What:

Date & Time:
Location:
Conference Line:

Finance Committee Meeting

Thursday, May 23, 2019; 3:00-4:00 p.m. (PDT)
Teleconference

(267) 930-4000; Conference ID: 103063718#

Notice: Meeting may be recorded for the benefit of the minute-taker. The WVA intends to delete the recording after the

minutes of the meeting are approved.

Approx. Time  Pg. Topic / Anticipated Action

3:00-3:05 p.m.

3:05-3:30 p.m.

3:30-3:50 p.m.

1. Welcome & Introductions
a. Notification of Recording

2. Financial Update
a. Investment Update
2 * b. Financial Overview
c. Collections Report

3. Annual Audit

12 * a. CliftonLarsonAllen 2019 Engagement Letter
27 * b. Audit Information
57 * c. Vote to engage CliftonLarsonAllen for 2018/19

3:50-3:55 p.m.

3:55-4:00 p.m.

Audit
4. Other Matters

5. Closing

*Indicates Agenda Item Attached

Red text indicates an action item

Presented by:
J. Sobeck

P. Sidwell

P. Smith

J. Zell

Any
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WASHINGTON VACCINE ASSOCIATION
UNAUDITED FINANCIAL STATEMENTS
FOR THE MONTH AND TEN (10) MONTHS ENDING
APRIL 30, 2019

Prepared by KidsVax, LLC



Current assets

Washington Vaccine Association

Statement of Financial Position
As of April 30, 2019

ASSETS

Members Estimated Collectible Assessments

LIABILITIES AND NET ASSETS

Excess Assessments - Administrative Activities

Unaudited - For Management Purposes Only

1 Cash and cash equivalents
2 Investments
3
4 Prepaid Vaccine
5 Prepaid Administrative Services
6 Total current assets
7 Total assets
Current liabilities
8 Accounts payable
9 Other accruals
10 Total current liabilities
Net assets
11 Excess Assessments - Vaccines
12
13 Total net assets
14 Total liabilities and net assets
5/10/2019

Prepared by KidsVax, LLC

5,658,076.67
44,658,381.49
3,937,244.00
4,194,642.94

58,448,345.10

58,448,345.10

2,800.00
9,552.61

12,352.61

31,993,841.12
26,442,151.37

58,435,992.49

58,448,345.10
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Washington Vaccine Association
Notes to Financial Statements

For the Month Ending April 30, 2019

Items of interest in the Financial Statements for the month ending April 30, 2019.

The cash flow statement included in this month’s financial statement reflects 13 months of activity with
an additional column (P) indicating a 13 month average.

Line 16 column P indicates that the WVA has increased its cash position by an average of $1,399,479
over the thirteen months presented.

Prepared by KidsVax, LLC
4



A B C
Approved Actual
Annual For 10 Months Ending Remaining
Budget April 30, 2019 Budget
1 Investment Income 525,573.00 807,485.14 (281,912.14)
Expenses:
2 Administrative services - fixed contract 461,791.00 377,450.82 84,340.18
3 Administrative services - travel 7,500.00 - 7,500.00
4 Executive Director - compensation 166,700.00 133,466.68 33,233.32
5 Executive Director - employment costs 13,521.00 7,282.67 6,238.33
6 Executive Director - travel & expenses 38,592.00 30,408.20 8,183.80
7 Executive Director - education 500.00 40.00 460.00
8 Executive Director - Board support travel & expenses 7,500.00 9,932.04 (2,432.04)
9 Executive Director - conferences 21,340.00 - 21,340.00
10 Executive Director - hospitality 5,000.00 610.74 4,389.26
11 Admin services / ED spot awards / Board discretionary 100,000.00 - 100,000.00
12 Administrative services - TRICARE 165,895.00 174,359.22 (8,464.22)
13 Admin services - TRICARE (Crowell & Moring) 67,447.00 117,915.16 (50,468.16)
14 TRICARE - Expense Offset Rcv From Other SVPs (120,000.00) (191,858.00) 71,858.00
15 Legal fees 105,540.00 59,320.30 46,219.70
16 Legal fees - TRICARE settlement - 19,773.60 (19,773.60)
17 Audit 11,400.00 10,900.00 500.00
18 Special projects: -
19 Denied claims recovery (Medical Revenue Managers) 33,600.00 28,000.00 5,600.00
20 Assessment compliance 22,184.00 31,951.42 (9,767.42)
21 All other 60,000.00 - 60,000.00
22 Communications - outside graphics, etc. 7,500.00 - 7,500.00
23 ELM (meetings / mail forwarding / parking / services) 9,500.00 - 9,500.00
24 Insurance 49,000.00 42,069.00 6,931.00
25 Bank fees 42,000.00 34,378.53 7,621.47
26 Bank fees - lockbox 54,911.00 41,178.68 13,732.32
27 Investment fees 56,250.00 68,581.55 (12,331.55)
28 Other administration expenses 2,000.00 6,716.65 (4,716.65)
29 Total administrative expenses 1,389,671.00 1,002,477.26 387,193.74
30 Total expenses net of investment income 864,098 194,992 669,106
Unaudited - For Management Purposes Only
5/10/2019 Prepared by KidsVax, LLC 4

