Differences between Nonprofit and For Profit Financial

Statements: An Overview
Rick Antle and Stanley J. Garstka

This note provides an overview of the differences in format and structure between the
basic financial statements in the for-profit and not-for-profit sectors. It also highlights several of
the major accounting principles and standards of not-for-profit accounting necessitated by
restrictions associated with the funding sources of not-for-profits.! A basic knowledge of for-
profit accrual accounting is assumed.

The Basic Statements

The table below enumerates the basic required statements of entities in each of these two
sectors.

For- Not-For-
Profit Profit

Balance Sheet (Statement of Financial Position) X X
Income Statement X

Statement of Changes in Shareholders’ Equity X

Cash Flow Statement X X
Statement of Activities X
Statement of Functional Expenses X

We will use the financial statements of The Oregon Humane Society (OHS) to inform our
discussion. OHS is a stand-alone, private animal welfare organization founded in Portland,
Oregon, in 1868. It has a variety of sheltering, medical, education and rescue programs and is
funded entirely by private donations and earned service revenue.>

The Balance Sheet

Both of the sectors require balance sheets. While there are many similarities between the
balance sheets of for-profits and not-for-profits there are also several major differences. The
major difference is that there is no equity section in the not-for-profit statement as there are no
shareholders in a not-for-profit. Instead, the for-profit shareholders’ equity section is replaced by
a section entitled “net assets”. The net asset section shows the sources of its funding and any
restrictions associated with that funding. There are two basic categories of funding: funding that
comes without any donor restrictions and funding that comes with donor restrictions. Donor

1 Chapter 1, Introduction to Financial Accounting for Not-For-Profit Entities, R. Antle and S.J. Garstka provides
some general background on the differences between governance and funding of not-for-profit entities and for-
profit entities. These governance and funding differences necessitate different GAAP.

2 The OHS audited financial statements along with its annual report can be accessed at
https://www.oregonhumane.org/resources-publications/publications/
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restrictions can be either temporary in nature (this funding must be used for a specific purpose or
in a particular time period) or permanent (the contribution must be held in perpetuity and only
future earnings on the gift may be spent). Refer to the statement of financial position for OHS
shown below. The OHS net asset balances shows net assets both unrestricted and restricted.

OREGON HUMANE S30OCIETY

STATEMENT OF FINANCIAL POSITION

DPECEMBER 31, 2018
[(WITH COMPARATIVE AMOUNTS FOR 2017)

2018 2017
Assetls:
Cash and cash equivalents § 2,412,589 3,776,623
Grants, contributions, and bequests receivable {note §) 10,326,690 10,457,059
Prepaid expenses, inventories, and other assets 316,420 2701,594
Investments (rote 6} 40,591,834 33,879,877
Property and equipment (note 7) 18,421,521 15,737,590
Beneficial interest in charitable wusts held by others (note 8) 1,910,871 723,198
Total assets § 73,979,925 64,844,941
Liabilities:
Accounts payable and accrued expenses 535,055 416,202
Construction payable - 81,399
Accrued payroll and related expenses 1,023,236 776,283
Liabilities under split-interest agreements {note 5} 248,231 181,926
Deferred compensation (note 10) 1,021,597 992,513
Total liahilities 2,828,119 2,448,323
Met assets:
Without donor restrictions:
Available for general operations and programs 12,167,602 16,685,327
Designated by Board for endowment (rote 11) 10,330,888 9,971,328
MNet investment in capital assets 18,421,521 15,737,590
Taral without donor restrictions 40,920,011 42,394,245
With donor restrictions (note 12) 30,231,795 20,002,373
Total ner assets 71,151,806 62,396,618
Commitments and contingencies (notes 5, 9, 10, and 17)
Total liabilities and nert assets § 73,979,925 64,844,941

See accompanying notes to financial statements,

Somewhere in the financial statements the reader must be given information as to the nature of
the restrictions on net assets. There are various options of doing this. Sometimes it is on the
face of the balance sheet and more often, more detailed information is given in the footnotes.
This is the basic challenge of nonprofit statements—to convey to users the nature of restrictions
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on the net assets and to enable the reader to assess whether or not the nonprofit has met its
fiduciary responsibilities with respect to these restrictions.

