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About the presenter……
Ken is a CPA and CGMA, licensed in Virginia and North Carolina, 
with over 20 years’ experience in not-for-profit accounting and 
taxation. Ken audited local councils with McGladrey & Pullen 
(now RSM) and served as CFO of the Heart of Virginia Council in 
Richmond, VA for 8 years on a contract basis as managing 
principal of his own CPA firm in Richmond. Ken authors both the 
Local Council Guide to the Audit and Local Council Guide to IRS 
Form 990, among other publications, and can be reached at 
ken.moran@scouting.org.

Note: The following information is being provided for educational purposes only and should 
not be acted upon before consulting your council’s locally licensed professionals. 
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Presentation of Financial Statements 
of NFP Entities

(ASU 2016-14, Issued August 2016)



ASU 2016-14 Overview 

• After 20-plus years, the FASB issued new standard on
financial statements of not-for-profit entities.

• All not-for-profit organizations affected—including local
councils.

• Goal is to simplify, clarify, and make transparent.
• Effective for 2018 financial statements (audits in 2019).
• Phase 1 of 2.

(Phase 2 rolled into Financial Performance Reporting Research Project)



ASU 2016-14 Key Provisions

• Liquidity and Availability
• Net Asset Classification
• Investment Return
• Board Designations/Appropriations
• Functional Expenses
• Statement of Cash Flows
• Underwater Endowments
• Gifts of PP&E



Liquidity and Availability
• Quantitative information that communicates the availability 

of an NFP's financial assets at the balance sheet date to meet 
cash needs for general expenditures within one year of the 
balance sheet date. 

• Qualitative information that communicates how an NFP 
manages its liquid resources that are available to meet cash 
needs for general expenditures within one year of the balance 
sheet date. 



L&A—Quantitative information



L&A—Qualitative information



L&A—Preparing for the Audit



Net Asset Classification
Old (Three Categories)

• Unrestricted

• Temporarily Restricted

• Permanently Restricted

New (Two Categories)
• Without Donor

Restrictions

• With Donor Restrictions



Net Asset Classification
Q: Why the need for change?

A:  FASB felt that UPMIFA blurred the line              
between PRNA and TRNA—if you can spend 
from an underwater endowment fund, is it 
really permanently restricted?



Net Asset Classification
Q: What has changed?

A:  Your PeopleSoft “audit format” Statement of 
Financial Position and Statement of Activities 
and Changes in Net Assets have been updated 
to comply with the new ASU (examples follow). 







Net Asset Classification
Q: Do local councils need to change their 
accounting procedures to comply with the new 
rules?
A:  No*. The way you account for donor 
restrictions has not changed! With minimal 
exceptions, your chart of accounts has not 
changed. *Except for underwater endowments discussed later.



Net Asset Classification
Q: What about footnote disclosure for net assets 
with donor restrictions in our audit—do they 
change?
A:  Yes—disclosures are “enhanced” to include 
how donor restrictions affect the use of 
resources (see following example).





Net Asset Classification
Q: What about net asset reclassifications—any 
changes there?
A: Just a change in presentation in the Statement of 
Activities and Changes in Net Assets. We also added 
another account, 4502, Contributions – Other Direct 
– Purpose to delineate between time and purpose 
restrictions in Other Direct gifts.





Investment Return
• Now required to report investment return net of external and 

direct internal investment expenses.
• FASB believes will provide better comparability across all 

NFPs—regardless of whether investments managed internally, 
externally, or both—OR—whether the NFP invests in vehicles 
that have embedded fees (mutual funds, hedge funds, etc.).

• No longer requiring disclosure of netted fees will ease 
administrative burden/reduce costs.

• Still required to report separately on IRS Form 990. 



Board Designations/Appropriations
• New ASU calls for “enhanced” disclosures about amounts and 

purposes of governing board designations, appropriations, 
and similar actions that result in self-imposed limits on the 
use of resources without donor-imposed restrictions as of the 
end of the period.

• FASB felt that, without such disclosure, financial statement 
users might make erroneous assumptions regarding net assets 
available to meet cash needs for general expenditures in the 
coming year. 



Board Designations/Appropriations



Board Designations/Appropriations



Board Designations/Appropriations—
Preparing for Your Audit

• Inventory your board designations and 
appropriations.

• Transfers will require explanation in footnotes.
• Auditors will be paying special attention to 

board minutes—make sure they are 
complete/up-to-date.



Functional Expenses
• ASU 2016-14 requires all NFPs to present now 

(previously applied to just VH&W orgs).
• Not new to the BSA, however requirement to 

disclose method(s) of allocating unallocated 
expenses is new.

• Expect increased focus by auditors on 
allocation methods.   



