(liquidity and availability)
• Expense Allocation Methodology (e.g., square feet,
time and effort)
• Discussions with your CPA / Auditor
•
•
•
•
•
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Overview
Tax Cuts and Jobs Act
Form 990 / Form 990T Form 1120POL
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Tax Cuts and Jobs Act – Non-profits
What’s New for 2018?
• Excise tax on executive compensation over $1
million
• Change in reporting of net assets for ASU 2016-14
• Increase in UBI for disallowed fringe (qualified
parking fringe)
• Schedule B contributor names and addresses no
longer required for certain NPOs
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Tax Cuts and Jobs Act – Non-profits
• Tax rate changed to 21%, if organized as a
corporation
• Separate computation of UBIT by activity
– For example:
• Rental Income
• Administrative services
• Advertising revenue
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UBI for Qualified Parking Fringe
• Effective January 1, 2018
• Tax-exempt employers must treat as unrelated
business income the cost of providing parking to
their employees
• If total UBI exceeds $1,000, organization must file
Form 990-T and applicable state returns
• IRS Notice 2018-99 provides “operational
guidance” for computations
• IRS Notice 2018-100 provides “relief guidance” for
estimated tax payments
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UBI for Qualified Parking Fringe – “Easy Out”
• How do you provide parking to employees?
– Own or lease a parking facility (lot, garage, etc.)

• Do you provide reserved parking to employees?
– No

• On a typical day of operations, is the primary use
of parking spaces (more than 50%) to provide
parking to employees?
– No

• The organization would not generally be subject to
UBI for the Qualified Parking Fringe
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UBI for Qualified Parking Fringe – “Dig deeper”
• On a typical day, primary use (more than 50%) is
to provide parking to employees
• Do you pay a third party for specific employee
parking? Yes
• Do you provide reserved or restricted spaces for
employees? Yes
• Do you have a combination of third party paid
parking and owned/leased parking? Yes
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Form 990
• Forms 990/990EZ/990N (one, but not all) are
informational returns required to be filed by most
nonprofit organizations (NPOs) each year.
– Churches and certain governmental organizations are
exempt from filing.
– PACs must file when gross receipts exceed $100,000
for the year.

• Failure to file a return for 3 consecutive years
results in automatic revocation of tax exempt
status.
• Open to public inspection.
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Form 990
Organization’s Mission
Organizational Documents
Governance and Management Policies
Financial Statements
Form 990 / 990EZ
Political Activity
Lobbying Activity

April 5, 2016
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Organization’s Mission
• Board of Directors has
responsibility for many items including:
• Determining / formulating the mission and vision
• Determining who will carry out the mission by selecting
officers, staff, defining duties, and providing for follow-up
and accountability
• Ensuring operating activities align with mission and vision:
•
•
•
•

April 5, 2016

Fundraising activities
Policies and Procedures
Legal and ethical conduct
Processes of Accountability (internal controls)
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Organization’s Mission
• Mission / Most Significant Activities
• Do we have a defined written mission statement?
• Is it Board formulated?
• Is it reviewed / revised periodically?
• Is it communicated throughout the organization?
• Program Service Accomplishments
• Required to describe the 3 largest programs on 990
• 501(c)(3) & (4) ‘s report revenues, grants, and expenses
• Significant changes to activities (new or ceased)

April 5, 2016
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Organizational Documents
• Reasons for Importance to Board Members:
– Typically, members must comply with the
applicable state not-for-profit statutes in order
to protect directors from personal liability
– Org Docs are first element of well established
good governance structure
– Board members should be familiar with these
documents in order to operate the Organization
legally and effectively
April 5, 2016
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Organizational Documents
• The Primary Governing Documents:
•
•
•
•

Articles of Incorporation or Association
Bylaws
Application for Exempt Status
IRS Determination Letter

• Periodic review and update (By-Laws Committee)?
• Are our activities consistent with the organizational
documents?
• Are our organizational documents consistent with our
activities?

April 5, 2016
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Governance and Management Policies
• Compensation Policy – Executive / Officers / Key Employees
• Do we have a policy / process?
• Does it satisfy the IRS’s “Rebuttable Presumption Test”
• Was the arrangement approved in advance?
• Approved by an authorized body with review by independent
persons without a conflict of interest?
• Did we use appropriate comparability data?
• Can we provide contemporaneous substantiation of the
deliberation & decision?

• Does the process address fringe benefits?
• Does Form 990 describe the process accurately?

April 5, 2016
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Governance and Management Policies
• Conflicts of Interest Policy
• Do we have a written policy / process?
• Are officers, directors and key employees required to disclose
annually interests that could give rise to conflicts?
• Do we regularly and consistently monitor and enforce compliance
with the policy?
• Do we have in place a “good faith effort” to identify business
relationships and transactions with and among the following on an
annual basis?
• Officers, Directors, or Key Employees
• Family members of Officers, Directors, or Key Employees
• Entities owned by Officers, Directors, or Key Employees (35%)

April 5, 2016
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Governance and Management Policies
• Whistleblower / “Ethics” Policy
• Do we have a written policy / process?
• Do we regularly and consistently monitor and enforce compliance
with the policy?