Washington Vaccine Association
Administrative Budget Status

For 10 Months Ending April 30, 2019




ED’s Monthly Management Reports

Month April_ Year 2019

Volumes (See Attached) [Over time these will each become rolling 13-month reports]
a) DBA Monthly Activity

b) FreshDesk by Category

c¢) Key Finance #s

Issues Summary

a) New Issues None See below
Have been attempting to get contact with PolyClinic. If no luck will discuss with you. PolyClinic has the largest number of no claims on

settlement reports.

Over collections continue - Memo under separate email

b) Carryforward Issues None See below
Skagit - refunds (contacted no more at this time) close this project

Brief narratives [focused on exceptions]
a) General

b) ED’s Help Requested/Follow-Up
(1)

(2)

(3)

Exception on WVA Lockbox

None See below

Special Project Exceptions

Provider Survey Results # of Replies
Generalizations Surveys - 70 received to date - 39 contacted to date with a)4 no problems b) 24 minor problems / corrected c) 9 requested claims

Norm

Norm Roberge

05/10/2019
Date Signed:




CLA (CliftonLarsonAllen LLP)
10700 Norlhup Way, Suite 200
Bellevue, WA 98004

425-250-6100 | fax 425-250-6050
CLAconnect.com

Aprii 12, 2019

Board of Directors

Washington Vaccine Association
P.O. Box 94002

Seattle, WA 98124

Dear Board of Directors:

We are pleased to confirm our understanding of the terms and objectives of our engagement and the nature
and limitations of the audit and nonaudit services CliftonLarsonAlien LLP (“CLA,” “we,” “us,” and “our”} will
provide for Washington Vaccine Association (“you,” “your,” or “the entity”) for the year ending June 30, 2019.

Allen Gilbert is responsible for the services provided to you.

Audit services

We will audit the financial statements of Washington Vaccine Association, which comprise the statement of
financial position as of June 30, 2019, and the related statements of activities, and cash flows for the year then
ending, and the related notes to the financial statements.

Nonaudit services

We will also provide the following nonaudit services:

* Preparation of your financial statements and related notes.

Audit objective

The objective of our audit is the expression of an opinion about whether your financial statements are fairly
presented, in all material respects, in conformity with accounting principles generally accepted in the United
States of America (U.S. GAAP). Our audit will be conducted in accordance with auditing standards generally
accepted in the United States of America {U.S. GAAS] and will include tests of your accounting records and other
procedures we consider necessary to enable us to express such an opinion.

We will issue a written report upon completion of our audit of your financial statements. We cannot provide
assurance that an unmodified opinion will be expressed. Circumstances may arise in which it is necessary for us
to maodify our opinion, add an emphasis-of-matter or other-matter paragraph(s), or withdraw from the
engagement. If our opinion is other than unmodified, we will discuss the reasons with you in advance. If
circumstances occur related to the condition of your records, the availability of sufficient, appropriate audit
evidence, or the existence of a significant risk of material misstatement of the financial statements caused by
error, fraudulent financial reporting, or misappropriation of assets, which in our professional judgment prevent
us from completing the audit or forming an opinion on the financial statements, we retain the right to take any
course of action permitted by professional standards, including declining to express an opinion or issue a report,
or withdrawing from the engagement.

A member of

Nexia

Internaticnal
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Auditor responsibilities, procedures, and limitations

We will conduct our audit in accordance with U.S. GAAS. Those standards require that we plan and perform the
audit to cbtain reasonable assurance about whether the financial statements as a whole are free from material
misstatement, whether due to fraud or error. An audit involves performing procedures to obtain sufficient
appropriate audit evidence about the amounts and disclosures in the financial statements. The procedures
selected depend on the auditors’ judgment, including the assessment of the risks of material misstatement of
the financial statements, whether due to fraud or error. An audit also includes evaluating the appropriateness of
accounting policies used and the reasonableness of significant accounting estimates made by management, as
well as evaluating the overall presentation of the financial statements.

There is an unavoidable risk, because of the inherent limitations of an audit, together with the inherent
limitations of internal control, that some material misstatements may not be detected, even though the audit is
properly planned and performed in accordance with U.S. GAAS. Because we will not perform a detailed
examination of all transactions, material misstatements, whether from {1} errors, (2} fraudulent financial
reporting, (3} misappropriation of assets, or (4} violations of laws or governmental regulations that are
attributable to the entity or to acts by management or employees acting on behalf of the entity, may not

be detected.

