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Chapter 14Chapter 14
!! Accounting for NotAccounting for Not--forfor--Profit Profit 

OrganizationsOrganizations
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SFAS NO. 116:SFAS NO. 116:
Accounting for Accounting for 
Contributions Received Contributions Received 
and Contributions Madeand Contributions Made

SFAS NO. 117:SFAS NO. 117:
Financial Statements ofFinancial Statements of
NotNot--forfor--Profit OrganizationsProfit Organizations
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CommonaltiesCommonalties
!! Organization TypeOrganization Type
!! Fund AccountingFund Accounting
!! Net Asset ClassificationsNet Asset Classifications

"" Permanent RestrictionsPermanent Restrictions
"" Temporary RestrictionsTemporary Restrictions
"" Unrestricted Net AssetsUnrestricted Net Assets



4

SFAS 116:SFAS 116: Contributions Contributions 
Received and MadeReceived and Made
!! Cash, Other Assets, Cash, Other Assets, 

Promises to Give, Promises to Give, 
NonNon--Reciprocal TransfersReciprocal Transfers

!! Fair ValueFair Value
!! Donor Imposed Donor Imposed 

Condition vs. Restriction  Condition vs. Restriction  
!! Contributed ServicesContributed Services
!! Contributions MadeContributions Made
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Recognition Recognition 
of Restricted Contributionof Restricted Contribution
!! Restricted SupportRestricted Support
!! Unconditional PromiseUnconditional Promise
!! Long Lived Assets Long Lived Assets 

Restricted SupportRestricted Support
!! Recognize in PeriodRecognize in Period

Received or PledgedReceived or Pledged
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Expiration of Restricted SupportExpiration of Restricted Support

!! Recognize in Period of ExpirationRecognize in Period of Expiration
"" Decrease in Temporary Decrease in Temporary 

Restricted Net AssetsRestricted Net Assets
"" Increase in Unrestricted Net Increase in Unrestricted Net 

AssetsAssets
""↑↑↑↑↑↑↑↑ & & ↓↓↓↓↓↓↓↓ alwaysalways equal amountequal amount



7

Expiration of Restricted Support Expiration of Restricted Support 
cont…cont…
!! Depreciable Asset ExpirationDepreciable Asset Expiration

"" Policy exists Policy exists –– reclassify reclassify 
depreciation amount every depreciation amount every 
periodperiod

"" No policy exists No policy exists –– reclassify reclassify 
capitalized amount in period capitalized amount in period 
purchasedpurchased
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Contributed Contributed 
Collection ItemsCollection Items
!! Do Not Recognize If:Do Not Recognize If:

"" Held for public exhibition,Held for public exhibition,
education or researcheducation or research

"" Protected, unencumbered,  Protected, unencumbered,  
preservedpreserved
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...Contributed ...Contributed 
Collection ItemsCollection Items
!! Do Not Recognize If:Do Not Recognize If:

"" Proceeds from sales used toProceeds from sales used to
acquire more collection itemsacquire more collection items
(policy exists)(policy exists)

"" Cash flows related toCash flows related to
items create increases and items create increases and 
decreases in net assetsdecreases in net assets
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...Contributed...Contributed
Collection ItemsCollection Items
!! Retroactive capitalizationRetroactive capitalization

encouraged, prospective encouraged, prospective 
recognition allowedrecognition allowed
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SFAS 117:  SFAS 117:  
Financial Statements ofFinancial Statements of
NotNot--forfor--Profit OrganizationsProfit Organizations
!! General Purpose Financial General Purpose Financial 

Statements:  Statements:  
Required Statements Include:Required Statements Include:
"" Statement of Financial PositionStatement of Financial Position
"" Statement of ActivitiesStatement of Activities
"" Statement of Cash Flows Statement of Cash Flows 
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SFAS 117:  SFAS 117:  
Financial Statements of Financial Statements of 
NotNot--forfor--Profit OrganizationsProfit Organizations
!! General Reporting GoalsGeneral Reporting Goals
!! Specific Reporting GoalsSpecific Reporting Goals
!! How to Report, How to Report, 

Not When or How to MeasureNot When or How to Measure
!! Basic Information Basic Information 
!! Additional StatementsAdditional Statements
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Reporting and DisclosureReporting and Disclosure
RequirementsRequirements
!! Unconditional Promise Unconditional Promise 

ReceivablesReceivables
!! Conditional PromisesConditional Promises
!! Contributed ServicesContributed Services
!! CollectionsCollections
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Exhibit 1Exhibit 1

NotNot--ForFor--Profit OrganizationProfit Organization
Statement of Financial PositionStatement of Financial Position

June 30, 19X1 and 19X0...June 30, 19X1 and 19X0...



$$ Cash and cash equivalentsCash and cash equivalents
$$ Accounts & interest receivableAccounts & interest receivable
$$ Inventories & prepaid expensesInventories & prepaid expenses
$$ Contributions receivableContributions receivable
$$ ShortShort--term investmentsterm investments
$$ Assets restricted to investment in land, Assets restricted to investment in land, 

buildings, & equipmentbuildings, & equipment
$$ Land, buildings, & equipmentLand, buildings, & equipment
$$ LongLong--term investmentsterm investments