If the Board of the nonprofit has earmarked some unrestricted assets for specific
purposes, it must be disclosed. But notice, even if assets have been designated by the Board they
as still listed as unrestricted as ONLY DONORS can place binding restrictions on assets. The
Board could change its mind and redesignate the assets for some other use.

Without going into great detail another basic issue for readers of nonprofit statements is
to assess liquidity. For instance, some cash, or for that matter all of it, may have donor
restrictions on it as to purpose. Maybe it can only be spent on specific programs. Furthermore,
not all of the cash in OHS is necessarily listed in the cash account—some of it might be included
in the investment/endowment accounts. We will come back to this liquidity assessment issue
later on.

Even in the basic statement of financial position there are several presentation options in
nonprofit statements. See the example below for the Portland Art Museum. For each category

FORTLAND ART MUSEUM

STATEMENTS OF FINANCIAL POSITION

JUNE 30, 2018 AND 2017

[ - lN1‘. e _—
‘Without donar With donor
. restrictions rastrictions Tatal
Assots:
Cash and cash equivalents (wote 6 £ 1548113 186,844 1,734,961
Short-term investments (mofe 6) - 3,538,985 3,538,985
Accounts receivable 177,190 - 177,150
Caontributions receivable (mote 4) 362,420 15,336,769 15,699,189
Inventories and prepayments [note 5) 836 552 = H3p 852
Other assets - 424,108 424,108
[nvestments (motes 6) 417 443 56,292 473 64,710,116
Beneficial interest in charitable trusts fmote 7) - 1,136,614 1,136,614
Beal estate investments, ar cost {mote 15) 4,837 454 - 4,837 454
Property and equipment {note 5} 50,163,328 - 50,163,328
Museum collections (note 9)
Total assets § 66 343,200 T 15997 1432589197
Liabllities:
Accounts payable and accrued expenses 065,735 118,824 The 563
Accrued payroll and related expenses £36,952 - B3R 952
Deferred revenues (note 10} 596,596 - 596,59
Other liakilities - 153,986 153,986
Due to (from) other funds 12,552,786) 1,552,786 -
Total liabilities (451,503) 2,855,600 2,404,097
Met assets:
Without donor restrictions:
Available for programs and geneval operations 3,357,294 - 3,157,294
Dresignated by the Board of Trustees (nore 11) 8,436,227 - 8,436,227
Met investment in capital assets and
real estate investments 55,001,182 - 55,001,182
Total net assets without doror restrictions 66,794,703 - i, 794,703
With donov resteictions (note 12) - T4,060,397 74,000,397
Tatal net assets 66794703 T4060397 140,855,100

Commitments and concingencies (mofes 6, 17, 18, 19, ard 20
Tortal liabilities and net assets 3 66,343,200 T6,915,997 143,259,197

See qecompanying noces to Rrencial staemenrs,
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of asset and liability the amount of that asset or liability are broken up between unrestricted and
restricted. But do not confuse unrestricted with liquidity. While the museum has a large amount
of unrestricted assets most of them are tied up in property and equipment, a very illiquid asset!

One other interesting item for museums, universities, or nonprofits in general that have
art collections. Notice in the Portland Art Museum balance sheet above there is not an asset
entitled “Collections”. Most museums and nonprofits with art collections have chosen not to
include the value of their collections in their statements of financial condition under an FASB
rule which, if they agree to adhere to, permits nondisclosure. The Portland Museum last
disclosed their collection value in the financial statements about 15 years ago at which time the
collection had an estimated value of over $60 million dollars.

The Statement of Activities and Statement of Functional Expenses

The not-for-profit activities is an amalgam of the for-profit income statement and the
statement of changes in shareholders’ equity. There is no one acceptable format but the most
common one is the columnar one like that of OHS displayed on the next page. There is no iron
clad definition of operations so the labeling and order of the items varies. The activities
statement explains the change in net assets during the reporting period. In that sense it is more
like the statement of changes in shareholders’ equity in for profit accounting. Oftentimes, the
column entitled “without donor restrictions” under operating activities is viewed as the “income
statement”. There always is a line in this statement called “net assets released from restrictions
for operating purposes”. This shows the amount of net assets that were restricted as to purpose
or time whose time expired or there was a purpose for which the asset was used this period.

