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Speaker Bio

Jeff Mechanick is Assistant Director for Nonpublic Entities at the FASB, where he 

provides strategic and technical oversight of all activities involving not-for-profit (NFP) 

organizations and private companies, chairs the FASB’s NFP Advisory Committee, 

oversees support of the Private Company Council, and participates in some of the 

FASB’s broader outreach activities. He also represents the FASB on the International 

Forum of Accounting Standard Setters’ NFP Issues Working Group.

Prior to joining the FASB staff, Jeff spent 20 years working in and with the NFP sector, as 

the CFO of Planned Parenthood Federation of America, Inc., and before that, as a senior 

manager with KPMG, LLP, in the firm’s New York office. From 1992 to 1994, he also 

served as the National Technical Senior Manager for the firm’s Higher Education, 

Research, and Other NFP Organizations (HERON) practice.  

Jeff is a CPA in New York, a member of the AICPA and the New York State Society of 

CPAs, and a past member of the AICPA NFP Expert Panel. He is also a lecturer at 

Columbia University’s School for Professional Studies in their Non-Profit Management 

program. 
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Agenda
Today we will discuss:

• ASU Requirements

• Implementation Ideas

• Lessons Learned from Early Adoption

Presentation of Financial Statements of NFP Entities 
(ASU 2016-14)

• Revenue Recognition (Topic 606)

• Grants and Contracts to NFPs (ASU 2018-08)

• Leases (Topic 842)

Other Important Standards on the Horizon 

(a brief heads-up)
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Upcoming Effective Dates for NFPs 

of Major Standards

Leases
Revenue 

Recognition/  
Grants & 
Contracts

NFP Financial 
Statement 

Presentation

* For NFPs with public debt (conduit or direct), these standards are effective one year earlier than the 

year indicated.

CY 2018

(FY 2018-19)

CY 2019*

(FY 2019-20)

CY 2020*

(FY 2020-21)
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Presentation of Financial 

Statements of NFP Entities 

(ASU 2016-14)

6



NFP Financial Statements ASU—Key 

Objectives (recommended by FASB’s NFP 

Advisory Committee (NAC))

Better enable 
NFPs to “tell their 

financial story”

Improve 
information in 

financial 
statements and 

notes about: 
financial 

performance, 
cash flows, and 

liquidity

Improve net 
asset 

classification 
scheme

Update, not 
overhaul, the 
current model

Issued ASU No. 2016-14, in August 2016
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Net Asset 
Classification

Liquidity & Availability

Expenses

Statement of Cash 
Flows

Investment Return

ASU 2016-14: Targeted Improvements

Didn’t finalize proposals on operating measures and related 

realignment of cash flow statement line items.
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Net Assets

Without Donor 
Restrictions*

With Donor Restrictions*

Amount, purpose, 
and type of board 

designations **

Nature and amount 
of donor restrictions

Current 

GAAP

Revised 

GAAP

Disclosures

+

Unrestricted
Temp. 

Restricted
Perm. 

Restricted

* NFPs may choose to disaggregate further

** New disclosure requirement 
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Implementation – Balance Sheet

Minimum presentation 

required

Alternative 

disaggregation allowed
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Implementation – Statement of 

Activities
EXAMPLE 1
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Implementation – Statement of 

Activities
EXAMPLE 2
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Implementation – Statement of 

Activities
EXAMPLE 3*

* GAAP still allows 

flexibility in presentation 

of NFP financials, 

examples in slide deck 

are not all inclusive
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Example Disclosure – Net Assets 

with Donor Restrictions
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Board-Designated Net Assets

• New required disclosure of nature and amounts of 

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.

• Likely need policies and/or practices regarding board-

designations on net assets; even if no designations
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Example Disclosures – Board-

Designations

Tabular disclosure or 

on face of balance sheet
Text 

disclosure 

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

Revised net 
asset 

classification

• 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.

Enhanced 
disclosures

“Underwater” Endowments
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Example Disclosures
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Liquidity and Availability of 

Resources

NFPs required 
to provide:

Qualitative information on how an NFP 
manages its liquid available resources and its 

liquidity risk (in the notes)

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 (on 

the face and/or in the notes)
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Two New Required Disclosures

1. “Liquidity” Disclosure:

Qualitative information in the notes to financial 

statements that is useful in assessing an entity’s 

liquidity and that communicates how an NFP manages 

its liquid resources available to meet cash needs for 

general expenditures within one year of the date of the 

statement of financial position.
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Example Liquidity Disclosure
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Two New Required Disclosures

2. “Availability” Disclosure:

Quantitative information either on the face of the statement of 

financial position or in the notes, and additional qualitative 

information in the notes as necessary, that communicates the 

availability of an NFP’s financial assets at the date of the 

statement of financial position to meet cash needs for general 

expenditures within one year of the date of the statement of 

financial position

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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Example Availability Disclosure
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Example of Combined Disclosure
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Example – NFP with Deficiency in the Composition of 

Assets to Comply with Donor-Imposed Restrictions
* Donations restricted 

for purposes more 

limited than general 

expenditures total 

$3,750.  