In addition, an audit is not designed to detect immaterial misstatements or violations of laws or governmental
regulations that do not have a direct and material effect on the financial statements. However, we will inform
the appropriate level of management and those charged with governance of any material errors, fraudulent
financial reporting, or misappropriation of assets that come to our attention. We will also inform the
appropriate level of management and those charged with governance of any violations of laws or governmental
regulations that come to our attention, unless clearly inconsequential.

In making our risk assessments, we consider internal control relevant to the entity’s preparation and fair
presentation of the financial statements in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s internal
control. An audit is not designed to provide assurance on internal control or to identify deficiencies in internal
control. However, we will communicate to you in writing significant deficiencies or material weaknessesin
internal control relevant to the audit of the financial statements that we identify during the audit.

Our responsibility as auditors is limited to the period covered by our audit and does not extend to any later
periods for which we are not engaged as auditors.

Management responsibilities

Our audit will be conducted on the basis that you {management and, when appropriate, those charged with
governance) acknowledge and understand that you have certain responsibilities that are fundamental to the
conduct of an audit. :

You are responsible for the preparation and fair presentation of the financial statements in accordance with U.S.
GAAP. Management’s responsihilities include the selection and application of accounting principles; recording
and reflecting all transactions in the financial statements; determining the reasonableness of significant
accounting estimates included in the financial statements; adjusting the financial statements to correct material
misstatements; and confirming to us in the management representation letter that the effects of any
uncorrected misstatements aggregated by us during the current engagement and pertaining to the latest period
presented are immaterial, both individually and in the aggregate, to the financial statements taken as a whole.
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You are respeonsible for the design, implementation, and maintenance of internal control relevant o the
preparation and fair presentation of financial statements that are free from material misstatement, whether
due to fraud or error. You are responsible for the design, implementation, and maintenance of internal controls
to prevent and detect fraud; assessing the risk that the financial statements may be materially misstated as a
result of fraud; and for informing us about all known or suspected fraud affecting the entity involving

(1) management, (2} employees who have significant roles in internal control, and {3} others where the fraud
could have a material effect on the financial statements. Your responsibilities include informing us of your
knowledge of any allegations of fraud or suspected fraud affecting the entity received in communications from
employees, former employees, grantors, regulators, or others. In addition, you are responsible for identifying
and ensuring that the entity complies with applicable laws and regulations, and informing us of all instances of
identified or suspected noncompliance whose effects on the financial statements should be considered.

You are responsible for providing us with {1) access to all information of which you are aware that is relevant to
the preparation and fair presentation of the financial statements, such as records, documentation, and other
matters, and for the accuracy and completeness of that information; (2) additional information that we may
request for the purpose of the audit; and {3} unrestricted access to persons within the entity from whom we
determine it necessary to obtain audit evidence. You agree to inform us of events occurring or facts discovered
subsequent to the date of the financial statements that may affect the financial statements.

Management is responsible for providing us with a written confirmation concerning representations made by
you and your staff to us in connection with the audit. During our engagement, we will request information and
explanations from you regarding, among other matters, the entity’s activities, internal control, future plans,
specific transactions, and accounting systems and procedures. The procedures we will perform during our
engagement and the conclusions we reach as a basis for our report will be heavily influenced by the
representations that we receive in the representation letter and otherwise from you. Accordingly, inaccurate,
incomplete, or false representations could cause us to expend unnecessary effort or could cause a material
fraud or error to go undetected by our procedures. in view of the foregoing, you agree that we shall not be
responsible for any misstatements in the entity’s financial statements that we may faif to detect as a result of
misrepresentations made to us by you.

Responsibilities and limitations related to nonaudit services

For all nonaudit services we may provide 1o you, management agrees to assume all management
responsibilities; oversee the services by designating an individual, preferably within senior management, who
possesses suitable skill, knowledge, and/or experience to understand and oversee the services; evaluate the
adequacy and results of the services; and accept responsibility for the results of the services.

The responsibilities and limitations related to the nonaudit services performed as part of this engagement are
as follows:

e We will prepare a draft of your financial statements and related notes. Since the preparation and fair
presentation of the financial statements is your responsibility, you will be required to review, approve,
and accept responsibility for those financial statements prior to their issuance and have a responsibility
to be in a position in fact and appearance to make an informed judgment on those financial statements.
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Use of financial statements

The financial statements and our report thereon are for management’s use. If you intend to reproduce and
publish the financial statements and our report thereon, they must be reproduced in their entirety. Inclusion of
the audited financial statements in a document, such as an annual report or an offering document, should be
done only with our prior approvai of the document. You are responsible to provide us the opportunity to review
such documents before issuance.