It is worthwhile to point out that, for heavily endowed institutions, only the amount of the
endowment that is able to be used in the current period (usually determined by a systematic
spending rule) would be included in operations. The difference between what was spent from
the endowment and the actual returns from the endowment are included in non-operating
activities.

Usually the expense categories are given by program and then management and general,
and fundraising. A separate schedule of expenses by functional category must also be presented
for all nonprofits. The OHS statement of functional expenses can be viewed below.

The Statement of Cash Flows
One of the most useful statements is the statement of cash flows. This statement in both
sectors is divided into three sections which describe cash flows from operations, financing and
investing. In both sectors there are two formats which can be used, the direct method and the
indirect method.

In the for profit sector either the direct method or the indirect method may be used as the
primary cash flow statement in the annual report. If the direct method is used then the indirect
method statement, a reconciliation of net income to cash flow from operations, must be presented
as a footnote in the statements. If the indirect method is used then the direct method need not be
reported.
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GREGOMN HUMANE SOCIETY

STATEMENT OF ACTIVITIES

YEAR ENDED DECEMBER 31,

FLOE ]

IWITH COMPARATIVE TOTALS FOR Z0IT)

2018
Witheut denar  With denar
N _ restrictlons  rasiricilons Total 2017
I:Ilpmtlng rvanues, gains, and ather suppart:
Cranes and coneributions & 6698895 1,413,797 B 112692 6,794 987
Legacies and hequests 3007924 1RIS2ER O 5523008 R5A3 058
Special evenes, kess divect costs of S874,020
in 2018 and $987,903 in 2017 1,415,651 105651 1,397.746
Sales and program fees, less cost of sales
of $298,960 in 2018 and $337,823 in 2017 3485612 — 34BSE12 3,230,872
Rencal income 71,420 - 171,420 Tei,E18
Chperating investment reurn {rota &) (642,572) (60,049 (F11,621p 2,211 962
Change in the actuarial value of liabilities
under .5p|1[ -INEEEEsT AETEements = [19,5984) (19,986} [15)
Change in the value of the Society's bmeflﬂm.l
interest in charitable orusts - 12,367 12,367 (1,910
Other 10,246 10,244 21,934
Tatal operating vevenuves and gains 14,847,176 5172411 13019587 19489473
Appropriation of endowment and Board-designated asaets
for expenditare {rotes & and 13) 445,955 180,845 629,300 157,581
Met asseis released From vestrictions for operating purposes (rote 149} 1,857,135 (1,957,135 - -
Tozal operating revenues, gaimns, and other suppoe 17,253,266 1,396,121 18,649 387 12,647 054
Expenses (role 15
Program services:
Sheleenng and adoptions 5,650,604 = 5eileld 5,308,580
Medical services 2,451 482 - 2451482 2197778
Community awareness 2,660,726 - L8076 1649952
Homane education 318,313 = F18,313 282,382
Investigations and rescue 793,730 - 793,730 22A 444
Bt Friends® Corner BB 57 - IER 7Y 281,551
Volunoeers 350,163 - 130,163 333,922
Behavicr, raining, and animal-assisted interactions TO0, 303 - 0,303 652,152
ASAPSpay & Save IE‘F,EEAS - 299 566 376,097
Taotal program smﬁm 11-.513 4 - 13,513 466 11,910,864
Supparting seevicoss:
Management and general 1,861,158 = 1,551,188 1,142 524
Fundraising 1375 511 - 2275 511 1,588.714
Tatal supporting services 4,136,699 - 4.136,69% 3,142 538
Total expenses 17 650,165 - 17,650,065 15,053,402
Ineveass {decrease] in net assets before non-operating activities (AR 1,396,121 995,222 4,593,652
Naon-oparating activities:
Contributions restricted for capital purposes - 9,238,138 9238132 11528546
Total endowment and Board-designated investment return,
less appropriasons for expenditure (notas & and 13) {1,077 335} [454.,331:! H. A52,1648) 1,786,430
Increase (decrease) in nes assets (1,474 234, 10225422 8755188 18,288 888
Met assers ac beginning of year (rote 4) 42 394,,245 20,002, 3.'-"3- 62, 3% 618 44,107 730
Mer assers ar end of pear i -40 G20,011 10,131,?5'5 71,151,806 62,396,618