Codification references:

958-210-50-2 An NFP shall disclose the following, if applicable, in the notes to the financial statements and may 

include that information in qualitative disclosures on the availability of an NFP’s financial assets in accordance with 

paragraph 958-210-50-1A(b):

b. The fact that the NFP has not maintained appropriate amounts of cash and cash equivalents to comply with donor-

imposed restrictions (see paragraph 958-450-50-3)

958-450-50-3 If the noncompliance results from a not-for-profit entity’s (NFP’s) failure to maintain an 

appropriate composition of assets in amounts needed to comply with all donor restrictions, the amounts 

and circumstances shall be disclosed.
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Expense Reporting

Report expenses, either on the face of financial statements or in the notes, by:

Analysis 

(disaggregate function by nature) 

Function

Natural 
classification

NOTE: MOW organizations already report this information via a Statement of Functional Expenses.
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Example –

Analysis of Expenses
Presentation in the notes or in a separate statement
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Expense Reporting (cont’d.)

NFPs required to 
provide qualitative 
disclosures about 
methods used to 

allocate costs 
among program and 

support functions 

ASU also provides 
enhanced guidance 
on allocations from 
M&G expenses

• Key concept: direct 
conduct or direct 
supervision
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Example Disclosures of Allocation 

Methods
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Reporting of Investment Return

How to 
present?

• Net presentation of investment expenses 
against investment return on the face of the 
statement of activities 
• Netting limited to external and direct internal 

expenses

• May report net return in multiple, appropriately 
labeled lines (e.g., from different portfolios, in 
different net asset classes, or in operating versus 
nonoperating)

What to 
disclose?

• Disclosure of investment expenses no longer 
required
• If reported, carefully label and don’t include in 

expense analysis

• No longer require disclosure of investment 
return components
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Reporting of Investment Return –

Examples
Direct internal investment expenses involve the direct 

conduct or direct supervision of the strategic and tactical 

activities involved in generating investment return.  The 

following are some examples:

• CFO’s Compensation: Potentially a partial allocation of 

expense

• Investment Accountant’s Compensation: Potentially a 

partial allocation of expense

• Accountant Performing Endowment Allocations: None
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Operating Measure: Improved 

Disclosures

Reinforcing current GAAP requirement 
about transparency of components of any 
operating measures presented:

• NFPs 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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Operating Measure Example

 Two Approaches:

1. Define specifically what is in the operating measure

2. Start with the change in net assets without donor 

restrictions (unrestricted) and say what is not included in 

the operating measure

“Operating results in the consolidated statements of activities 

reflect all transactions increasing or decreasing unrestricted net 

assets except those items associated with long-term investment, 

actuarial adjustments to self-insurance liabilities, changes in 

postretirement benefit obligations, changes in the fair value of the 

derivative instruments, and other infrequent gains and losses.”
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Cash Flow Statement

Continue to allow choice between the Direct Method and 
the Indirect Method in presenting operating cash flows

• However, indirect reconciliation no longer required for Direct Method
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Operating Cash Flows

Direct Method

Indirect Method
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Transition

• In year of transition:

• If implementation causes material changes to the financials, 

then:

• Include “change in accounting principle” footnote

• Include emphasis-of-matter paragraph in auditor’s report

• If present comparative financials for the prior year, 

retroactively apply all of the new ASU provisions to the prior 

year, except can choose:

• To present the prior year Statement of Functional Expenses as a 

schedule in the notes instead.

• Not to present, for the prior year, disclosures about liquidity and 

availability of financial assets.
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Other Important Standards on 

the Horizon 
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Revenue from Contracts with Customers

(Topic 606; ASU 2014-09 and follow-up ASUs)

• Providing a robust framework for 
addressing revenue issues as 
they arise

• Increasing comparability across 
industries and capital markets

• Requiring better disclosure

The revenue 
standard aims 

to improve 
accounting for 
contracts with 
customers by:

Objective: To develop a single, principle-based revenue standard for generally accepted 
accounting principles (GAAP) and international financial reporting standards (IFRS)

Substantially converged with IFRS on major provisions
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Revenue Recognition—Scope

All contracts 
with 

customers, 
except

•  Lease contracts

•  Insurance contracts

•  Financial instruments

•  Guarantees

•  Nonmonetary exchanges in the same line of business to facilitate 
sales to customers 

Contracts not 
with customers 
are excluded: 