If the parties (i.e., you and CLA) agree that CLA will not be involved with your official statements related to
municipal securities filings or other offering documents, we will require that any official statements or other
offering documents issued by you with which we are not involved clearly indicate that CLA is not involved with
the contents of such documents. Such disclosure should read as follows:

CliftonLarsonAllen LLP, our independent auditor, has not been engaged to perform and has not
performed, since the date of its report included herein, any procedures on the financial statements
addressed in that report. CliftonLarsonAllen LLP also has not performed any procedures relating to this
offering document.

With regard to the electronic dissemination of audited financial statements, including financial statements
published electronically on your wehbsite or submitted on a regulator website, you understand that electronic
sites are a means to distribute information and, therefore, we are not required to read the information
contained in those sites or to consider the consistency of other information in the electronic site with the
original document.

We may issue preliminary draft financial statements to you for your review. Any preliminary draft financial
statements should not be relied on or distributed.

Engagement administration and other matters

We expect to begin our audit in early August 2018.

We understand that your employees will prepare all confirmations, account analyses, and audit schedules we
request and will locate any documents or invoices selected by us for testing. A list of information we expect to
need for our audit and the dates required will be provided in a separate communication.

The workpapers supporting the services we perform are the sole and exclusive property of CLA and constitute
confidential and proprietary information. We do not provide access to our workpapers to you or anyone else in
the normal course of business. Unless required by faw or regulation to the contrary, we retain our workpapers in
accordance with our record retention policy that typically provides for a retention period of seven years.

Except as permitted by the “Consent” section of this agreement, CLA will not disclose any confidential,
proprietary, or privileged information of the entity to any persons without the authorization of entity
management or unless required by law. This confidentiality provision does not prohibit us from disclosing your
information to one or more of our affiliated companies in order to provide services that you have requested
from us or from any such affiliated company. Any such affiliated company shali be subject to the same
restrictions on the use and disclosure of your information as apply to us.
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Our engagement and responsibility end on delivery of our signed report. Any additional services that might be
requested will be a separate, new engagement. The terms and conditions of that new engagement will be
governed by a new, specific engagement letter for that service.

Mediation

Any disagreement, controversy, or claim (“Dispute”) that may arise out of any aspect of our services or
relationship with you, including this engagement, shall be submitted to non-binding mediation by written notice
{“Mediation Notice”) to the other party. In mediation, we will work with you to resolve any differences
voluntarily with the aid of an impartial mediator.

The mediation will be conducted as specified by the mediator and agreed upon by the parties. The parties agree
to discuss their differences in good faith and to attempt, with the assistance of the mediator, to reach an
amicable resolution of the Dispute.

Each party will bear its own costs in the mediation. The fees and expenses of the mediator will be shared equally
by the parties.

Any Dispute will be governed by the laws of the state of Minnesota, without giving effect to choice of
law principles.

Time limitation

The nature of our services makes it difficult, with the passage of time, to gather and present evidence that fully
and fairly establishes the facts underlying any Dispute that may arise between the parties. The parties agree
that, notwithstanding any statute or law of limitations that might otherwise apply to a Dispute, including one
arising out of this agreement or the services performed under this agreement, for breach of contract or fiduciary
duty, tort, fraud, misrepresentation or any other cause of action or remedy, any action or legal proceeding by
you against us must be commenced within twenty-four {24) months {(“Limitation Period”} after the date when
we deliver our final audit report under this agreement to you, regardless of whether we do other services for
you relating to the audit report, or you shall be forever barred from commencing a lawsuit or obtaining any legal
or equitable relief or recovery.

The Limitation Period applies and begins to run even if you have not suffered any damage or loss, or have not
become aware of the existence or possible existence of a Dispute.

Fees

Our fees for these services will be based on the time involved and the degree of responsibility and skills
required, plus expenses including internal and administrative charges. Based on our preliminary estimates, the
fee for the engagement should approximate $13,700. The fee estimate is based on anticipated cooperation from
your personnel and their assistance with preparing confirmations and reguested schedules. If the requested
items are not available on the dates reguired or are not accurate, the estimated fee for services will likely be
higher. If unexpected circumstances reguire significant additional time, we will advise you before undertaking
work that would require a substantial increase in the fee estimate.
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Our invoices for these fees, plus applicable state and local taxes, will be rendered each month as work
progresses and are payable on presentation. in accordance with our firm policies, work may be suspended if
your account becomes 90 days or more overdue and will not be resumed until your account is paid in full. If we
elect to terminate our services for nonpayment, cur engagement will be deemed to have been completed even
if we have not issued our report. You will be obligated to compensate us for all time expended and to reimburse
us for all out-of-pocket expenditures through the date of termination.