Lo apcmmpanying notes uo financial sacemencs.
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OEECOH HUMARE SOCIET Y
STATEMENT OF FUMCTIOMAL EXPEMEES

YEAR ENDED DECEMBER 19, 100E
CFITH COMPFARATIVE TOTALLS FOR J007)

n
Ve =
Il Arnindreg, snd qu
W Hadical Comesity Fumaie ard 'II:IL“' L] el e ard eedd fecl e Fuidad-

el & e . darviues  awarmiess  esuradime rencem COmar  Valaneer  Irtemcilens & H Tural el raluing Total % g—!“r

Salaney: 3 LEEROSE 14068 B28ATH I6L136 435864 14E.346 [ERCo R P 140,063 5597035 A4, K23 TEAAET 1054711 LEMAS] ES1236E  TUAZGED
Payroll tanes 2,056 0,205 A6 13029 g 1507 15,73 26,003 200 4SELS 5238 5707 4,150 193,458 G284 SELESE
Group insrange 084 i Tia [ T=x] 39,063 1359 17,845 M08 TR sy T340 AN ] 54 TLElE BEZADY  THOIMR
Retieimsi 104280 57528 2347 741 4,15 Fiss 1111 17584 77 364 ZLE E3,375 4,000 &7 018 175,50 341 507 &5 56
Werkers' compmearion IBATE T Sa4TS 23l b4y IE72 55 E20 LAF1 542 LT 4564 318 inx L3235 LL 35,142
Professoo ol sersices 1% 5ER 3451 Lt 47 1,13 150 1,418 1,151 18587 e kN 465 £3% 4,73 S0L91 FRLIGE TES J67 411851
Surgical, medicaticne, and lah 14045 I - - 13,325 - - - 9,479 HL5 AL - - - - 36537 M0TIT
Anima] erafeporaten and boanding FEEIT - - - 3,530 - - - - L g - - - e |
Faed, shaler, and program supplies LR prERE L] LE3EE 14,335 12 63,102 A461 99 653,432 L 3 L17] 4040 455328 AT
Oifiige sepplics and peoeape 16,708 L3 4 2] £ L (R 4T 1,763 #0867 6,531 1363 i L8502 19 368 52
Frinong W 10 385 a5 3§ - E30 i LETS 134 243 9,1EL MW TEM 37,138
Cormunicaton 361 - Lo - ahe - - - - 1308 L300 #3453 - RS HUR o 11733 354
Dheecr mail - - - - = - - - - - - - 44, 1E5 D5 4 0ES 231,184
Wehicly marirsrnance 15,151 - 1581 [ & 55T - = = - 3,535 1,138 15,03 1 L2250 I5,TES 64,371
Teavel and wassing 51,55 LEZSE 5525 1237 117 L] 1 5183 e} 108,115 IS5 7.FET 17,2164 ELESH FALT] 185420
Oecupansy and cgpapmem T +lad R - 1750 - -1 - EH FERIE 3 348,361 lazs 5B0FR: TR IETEG
Bepdars and miinictasos ke | X ] k= - Ll - - - - PAIE - 417 571 = HT AT 33007 Aoz
Erdurancs 1462 ] i L85 4005 54 653 TEk LAsL 45754 72,704 a5, 1.7 120545 B 085 155,214
Dronis i sulscription 3,161 £732 750 Fe ERED - il 1550 - 1RETE 1524 B743 1563 14,938 Rl £ 1%
Cherrpraser 15124 o EhlCel 4 - 1756 47T E352 - 743 S0 LA 130561 14 1458 334 TR3 210,507
Dreselupmminar kad promation - ki 122,335 - 1,987 - - - 1] 124,580 THEIT - DRI HIS6AR MOSE aEain
Fublic amarene - - LMR0er - - - - - FAM 1757404 - - (2] 65T LIS [ BN
Bunk fees 510 ] 3069 1#2 7 11,4H4 =5 LR H [ERN k3 7T 3] 111 4T 45T dEITE L3 L]
Dieprrciation 432,148 152,30 21508 ®ET 59745 0301 B 5054 6,364 TRETS 15,919 - el w;e 436,003 76,34
Oiher 2,066 IF242 1178 L5z Erd:k g 526 142 b ] LA TENSE 5879 a0, Ll 1NL59E 163,39 25642