Total assetsTotal assets

Assets:Assets:
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Liabilities and Net Assets:Liabilities and Net Assets:
Accounts payableAccounts payable
Refundable advanceRefundable advance
Grants payableGrants payable
Notes payableNotes payable
Annuity obligationsAnnuity obligations
LongLong--term debtterm debt

Total LiabilitiesTotal Liabilities
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Net assets:Net assets:
UnrestrictedUnrestricted
Temporarily restrictedTemporarily restricted
Permanently restrictedPermanently restricted

Total net assetsTotal net assets
Total liabilities and net assetsTotal liabilities and net assets
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Exhibit 2, Format BExhibit 2, Format B

NotNot--forfor--Profit OrganizationProfit Organization
Statement of ActivitiesStatement of Activities

Year Ended June 30, 19X1Year Ended June 30, 19X1



Un
res

tric
ted

Un
res

tric
ted

Te
mp.

Te
mp.

Re
str

ict
ed

Re
str

ict
ed

Pe
rm

. 
Pe

rm
. 

Re
str

ict
ed

Re
str

ict
ed

To
tal

To
talRevenues, gains & Revenues, gains & 

other support:other support:
Contributions Contributions 
FeesFees
Income on longIncome on long--term  term  

investmentsinvestments
Other investment incomeOther investment income
Net unrealized & realized   Net unrealized & realized   

gains on longgains on long--term   term   
investmentsinvestments
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To
talRevenues, gains & Revenues, gains & 

other support:other support:

OtherOther
Net assets released from Net assets released from 

restrictionsrestrictions
Satisfaction of programs Satisfaction of programs 

restrictionsrestrictions
Satisfaction of equipment Satisfaction of equipment 

acquisition restrictionsacquisition restrictions
Expiration of time Expiration of time restricrestric..

Total revenues, gains, Total revenues, gains, 
and other supportand other support
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tal

To
talExpenses & Expenses & 

Losses:Losses:
Program AProgram A
Program BProgram B
Program CProgram C
Mgmt & GeneralMgmt & General
Fund RaisingFund Raising

Total ExpensesTotal Expenses
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tal

To
talExpenses & Losses:Expenses & Losses:

Fire lossFire loss
Actuarial loss on annuity Actuarial loss on annuity 

obligationsobligations
Total expenses & lossesTotal expenses & losses
Change in net assetsChange in net assets
Net assets at beginning Net assets at beginning 

of yearof year
Net assets at end of yearNet assets at end of year
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Exhibit 4Exhibit 4

Functional and Natural Functional and Natural 
ClassificationClassification



Expenses incurredExpenses incurred
were for:were for:
Salaries, wages, &Salaries, wages, &

benefitsbenefits
Grants to other Grants to other 

organizationsorganizations
Supplies & travelSupplies & travel
Services & pro. feesServices & pro. fees
Office & OccupancyOffice & Occupancy
DepreciationDepreciation
InterestInterest

Total expensesTotal expenses
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Recognition of Depreciation Recognition of Depreciation 
by Notby Not--forfor--Profit OrganizationsProfit Organizations

SFAS No. 93SFAS No. 93
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SFAS 124SFAS 124
Accounting for CertainAccounting for Certain
Investments Held byInvestments Held by
NotNot--forfor--Profit OrganizationsProfit Organizations
A.  A.  All categories carried All categories carried 

at fair value.at fair value.
1.  Current asset1.  Current asset

exchange priceexchange price
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B.  B.  Realized and UnrealizedRealized and Unrealized
Gains / LossesGains / Losses

1.  Gains1.  Gains
2.  Losses2.  Losses
3.  Net Appreciation Value3.  Net Appreciation Value

a.  Income / gainsa.  Income / gains
b.  Lossesb.  Losses

...SFAS 124...SFAS 124
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...SFAS 124...SFAS 124
D.  D.  Related Investment Related Investment 

StandardsStandards
1.  SFAS 105 Disclosure of 1.  SFAS 105 Disclosure of 

Information about Financial Information about Financial 
Instruments with Instruments with 
OffOff--BalanceBalance--Sheet Risk and Sheet Risk and 
Financial Instruments with Financial Instruments with 
Concentration of Credit RiskConcentration of Credit Risk
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FASB 136FASB 136
Accounting for Transfers of Assets to Accounting for Transfers of Assets to 

a Nota Not--forfor--Profit Organization or Profit Organization or 
Charitable Trust that Raises or Charitable Trust that Raises or 
Holds Contributions for Others.Holds Contributions for Others.
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FASB 136 Cont…FASB 136 Cont…
!! Variance power exists: Variance power exists: 

recognize contribution recognize contribution 
incomeincome

!! Variance power does not Variance power does not 
exist: recognize liabilityexist: recognize liability