Changes in accounting and audit standards

Standard setters and regulators continue to evaluate and modify standards. Such changes may result in new or
revised financial reporting and disclosure requirements or expand the nature, timing, and scope of the activities
we are required to perform. To the extent that the amount of time required to provide the services described in
the letter increases due to such changes, our fee may need to be adjusted. We will discuss such circumstances
with you prior to performing the additional work. On August 18, 2016, FASB issued Accounting Standards
Update (ASU) 2016-14, Not-for-Profit Entities (Topic 958) — Presentation of Financial Statements of Not-for-Profit
Entities. The update addresses the complexity and understandability of net asset classification, deficiencies in
information about liguidity and availability of resources, and the lack of consistency in the type of information
provided about expenses and investment return. For 2018, implementation of the new financial reporting
disclosures will result in additional fees between $750 - $1,000.

Other fees

You also agree to compensate us for any time and expenses, inciuding time and expenses of legal counsel, we
may incur in responding to discovery requests or participating as a witness or otherwise in any legal, regulatory,
or other proceedings that we are asked to respond to on your behalf.

Finance charges and collection expenses

You agree that if any statement is not paid within 30 days from its billing date, the unpaid balance shall accrue
interest at the monthly rate of one and one-quarter percent (1.25%), which is an annual percentage rate of 15%.
In the event that any collection action is required to collect unpaid balances due us, reasonable attorney fees
and expenses shall be recoverable.

Consent
Consent to use financial infermation

Annually, we assemble a variety of benchmarking analyses using client data obtained through our audit and
other engagements. Some of this benchmarking information is published and released publicly. However, the
information that we obtain is confidential, as required by the AICPA Code of Professional Conduct. Your
acceptance of this engagement letter will serve as your consent to use Washington Vaccine Association’s
information in these cost comparison, performance indicator, and/or benchmarking reports.

Agreement

We appreciate the opportunity to be of service to you and believe this {etter accurately summarizes the
significant terms of our engagement. This letter constitutes the entire agreement regarding these services and
supersedes ali prior agreements {whether oral or written), understandings, negotiations, and discussions
between you and CLA. If you have any questions, please let us know. Please sign, date, and return a copy of this
letter to us to indicate your acknowledgment and understanding of, and agreement with, the arrangements for
our audit of your financial statements including the terms of our engagement and the parties’ respective
responsibilities.
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Sincerely,

CliftonLarsonAllen LLP

S - At

Allen D. Gilbert, CPA
Engagement Director
425-250-6022
allen.gilbert@CLAconnect.com

Response:
This letter correctly sets forth the understanding of Washington Vaccine Association.

Authaorized Governance Signature:

Printed Name:

Title:

Date:

Authorized Management Signature:

Printed Name:

Title:

Date:




Telling Your Story Through the New Liquidity Disclosures

Accounting Standards Update (ASU) No. 2016-14, Not-for-Profit Entities (Topic 958):
Presentation of Financial Statements of Not-for-Profit Entities requires organizations to disclose
both qualitative and quantitative information about how the entity manages its liquid resources.
While the disclosure requirements may seem a bit daunting, NFPs should consider this an
opportunity to share with their donors, board members, creditors and other stakeholders their
strategy for managing financial resources.

The ASU provides a few example disclosures but, as with everything in the NFP sector, one size
does not fit all. As a result, the examples in the ASU may resonate with some NFPs, but not with
others. With that in mind, we have created a number of example disclosures for a variety of NFP
types. These disclosures take many forms depending on the type of NFP, the relative liquidity of
the organization’s resources, donor-imposed restrictions on those resources, internal board
designations on resources, and so on. These examples will help organizations consider how they
want to craft their liquidity disclosures to enhance transparency and best tell their story.

Association Example 1

Note X - Information Regarding Liquidity and Availability
The Association strives to maintain liquid financial assets sufficient to cover 90 days of general
expenditures. Financial assets in excess of daily cash requirements are invested in certificates of
deposit, money market funds and other short-term investments.

The following table reflects the Association’s financial assets as of December 31, 2017 and 2016,
reduced by amounts that are not available to meet general expenditures within one year of the
statement of financial position date because of contractual restrictions or internal board
designations. Amounts not available include certain alternative investments with redemption
limitations as more fully described in note XX and a board-designated special projects fund that is
intended to fund special board initiatives not considered in the annual operating budget. In the
event the need arises to utilize the board-designated funds for liquidity purposes, the reserves could
be drawn upon through board resolution. Amounts not available to meet general expenditures
within one year also may include net assets with donor restrictions. There were no net assets with
donor restrictions at December 31, 2017 and 2016.