Tool mpemese beforeallocarions. 481080 L1MGM4E  355E 145484 TITASR  1061R BIEDI0 4R N30 L0G30E3R  LTERTE RABGAID LAMJ6E G II6E1T ITASLLES  LEOSEAC
Alloeanion ol echnology aad

f:dl.ﬁu???c‘: 1,135,534 35234 nnar L G5AT1 Gl Ml 15055 1511 ok 157RIIE 100457 (2,125,110} 43,746 (0,975,925 - -
Tezal sxpemgss L F L THE (SR T I [ R T 318,313 TEITI TR 350,563 TIOEE L TR E T T W AR - 13FA510 4136639 U7 AW 065 LS 05380
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OQREGOMN HUMANE SOCIETY

STATEMENT OF CASH FLOWS

TEAR ENDED DECEMBER 31, 2018
{WITH COMPARATIVE TOTALS FOR I017)

) ) 2018 2017
Cash flows from operating activities:
Cash received from contriburors and grantors £ 12,446,263 12,685,918
Cash received from seevice recipients and others 4,083,725 1,551,468
Interest and dividend income 83106l D&, A09
Cash paid 1o emplovees and suppliees (15,920,506 (14,003,130
Mer cash provided by operating acrivities 1,440,543 3,487 065
Cash flows from investing activities:
Capital expenditures ' (3,618,820 (334,267 )
Purchase of invesiments (10,546,800 15,106,126}
FEeinvesrment of interest and dividend income (813,359 (937,259
Proceeds from the sale of invesrments 2253154 450,505
Met eash used in investing activities (12,725,825) 16,018,147}
Cash flows from financing activities:
Proceeds from contributions
vestricted for long-rerm investment 10,050 187,165
Proceaeds from congributions
reserieted to L:Lpl'r;ll Acquisition 9,%6,643 l,UEF.SIS
Proceeds from conmributions subject
o charitable gift annuity agreements 150,547 15,000
Distributions made under charitable
trust and gift anmuiry agresments {35,592) i32,488)
Met cash p1-;_'|'|.'i|:|.|.:|,| by fihnnring activitics 9921, 248 3,229,497
Met ingrease (decrease] in cash {1, 364,034) G98,415
Cash and cash equivalents at beginning of year 3,776,623 3,078,208
Cash and cash equivalents at end of year 5 24123589 3,776,621

See acrampanying nates ba financial statemernts,

In the case of not-for-profits either the direct or indirect method statement may be used.
If the direct method is used then it is not required to present the indirect method in a footnote.
OHS’s direct method cash flow statement is shown above, and a footnote in which it shows the
indirect method statement is shown below.

One major difference in the cash flow statements for the two sectors is the starting point
in the indirect method statement. In the for profit sector the starting point is net income which is
to be reconciled to cash flow from operations. In the not-for-profit sector the starting point is the
change in net assets which must be reconciled to cash from operations. Because of this there are
usually more adjustments in the indirect method operating section because there are many
financing and investing transactions that impact net assets and which would not impact net
income in a for profit.



20, Statement of Cash Flow Reconciliation

The following presents a recanciliation of the in-
crease in mer assers (as |'|:|1|;;-|'|:1_-|:! on the statement

af activitiesh to net cash provided by operating ac-
tivities {as veported on the statement of cash

flows):
Increase in net assers B.755,188
.-"Iu{.'lr:rr.'l.'mll.': in reconcile incredse v
ret disels 1o net cash provided by
operating activities
Dieprecianon 214,003
Mer decline in the fair
'.-'.'I.|u4! '::lr myvestments lllﬁ'ilmg
Contribution revenue associabed
with the issuance of chavitable
gilt annuities [6H,236)
Change in the actuarial
Vi I'-IL' '-II Ii].bl I ||.| £5 Lllldi.'l.'
split-interest agreements 19,985
Contribution of the heneficizl
interest in charicable
remainder reusts 1,17 5,306)
Change in the value of the
Sociery's beneficial inperes;
in charitable ruses (12,367
Loss on disposal of assets 17 487
Procceds from contributions
restricted to rarll:.:J ACCuAsItionS -:'J‘,?W:,fv-l.i:l
Proceeds from contributions
reatricred Foe long teem
INVESCMENT {1,050,
Net changes in:
Grants, contributions,
and bequests receivable 130,369
Prepaid expenses, inventorics,
and other assers (45,826}
Aceounts payable and
accrued expenses 118,853
Acerued payvell and
relared expenses 246,953
Dieferred compensation 19,084
Total adjustments (7.314,545)
Mer cash provided by
upu:r:uinl_l. activities 1,440 543

Important Not-For-Profit GAAP

Most of the important differences between
for-profit and not-for-profit accounting center on
accounting for contributions and it is worthwhile
to introduce the basic issues.

