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Net Asset Classes



What’s Changing?
The new guidance requires a change in presentation of net asset classes on 
an entity’s financial statements from three net asset classes to two net asset 
classes.   

– Old – 3 Net Asset Classes:
• Unrestricted
• Temporarily Restricted
• Permanently Restricted

– New – 2 Net Asset Classes:
• Presentation on the face of the Statement of Financial Position:

– Net Assets with Donor Restrictions
– Net Assets without Donor Restrictions

• Presentation of the face of the Statement of Activities the amount of the change in:
– Net Assets with Donor Restrictions
– Net Assets without Donor Restrictions



Why the Change?
• To improve the usefulness of information provided by donors, grantors, 

creditors, and other users as well as reduce complexities for prepares or 
users of Not-for-Profit financial statements.  

• Eliminate the distinction between resources with permanent restrictions 
and those with temporary restrictions to reduce complexity. 



Not-for-Profit Entity A 
Statements of Financial Position  

June 30, 20X1 and 20X0 
(in thousands) 

  
20X1   

20X0 
Assets:    Current assets    

Cash and cash equivalents $ 4,575  $ 4,960 
Accounts and interest receivable 2,130  1,670 
Inventories and prepaid expenses 610  1,000 
Contributions receivable 1,825  1,200 
Short-term investments 1,400  1,000 
Long-term investments appropriated for current use 10,804  10,075 

Total current assets 21,344  19,905 
 
Noncurrent assets    

Contributions receivable 1,200  1,500 
Assets restricted to investment in land, buildings, and equipment 5,210  4,560 
Land, buildings, and equipment 61,700  63,590 
Long-term investments, net of amounts appropriated 207,266  193,425 

Total noncurrent assets 275,376  263,075 
Total assets $296,720  $ 282,980 
 
Liabilities and net assets:    
Current liabilities    

Accounts payable $ 2,570  $ 1,050 
Refundable advance   550 
Grants payable 550  600 
Notes payable   140 
Annuity trust obligations 985  1,050 

Total current liabilities 4,105  3,390 
 
Noncurrent liabilities    

Refundable advance   100 
Grants payable 325  700 
Notes payable   1,000 
Annuity obligations 700  650 
Long-term debt 5,500  6,500 

Total noncurrent liabilities 6,525  8,950 
Total liabilities 10,630  12,340 

 
Net assets:    

Without donor restrictions 92,677  73,619 
With donor restrictions 193,413  197,021 

Total net assets 286,090  270,640 
Total liabilities and net assets $296,720  $ 282,980 

 



 
Not-for-Profit Entity A 
Statement of Activities 

Year Ended June 30, 20X1 
(in thousands) 

 

                                                                                                              Without Donor           With Donor 
                                                                                                               Restrictions              Restrictions                Total 

   

Revenues, gains, and other support:                       
Contributions $ 8,640  $ 8,390  $ 17,030 
Fees 5,200    5,200 
Investment return, net 6,650  18,300  24,950 
Gain on sale of equipment 200    200 
Other 150    150 
Net assets released from restrictions (Note D):      

Satisfaction of program restrictions 8,990  (8,990)   
Satisfaction of equipment acquisition restrictions 1,500  (1,500)   
Expiration of time restrictions 1,250  (1,250)   
Appropriation from donor endowment and 
subsequent satisfaction of any related donor 
restrictions 

 
7,500  

 
(7,500)   

Total net assets released from restrictions 19,240  (19,240)  - 
Total revenues, gains, and other support 40,080  7,450  47,530 

Expenses and losses:      
Program A 13,296    13,296 
Program B 8,649    8,649 
Program C 5,837    5,837 
Management and general 2,038    2,038 
Fundraising 2,150    2,150 

Total expenses (Note F) 31,970    31,970 
Fire loss on building 80    80 
Actuarial loss on annuity trust obligations   30  30 

Total expenses and losses 32,050  30  32,080 
Change in net assets 8,030  7,420  15,450 
Net assets at beginning of year 84,570  186,070  270,640 
Net assets at end of year $ 92,600  $ 193,490  $ 286,090 

 
 



• Fiscal years beginning after December 15, 2017 

• Early application is permitted

• Should be applied retrospectively

When is it Effective?



Here are five proactive steps to help make sure your board understands the 
implications of the new financial reporting standard:

1. Identify areas that will be affected
2. Discuss the implementation plan
3. Consider the cost
4. Update and approve policies
5. Review board designations

While the changes may initially feel overwhelming, they give organizations a 
great opportunity to better understand their own financial health, tell their 
stories externally and compare themselves to other organizations.

What Should You Do?



Liquidity



What’s Changing?
• The new guidance requires disclosures regarding an organization’s liquidity 

and availability of resources

• Qualitative and quantitative information are required:
– Qualitative:

• Organization’s liquidity management plan 
• How liquid assets are managed to meet cash needs for general expenditures within 

one year following the balance sheet date

– Quantitative:
• Description of liquid assets at the balance sheet date and their availability to meet 

current year needs 
• Availability of a financial asset may be affected by:

– It nature
– External limits imposed by donors, grantors, laws, or contracts
– Internal limits imposed by governing board decisions



Why the Change?

• Potential grantors and donors want to know that the 
organization’s they are evaluating have sufficient resources to 
meet financial obligations as they come due.

• Increases the transparency in financial statements and 
promotes a more thorough and accurate understanding of the 
organization’s ability to fund operations.



• Fiscal years beginning after December 15, 2017

• Early adoption is permitted

When is this Effective?



Quantitative Disclosure Example:

Financial assets at year end* 234,410$    
Less those unavailable 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 satifiaction of donor restrictions (144,500)     
Investments held in annuity trust (4,500)         
Amounts held by bond trustees (30,200)       

Board designations:
Quasi-endowment fund primarily for long-term investing (36,600)       
Amounts set aside for liquidity reserve (1,300)         

Financial assets available to meet cash needs 
for general expenditures within one year 5,370$         

*Total assets, less nonfinancial assets (PP&E, inventory, intangibles, etc.)



The organization could also disclose both the qualitative and quantitative 
liquidity information in paragraph form:

“The Organization has $395,000 of financial assets available within one year of the balance sheet 
date to meet cash needs for general expenditures consisting of cash of $75,000, contributions 
receivable of $20,000, and short-term investments of $300,000. None of the financial assets are 
subject to donor or other contractual restrictions that make them unavailable for general 
expenditure within one year of the balance sheet date. The contributions receivable are subject 
to implied time restrictions but are expected to be collected within one year. The Organization 
has a goal to maintain financial assets, which consist of cash and short-term investments, on hand 
to meet 60 days of normal operating expenses, which are, on average, approximately $275,000. 
The Organization has a policy to structure its financial assets to be available as its general 
expenditures, liabilities, and other obligations come due. In addition, as part of its liquidity 
management, the Organization invests cash in excess of daily requirements in various short-term 
investments, including certificate deposits and short-term treasury instruments. As more fully 
described in Note XX, the Organization also has committed lines of credit in the amount of 
$20,000, which it could draw upon in the event of an unanticipated liquidity need."

Disclosure Example:



Questions?



Thank You
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