2017 2016
Cash and cash equivalents $ 2,740,000 $ 2,690,000
Investments 11,100,000 12,250,000
Accounts receivable 325,000 650,000

Total financial assets 14,165,000 15,590,000



Investments with liquidity horizons greater than one year
Cash collateral related to letter of credit
Board-designated special projects fund

Financial assets available to meet cash needs for general
expenditures within one year

(1,250,000) (1,450,000)
(275,000) (325,000)
(1,000,000) (1,000,000)
$ 11,640,000 $ 12,815,000



Association Example 2

Note X - Liquidity and Reserves

6/30/X1 6/30/X0
Total financial assets $ 4454636 $ 4,784,929
Donor-imposed restrictions:
Funds subject to time restrictions (191,567) (132,536)
Endowments (115,500) (115,500)
Net financial assets after donor-imposed
Restrictions 4,147,569 4,536,893
Less:
Board-designated funds (359,114) (484,636)
Agency allocations payable (4,034,689) (4,214,789)
Financial assets needed to meet cash needs for
general expenditures within one year $  (246,234) $  (162,532)

As a federated fundraising organization, Entity A receives significant contributions each year from
donors, which are available to meet annual cash needs for general expenditures. Allocations to
agencies are paid monthly over a 12-month period. During that same 12-month period, additional
contributions are received from donors. Entity A has a policy to designate all net assets without
donor restrictions, which results in a shortfall of financial assets to meet cash needs as shown
above. All board-designated funds can be made available to meet operating needs if necessary.
During the years ended June 30, 20X1 and 20XO0, the organization was able to meet its cash needs
utilizing designated reserves.

Foundation Example 1

The following example illustrates how a foundation that receives gifts to be invested in perpetuity
(endowments), gifts that are purpose restricted and gifts without donor restrictions might comply
with the liquidity and availability disclosure requirements.

Note X — Liquidity and Availability

The Foundation receives significant contributions with donor restrictions to be used in accordance
with the associated purpose restrictions. It also receives gifts to establish endowments that will
exist in perpetuity; the income generated from such endowments is used to fund programs. In
addition, the Foundation receives support without donor restrictions; such support has historically
represented approximately 65% of annual program funding needs, with the remainder funded by
investment income without donor restrictions and appropriated earnings from gifts with donor
restrictions.

The Foundation considers investment income without donor restrictions, appropriated earnings
from donor-restricted and board-designated (quasi) endowments, contributions without donor
restrictions and contributions with donor restrictions for use in current programs which are
ongoing, major, and central to its annual operations to be available to meet cash needs for general



expenditures. General expenditures include administrative and general expenses, fundraising
expenses and grant commitments expected to be paid in the subsequent year. Annual operations
are defined as activities occurring during the Foundation’s fiscal year.

The Foundation manages its cash available to meet general expenditures following three guiding
principles:

e Operating within a prudent range of financial soundness and stability,

e Maintaining adequate liquid assets, and

e Maintaining sufficient reserves to provide reasonable assurance that long term grant
commitments and obligations under endowments with donor restrictions and quasi-
endowments that support mission fulfillment will continue to be met, ensuring the
sustainability of the Foundation.

The Foundation’s Grant Committee (the Committee) meets semi-annually to review and approve
grant requests. Due to this timing, the Foundation strives to maintain financial assets available to
meet general expenditures at a level that represents 100% of annual expenses for administrative,
general, and fundraising expenses plus an amount that represents the next expected payment for
semi-annual grant commitments approved by the Committee, which typically represents
approximately 50% of the expected annual grant cash needs.

The table below presents financial assets available for general expenditures within one year at
December 31, 20X1 (in thousands):

Financial assets at year end:

Cash and cash equivalents $ 70,000
Collateral under security lending agreements 20,000
Contributions receivable 210,000
Other receivables 10,000
Due from broker 8,000
Investments 2,200,000

Total financial assets 2,509,000
Less amounts not available to be used within one year:

Investments in non-liquid securities (1,023,000)
Investments held in custodial and non-custodial trusts (65,000)
Collateral under security lending agreements (20,000)
Contribution receivable - for restricted gifts, net (82,000)
Contribution receivable - due after one year, net (106,000)
Investments held for quasi-endowments (250,000)

Financial assets not available to be used within one year  (1,546,000)
Financial assets available to meet general expenditures within one
year _$ 963,000

The following example illustrates expanded disclosures for the same foundation in the
previous example:



The Foundation receives significant contributions with donor restrictions to be used in accordance
with the associated purpose restrictions. It also receives gifts to establish endowments that will
exist in perpetuity; the income generated from such endowments is used to fund programs. In
addition, the Foundation receives support without donor restrictions; such support has historically
represented approximately 65% of annual program funding needs, with the remainder funded by
investment income without donor restrictions and appropriated earnings from gifts with donor
restrictions.

The Foundation considers investment income without donor restrictions, appropriated earnings
from donor-restricted and board-designated (quasi) endowments, contributions without donor
restrictions and contributions with donor restrictions for use in current programs which are
ongoing, major, and central to its annual operations to be available to meet cash needs for general
expenditures. General expenditures include administrative and general expenses, fundraising
expenses and grant commitments expected to be paid in the subsequent year. Annual operations
are defined as activities occurring during the Foundation’s fiscal year.