Contributions and Exchange Transactions

“A contribution is an unconditional
transfer of cash or other assets to an entity or a
settlement or cancellation of its liabilities in a
voluntary nonreciprocal transfer by another entity
acting other than as an owner. Those
characteristics distinguish contributions from
exchange transactions, which are reciprocal
transfers in which each party receives and
sacrifices approximately equal value.” “A
promise to give is a written or oral agreement to
contribute cash or other assets to another entity.””>
It is unconditional if it only depends on the
passage of time or the donee having to ask for it.
Contributions or promises that depend on the
occurrence of an uncertain specific future event
are termed conditional contributions and are not
recognized as contribution revenue until the event
occurs. Unconditional promises to give are
recognized as revenue when the promise is
received. Unconditional contributions and
unconditional promises to give may come with
donor restrictions (“strings”). As mentioned
above these “strings” may represent a temporary

constraint on the use of the contribution (either time or purpose restriction) or a permanent
restriction (the contribution must be held in perpetuity and only the earnings from the gift can be

spent).

Grants are a major source of funding for many nonprofits. Grants can have
characteristics of exchange transactions or contributions. How the grant is viewed dictates how
it will be accounted for. Grants that require nonprofits to provide specific goods or services, or
that reimburse a nonprofit for the costs (or cost plus) of providing a particular good or service
should be viewed as exchange transactions (both the grantor and the nonprofit are getting
benefits from the transaction). For example, a city agency gives a grant to a nonprofit working
with homeless people to construct a small apartment complex.

3 FASB Accounting Standards Codification glossary.



Grants that are viewed as contributions usually offer support of a more general nature to
the nonprofit, this money can be used to support your existing programs or this money can be
used at the discretion of the nonprofit. Empirically, most grants from governments to nonprofits
are more like exchange transactions and grants from private funders (foundations, individuals,
etc.) are often more contribution like.

The punchline!

Contributions increase cash or receivables (or other assets, or decrease liabilities) and
simultaneously increase net assets. Exchange transactions, when funding is received in advance
of providing the good or service, create liabilities.

Consider the following transaction: Suppose a customer gives a magazine publisher $100
as a payment for the next ten issues of a magazine. The magazine publisher (because this is an
exchange transaction) makes the following journal entry.

Unearned revenue........... 100

It recognizes the receipt of cash and creates a liability in the same amount. The $100 will be
taken into revenue as the issues are sent to the customer.

Now suppose the recipient of the $100 is a not-for-profit and the $100 is a contribution
with conditions but restricted to a particularly use, say scholarships for students in a university.
The university will make the following journal entry:

Cash (temporarily restricted).................... 100
Contribution revenue (restricted) ..... 100

Even though there is an obligation to use the contribution a certain way there is no
recording of a liability and the revenue is immediately recognized. The donor in this case is not
the beneficiary of the scholarship and therefore it is not an exchange transaction.

Accounting for contributions in this manner can cause difficulties in reading and
interpreting the not-for-profit statement. The cash restricted as to purpose is sitting in the cash
balance and it is not so easy to signal the restriction to the reader or the fact that it is not
available for discretionary spending on the part of the not-for-profit. So standard ratios such as a
current ratio (current assets/current liabilities) do not properly assess liquidity.

Other “Problems” Centering on Contribution Accounting
Another issue in reporting has to do with promised contributions which are conditional in
nature. For example, a donor pledges $100,000 to match other donor contributions to a
scholarship fund at a university. This is a conditional promise to give and until the time the




university receives contributions from other donors there will not be able to recognize any of the
$100,000 pledge as revenue.

If the above donor actually gave the $100,000 to the university the university would
record the receipt of the cash and would have to create a liability in the same amount as, absent
contributions from other donors, the university would have to return the $100,000.