• Accounting Policy Handbook
•
•
•
•

Do we have a written accounting policy handbook?
Does it identify each significant position?
Does it describe job responsibilities of each position?
Does it describe processes and internal controls related to each
major transaction cycle?
• Do we regularly and consistently monitor and
enforce compliance with the policy?

April 5, 2016
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Governance and Management Policies
• Document Retention and Destruction
• Do we have a defined retention policy / process for destruction?
• Does our policy address electronic files?
• Does our policy address backup issues?

• Investment Policy
•
•
•
•
•

Do we have a policy that guides and/or restricts our investments?
What is the nature of our investment activities (retail broker / fiduciary) ?
Does policy define general parameters for types and allocations?
Does policy discuss engagement of and monitoring of advisors?
Does policy call for oversight / monitoring of performance by board or
investment committee?
• Does the policy provide guidance for alternative investments (e.g., joint
ventures, subsidiaries, for-profit entities, complicated and sophisticated
financial products?

April 5, 2016
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Governance and Management Policies
• Travel and Entertainment Expense Policy
• Do we have a written policy?
• Do we address automobiles (owned by company and employee)?
• Under accountable expense reimbursement plans?
• Under non-accountable expense reimbursement plans?
• Does our policy / process provide for adequate substantiation?
• Does our policy / process provide for capture of information related
to travel and entertainment activities of certain Officers, Directors,
and Key Employees?
• Does our policy / process provide for capture of information related
to payments for public officials where aggregate > $1,000?
• Do our policies and processes result in proper income reporting to
employees with regard to W-2, etc.?

April 5, 2016
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Financial Statements
• External / Internal Requirements
• Do our governing documents require something specific?
• Are we subject to State law requiring audit, review, or compilation?
• Are we subject to the Federal “Single Audit” (Super Circular, formerly A133) because we receive and disburse federal funds > $750,000?
• Do we have a specific requirement related to a contract or grant?
• Do we have a specific requirement with a bank related to indebtedness
and/or debt covenants?

• Financial Statement Preparation / Oversight of:
• Compiled by an independent CPA?
• Reviewed by an independent CPA?
• Audited by an independent CPA?

April 5, 2016
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Financial Statements
• Audit Committee or equivalent
• If we have audit, review, or compilation, do we have a committee
that assumes responsibility for oversight of the audit, review, or
compilation?
• Is the function handled by another committee – Exec, Finance,
Budget?

• Audit Committee or equivalent typically:
•
•
•
•
•

Evaluates proposals for the provision of audit services
Engages an independent CPA to perform the audit
Communicates with the auditor during audit planning
Oversees and evaluates the delivery of audit services
Meets with or communicates with the auditor at the conclusion of
the audit regarding significant findings and audit results.

April 5, 2016
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Form 990 / 990EZ
• Organizational Review of Form 990?
• Do we provide a copy of Form 990 to all members of the governing
body before filing the form?
• Do we have a process for the review of Form 990 prior to its filing and is
it properly described?

• Public Inspection Copies of Form 990
• How do we make Form 990 available for public inspection?
• Our website / Another Organization’s website?
• Upon request from public / other
• Do we have a “public inspection” copy of Form 990 available?
• Certain parts of completed Form 990 are not
subject to public inspection (e.g., Schedule B
– Contributors in most cases)

April 5, 2016
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Political Activity
• Political Activity – participation or intervention
in an election in order to influence the election
of a candidate for federal, state, or local office.
• IRC 501(c)(3)’s are prohibited from participating in political activity
• Other IRC 501 (c)’s may participate, but there may be consequences
such as excise tax or jeopardized tax exempt status

• Are we involved in political activities or contributions?
• If applicable, have we reported and paid any excise taxes that may be due
related to this activity?
• Is information related to the Organization’s political activity accurately
presented ?
• Have we provided the proper notifications to dues paying members related to
political activity?
• Have we dealt with excise taxes as applicable?

April 5, 2016
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Lobbying Activity
Lobbying Activity
– Direct lobbying
activity in order
to influence the
legislative or rule
making process
at the federal or
state level, but
not the local
level.

April 5, 2016

• IRC 501(c)(3)’s can conduct
limited lobbying activity and
can make a 501(h) election in
order to do so
• IRC 501 (c)(4), (5) and (6)’s
must comply with dues
notification / proxy tax
regulations
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Lobbying Activity
• Are we involved in direct or grassroots lobbying efforts?
• If subject to IRC 6033 (dues notification / proxy tax requirements),
have we documented the Organization’s election as to dues
notifications or payment of the proxy tax?
• Is information related to the Organization’s (both 501(c)(3)’s and (4),
(5) and (6)’s) lobbying activity accurately presented?
• Have we provided the proper notifications to dues paying members
related to lobbying activity?

April 5, 2016
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Form 990-T – Unrelated Business Income Tax
• Why enacted?
– To prevent tax-exempt organizations from unfairly
competing with taxable for-profit businesses.
– Came into law in 1950
– Cannot be “significant” part of activities
– Can cause loss of exemption
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Unrelated Business Income – 3 Part Test
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Form 1120-POL
• Must be filed when NPOs make indirect
contributions to political action committees
(PACs) or direct political contributions to
candidates
• PACs must file Form 1120-POL when interest
income exceeds $100 for the year

56

57

M. Chad Singletary, CPA, CGMA
Montgomery, Alabama
334-386-5208
csingletary@cricpa.com
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