The Foundation manages its cash available to meet general expenditures following three guiding
principles:

e Operating within a prudent range of financial soundness and stability,

e Maintaining adequate liquid assets, and

e Maintaining sufficient reserves to provide reasonable assurance that long term grant
commitments and obligations under endowments with donor restrictions and quasi-
endowments that support mission fulfillment will continue to be met, ensuring the
sustainability of the Foundation.

The Foundation’s Grant Committee (the Committee) meets semi-annually to review and approve
grant requests. Due to this timing, the Foundation strives to maintain financial assets available to
meet general expenditures at a level that represents 100% of annual expenses for administrative,
general, and fundraising expenses plus an amount that represents the next expected payment for
semi-annual grant commitments approved by the Committee, which typically represents
approximately 50% of the expected annual grant cash needs.

The table below presents financial assets available for general expenditures within one year at
December 31, 20X1 (in thousands):

Financial assets at year end:

Cash and cash equivalents $ 70,000
Collateral under security lending agreements 20,000
Contributions receivable 210,000
Other receivables 10,000
Due from broker 8,000
Investments 2,200,000

Total financial assets 2,509,000
Less amounts not available to be used within one year:




Investments in non-liquid securities (1,023,000)

Investments held in custodial and non-custodial trusts (65,000)
Collateral under security lending agreements (20,000)
Contributions receivable for restricted gifts, net (82,000)
Contributions receivable due after one year, net (106,000)
Investments held for quasi-endowments (250,000)

Financial assets not available to be used within one year  (1,546,000)

Financial assets available to meet general expenditures within one
year $ 963,000

In evaluating the adequacy of financial assets available to sustain commitments under endowments
with donor restrictions and quasi-endowments, the Foundation follows the policy of requiring that
financial assets attributable to such commitments, defined as financial assets not available to be
used within one year, be equal to or greater than the related net assets, measured annually as
follows (in thousands):

Net assets with donor restrictions in total at December 31, 20X1 $ 2,030,000
Less net assets with purpose restrictions to be met in less than a

year (803,000)
Plus quasi-endowments 250,000
Net assets representing endowments with donor restrictions and

quasi-endowments $ 1,477,000
Financial assets not available to be used within one year, defined

above $ 1,546,000

Humanitarian Aid Charity Example 1

Note X — Liquidity and Availability

6/30/X1 6/30/X0
Total financial assets $ 78,600 $ 94,801
Donor-imposed restrictions:
Restricted Funds (1,613) (1,584)
Endowments (8,288) (8,616)
Net financial assets after donor-imposed
restrictions 68,699 84,601
Internal designations:
Board Advised Funds (25,071) (27,709)
Gift Annuities (7,693) (7,793)
Quasi-endowments (329) (309)

Financial assets available to meet cash needs
for general expenditures within one year $ 35,606 $ 48,790




The organization receives significant contributions and promises to give restricted by donors, and
considers contributions restricted for programs which are ongoing, major, and central to its annual
operations to be available to meet cash needs for general expenditures. The organization manages
its liquidity and reserves following three guiding principles: operating within a prudent range of
financial soundness and stability, maintaining adequate liquid assets to fund near-term operating
needs, and maintaining sufficient reserves to provide reasonable assurance that long-term
obligations will be discharged. The organization has a liquidity policy to maintain current financial
assets less current liabilities at a minimum of 30 days operating expenses. The organization has a
policy to target a year-end balance of reserves of unrestricted, undesignated net assets to meet 15
to 30 days of expected expenditures. To achieve these targets, the entity forecasts its future cash
flows and monitors its liquidity quarterly, and monitors its reserves annually. During the years
ended June 30, 20X1 and 20X0, the level of liquidity and reserves was managed within the policy
requirements.

Humanitarian Aid Charity Example 2

Note X — Liquidity and Availability
6/30/X1 6/30/X0

Total financial assets $ 78,600 $ 94,801
Donor-imposed restrictions:
Designated Funds (1,613) (1,584)
Endowments (8,288) (8,616)
Net financial assets after donor-imposed
restrictions 68,699 84,601
Internal designations:
Donor Advised Funds (25,071) (27,709)
Gift Annuities (7,693) (7,793)
Split interest agreements (25) (5)
Quasi-endowments (304) (304)
Financial assets available to meet cash needs
for general expenditures within one year $ 35606 $ 48,790