A municipality could give a forgivable loan to a not-for-profit to construct a building
dedicated to low-income housing. The loan would enable the not-for-profit to construct the
building. There would be a condition on the loan however, it would be forgiven only when the
building is built and turned over to the city. Until that time, the loan would appear on the not-
for-profit’s balance sheet. So assessing long-term financial health by computing a debt equity
ratio would be problematic, as this is not really debt for the not-for-profit, as most likely it will
never have to be paid.

19. Liguidity and Availability of Financial

Assets There are myriad issues in the accounting for

contributions in not-for-profits that make it difficult to
Financial asscts available for general expenditure o gs00q financial health and to understand the not-for-
within ane year of the statement of financial po- o A o
sition date comprise the following at December  profit’s progress and ability in meeting restrictions

31, 2018; placed on it by donors. That is why if anyone is
Total financial assets available serious about WOI'kil’lg ina not-for—proﬁt they should
o fund gemeral operations: ; fAr : ;
Cash and cash equivalents § 2,412,589 study a bit of not-for-profit accounting before doing
Grants, contributicns, and SO.
bequests receivable 10h, 326,65
Inventories 86,959 The financial crisis of a decade ago caused many
Investments 400,591,834 . . . .
, . changes in reporting rules in not-for-profit financial
SAIRIZL gtatements. Much more needs to be disclosed about
Less financial assets not available classes of assets and their restrictions in footnotes to
j‘;“’”" the year ending financial statements. In particular, with respect to
t.-(.'rrn.'br:'l' .”, 29 . L. .
Financial assérs vestricred by lqulldlty, cvery not-for—proﬁt must estimate and
donors for endowment . disclose, as of the balance sheet date, the amount of
[nete 13} (3,645,792} ) ]
Financial assets designated cash expected to be available for general expenditures

by the Board tor

quasi-endowment {rote 11) (10,330,888}
Financial assers restricted by

donors for capital

during the coming year. See the OHS footnote 19.

campaign {nofe 12) {21,766,678)
Financial assets restricted by
donors for other purposes (323,802}

Mg part of i liquidity mamagement, the Oregon
F1EET 3 Humane Society has a policy to stuenere irs finan-
{36,067 2200 ! ) :
cial assers to be available as its general expendi-

Plus ather funds subject to tures, linbilities, and other ohligations become dise,
appropriagicon foor ﬁxpﬁn.f."ture:
Fiscal year 2019 endowment In addition, the Society holds quasi-endowment
appropriations for operations LH0, 500 funds totaling $10,330,888 (see note 11), Al-
Board-designated funds though the organization does not intend o spend
approved for expenditare 445800 from its quasi-cndowment other than amounts

appropriated for general expendioore as pare of s
626,400 . . iati .
“5Y annual budger approval and appropriation proc
§ 17,977,452 ESS, AMOUNLS |'-L'{l:rl'n 1ts quast-cndowment could be
made available if neceszary
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20, Statement of Cash Flow Reconciliation

The following presems a reconciliation of the in-
crense in met assers (as veported on the statement
af activitiesh o net cash provided by operating ac-
tivities {as veparted on the statement of cash

flows):
Increase in net assets 8755188
Adjustrenis to reconcile inoredse in
net dssels o net cash provided by
aperdting activities:
Diepreciarion 214,003
Met decling in the fair
value of investmenes 2355 048
Coantribution revenue associ abed
with the issuance of chavitable
gift annuities (68,236}
Change in the actuarial
value of Habilites under
split-imerest agreements 19,986
Contribution of the beneficial
intevest in charicable
remainder rusts {1,175,306)
Change in the value of che
Sq:ciﬂr]r's beneficial ingeres:
in charitable truses (12,367
Loss on disposal of assers 17 4587
Preceeds from contriburions
restricted to capital scquisitions 19,796,643
Proceeds [bom conteibutions
reatricred for long rerm
invesoment (10,050)
Met changes in:
Gmnls, mntribut[unu,
and bequests veceivable 130,369
Prepaid expenses, inventorics,
and other assets {45,026}
Aceounts payable and
accrued expenses 118,853
Acerued payvell and
relaced expenses 246,953
Deferred compensation 29,084
Total adjustments 7. 314,68435)
Mer cash provided by
CPETALiNG &ctivities 1,440,543
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