• Contributions

• Collaborative arrangements
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Revenue Recognition—Model

Core Principle:

Steps to apply the core principle:

1. Identify  

contract(s) 

with the 

customer

2. Identify    

performance 

obligations

3. Determine  

transaction 

price

5. Recognize 

revenue when  

(or as) a 

performance 

obligation is 

satisfied

4. Allocate  

transaction 

price

Recognize revenue to depict the transfer of promised goods or services to 

customers in an amount that reflects the consideration to which the entity 

expects to be entitled in exchange for those goods or services
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Possible Areas of Focus for MOW 

Organizations

• Various grants and contracts (also see slides on ASU 

2018-08)

• Licenses of intellectual property

• Membership dues received (MOW America)
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Revenue Recognition—Disclosures
• Qualitative and quantitative* disaggregation of 

revenue into categories that depict how revenue and 

cash flows are affected by economic factors 

Remaining performance 

obligations

Interim requirements

Information about  

contract balances

• Quantitative disclosures * 

• Opening and closing balances * 

• Amount of revenue recognized from contract liabilities * 

• Explanation of significant changes in contract balances * 

• Transaction price allocated to remaining 

performance obligations * 

• Quantitative or qualitative explanation of when 

amounts will be recognized as revenue * 

Disaggregation of 

revenue

* for public entities only
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Grants and Contracts to NFPs (ASU 2018-08) 

—Background

Long-standing diversity in practice in classifying grants and contracts, particularly from 
governmental entities

Issue 1: Reciprocal Versus Nonreciprocal Issue 2: Conditional Versus Unconditional

ASU 2014-09, Revenue from Contracts with Customers, including related disclosures, 
heightened the issue 

Raised question as to whether grants and contracts are in scope of that guidance (reciprocal or nonreciprocal)

Project added to FASB’s Technical Agenda to improve and clarify existing 
guidance
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NFP Revenue Recognition Decision Process

*Includes third-party payments on behalf of identified customers. These 

do not create new revenue.
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Issue 1: Reciprocal (Exchange) vs. Nonreciprocal 

(Nonexchange/Contribution) Transactions
Who Receives the Benefit?

45

Issue 1: Reciprocal vs. Nonreciprocal 

Transactions: Key Clarifications to the Scope 

of Subtopic 958-605

The final ASU clarifies and refines existing guidance in Subtopic 958-605 by 
adding paragraphs that clarify the scope of the Subtopic as well as illustrative 
examples.

• The resource provider is not synonymous with the general public, 
even a governmental entity. If a resource provider receives value 
indirectly by providing a societal benefit, this would be considered a 
nonreciprocal transaction.

• If the primary beneficiary of a grant or contract is a third party, an NFP 
must use judgment to determine if the transaction is reciprocal or 
nonreciprocal.

• Furthering a resource provider’s mission or “feel good” sentiment does 
not constitute commensurate value received.

• The type of resource provider should not override the substance of the 
transaction.
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Issue 2: Conditional vs. 

Unconditional Contributions
For a Donor-Imposed Condition to Exist:

-A right of return/release 
must exist. 

-Would have required a 
probability assessment 
about whether it is likely 
a recipient NFP will fulfill 
the stipulations.

Alternative

Rejected

-A right of return/release 
must exist; and

-The agreement must 
include a barrier 

• Indicators and examples to 
help in determination

Final ASU
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Indicators to Determine a Barrier

To determine what is a barrier, an NFP will consider indicators, which 
will include, but are not limited to, the following:

The inclusion of a measurable performance-related barrier or other measurable 
barrier.

The extent to which a stipulation limits discretion by the recipient on the 
conduct of an activity.

The extent to which a stipulation is related to the purpose of the agreement.
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Likely Reporting Impact on Funding 

from…

Government 

Agencies

Individuals & 

Corporations
Foundations
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Leases (Topic 842; ASU 2016-02 and follow-up ASUs) 

– Lessee Accounting Overview

Financing 

Lease

Operating

Lease

Right-of-use 
(ROU) asset

Lease liability

Amortization expense

Interest expense

Cash paid for 
principal and 

interest payments

Right-of-use 
(ROU) asset

Lease liability

Single lease expense on 
a straight-line basis

Cash paid for 
lease payments

Income Statement Cash Flow StatementBalance Sheet

Classification is similar to that in Topic 840, Leases

Recognition and measurement exemption for short-term leases

Other than public business entities may use risk-free rates as 

practical expedient for measurement of all lease liabilities
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Leases – Getting Ready

Inventory of leases – What’s out there? Know 
your leases.

Materiality – How modern is your capitalization 
policy?

Debt covenants – To what extent will capitalizing 
your operating leases affect covenants based on 
leverage ratios?
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Questions?
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