Functional Expenses—
Preparation for Your Audit

• Review chart of accounts for proper set up of 
class codes (the last two digits in the chartfield 
string).

• Ensure that all pure program expenses are 
charged directly program activities (class 
codes 20, 21, 25)

• Ensure M&G exp. charged to class code 50



Functional Expenses—
Preparation for Your Audit

• Ensure pure fundraising expenses are charged 
to class code 70.

• Unallocated expenses should be charged to 
class code 99.

• BSA has typically relied on the Time Study to 
allocate “99” expenses—make sure Time 
Study data is current and available.



Functional Expenses—
Preparation for Your Audit

• Depending on the floor plan of the LC Service 
Center, Time Study may not accurately reflect 
occupancy costs, depreciation, office expense, 
interest (auditor may raise this).

• In some cases, allocation of the above best 
accomplished by Occupancy Study (based on 
square footage)—may prove advantageous.

• Crunch the numbers/compare.



Statement of Cash Flows
• For Direct Method preparers, ASU 2016-14 

eliminates the reconciliation of changes in net 
assets to net cash provided(used) by operating 
activities.

• Most councils unaffected by this provision of 
the new ASU.



Underwater Endowments
• “Underwater” = FMV of underlying assets < original gift 

amount (or amount to be maintained by donor or law).
• ASU 2016-14 requires disclosures of (1) an NFP's policy, and 

any actions taken during the period, concerning appropriation 
from underwater endowment funds, (2) the aggregate fair 
value of such funds, (3) the aggregate of the original gift 
amounts (or level required by donor or law) to be maintained, 
and (4) the aggregate amount by which funds are underwater 
(deficiencies), which are to be classified as part of net assets 
with donor restrictions. 



Gifts of PP&E
• Or gifts of cash to acquire or construct PP&E
• Used to be able to release restrictions over 

the useful life of the asset.
• Now must release when “placed in service”.
• Requires adjustment to fully reclassify as of 

Jan. 1, 2018



NFP Tax Matters 2018

TCJA Creates Issues for Local 
Councils/Employees



Moving Expenses
• Prior to 2018, deductible by employees for work-related move 

50 miles or more from previous work place—reimbursable by 
employers tax-free to employees.

• TCJA suspended from 2018 through 2025.
• Breaking news—in Notice 2018-75 (9/21/2018), IRS will 

allow employers to reimburse employees tax-free (in 2018) 
for qualified moving expenses incurred in a prior year.

• Also OK if employer pays moving company in 2018 for 
employee’s qualified moving expenses incurred prior to 
2018.



Unreimbursed Employee Expenses
• Prior to 2018, employees could deduct (on Sch A, >2% AGI) certain 

job-related expenses not reimbursed by their employer including:
– Job-related mileage
– Long-distance travel expenses
– Continuing education expenses required for current job
– Work-related dues/subscriptions
– Uniforms/work clothes
– Home computer used for work

• TCJS suspended from 2018 through 2025
• However, above are reimbursable tax-free using accountable 

plan.



Potential Unrelated Business Taxable Income (“UBTI”) 
On Certain Employee Benefits

• Previously tax-free to employees, now taxable:
– Expenses paid by a nonprofit organization that would be considered 

qualified transportation fringe benefits (such as bus passes, van pools, 
parking passes/reimbursements, and bicycle commuting 
reimbursements).

– Expenses associated with any parking facility used to provide 
employee parking (the “parking lot tax”).

– Expenses associated with an on-premises athletic facility.

• Options:
– Include value in employee W-2s
– File Form 990-T and pay UBIT (if value >$1,000)



Potential Unrelated Business Income Tax (“UBIT”) On 
Councils with Multiple “Businesses”

• Previously—a nonprofit that operated multiple unrelated 
businesses could deduct the losses from one business from 
the profits from another to determine the amount of net 
unrelated business income subject to UBIT.

• Now—losses from one unrelated business cannot offset 
profits from another unrelated business in determination of 
unrelated business taxable income. As a result, it’s likely that 
more nonprofits will have to pay UBIT.



Resources Available to Local Councils

• Local Council Guide to the 2018 Audit
– Illustrative financial statements, footnotes and implementation 

guidance
– This year will include downloadable sample footnotes (MS Word 

format)
– Available in December 2018

• Local Council Guide to the 2018 IRS Form 990
– Sample returns and checklists for local councils and trust funds
– Updated for TCJA
– Available March 2019



Resources Available to Local Councils
https://www.scouting.org/council-support/finance-
impact/council-fiscal-management/document-library/

Or— Google “Finance Impact BSA” and click “Fiscal Documents”

BSA Member Care (972) 580-2489

Ken.moran@scouting.org

https://www.scouting.org/council-support/finance-impact/council-fiscal-management/document-library/
mailto:Ken.moran@scouting.org


Thank you!
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