The organization receives significant contributions restricted by donors, and considers
contributions restricted for programs which are ongoing, major, and central to its annual operations
to be available to meet cash needs for general expenditures. For the years ended June 30, 20X1
and 20X0, restricted contributions of $14,886 and $31,543, respectively, were included in financial
assets available to meet cash needs for general expenditures within one year. The organization
manages its liquidity and reserves following three guiding principles: Operating within a prudent
range of financial soundness and stability, maintaining adequate liquid assets to fund near-term
operating needs, and maintaining sufficient reserves to provide reasonable assurance that long-
term obligations will be discharged. The organization has a liquidity policy to maintain current
financial assets less current liabilities at a minimum of 30 days operating expenses. NFP A has a



policy to target a year-end balance of reserves of unrestricted, undesignated net assets at 15 to 30
days of expected expenditures. To achieve these targets, the entity forecasts its future cash flows
and monitors its liquidity quarterly, and monitors its reserves annually. During the years ended
June 30, 20X1 and 20XO0, the level of liquidity and reserves was managed within the policy
requirements.
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Checklist



		Not-for-Profit Entities (Topic 958) - Presentation of Financial Statements for Not-for-Profit Entities Checklist

		For those topics that have expanded information or examples indicated, click on the hyperlink to additional tabs.

		For those cells that have red triangles in the top right corner, hover over the cell to view the additional guidance in the comment.

		Action Item		Glossary Links								Action Required?		Expected Completion Date		Notes



		General Implementation

		1) The presentation of financial statements for not-for-profit (NFP) entities is effective for fiscal years beginning after December 15, 2017, and interim periods within fiscal years beginning after December 15, 2018. Early application is permitted. 

		a) Has your organization decided to early adopt the new provisions or plan to adopt at the above noted effective date?

		b) Has your organization drafted a footnote for a change in accounting principal?

		c) Have proper individuals attended training to understand the new changes in financial reporting?

		d) Has your organization discussed with its auditors the impact of the new changes related to audit timing and planning?

		e) Has your organization identified the team members who will lead the implementation of the new financial reporting requirements?



		2) The new guidance shall be applied on a retrospective basis. However, if presenting comparative financial statements, an NFP would have the option to omit the following information for any periods presented before the year of adoption: i) analysis of expenses by both functional and natural classification, ii) disclosures about liquidity and availability of resources.

		a) Does your organization present comparative financial statements? If so, while analyzing the below steps, remember that retrospective application is required, except for the omissions noted above.



		3) In the year of adoption, an NFP shall disclose the nature of any reclassifications or restatements and their effects, if any, on changes in the net asset classes for each year presented.

		a) Has your organization identified restatements and reclassifications? 

		b) If the above answer is yes, has a footnote been drafted noting the nature and effects on changes in the net asset classes for years presented?



		Net Assets and Endowments

		1) Net assets are required to be classified in two categories, net assets with donor restrictions and net assets without donor restrictions.		A		B		L		G

		a) Has your organization reformatted the statement of financial position and statement of activities to remove temporarily restricted net assets and permanently restricted net assets and replaced these terms with net assets with donor restrictions and net assets without donor restrictions?

		b) Has your organization reviewed the notes to the financial statements replacing the terms temporarily restricted and permanently restricted net assets with net assets with donor restrictions and net assets without donor restrictions?



		2) The two required net asset classes are a minimum classification scheme, should they be applicable. An NFP can choose to further disaggregate the two net asset classes. For example, an NFP may wish to disaggregate net assets with donor restrictions between those expected to be maintained in perpetuity and those expected to be spent over time or for a particular purpose. However, amounts for each of the two classes of net assets and the total of net assets must be reported in a statement of financial position.

		a) Would the users of your financial statements find a further disaggregation of net assets from the two required classes useful on the face of the statement of financial position?



		Link to Classification of Net Assets

		Link to Example Statement of Financial Position



		3) Statement of activities shall report the following amounts for the period: i) the change in net assets, ii) the change in net assets with donor restrictions, iii) the change in net assets without donor restrictions. Reclassification of net assets, such as expirations of donor-imposed restrictions, shall be reported as separate line items.		M

		a) Has the organization reformatted its statement of activities to conform with the above requirements?



		Link to Example 1: Statement of Activities



		4) Endowment funds can be either with donor restrictions or without donor restrictions. Those without donor restrictions are referred to as board-designated endowment funds. A board-designated endowment fund is created when a governing board designates or earmarks a portion of its net assets without donor restrictions to be invested generally for a long but possibly unspecified period of time. Endowment funds with donor restrictions are referred to as donor-restricted endowment funds. A donor-restricted endowment fund results from a gift with a stipulation that those resources be invested either for a long, specified period of time or in perpetuity.		H		I

		a) Can the current tools used to track endowment funds be converted to track endowments per the revised definitions above? Are any reclassifications required from current funds accounted for as endowments to meet the above definitions?



		5) Donor-restricted endowment funds generally result from a donor's stipulation or by extension of a donor restriction imposed through the Uniform Prudent Management of Institutional Funds Act of 2006 (UPMIFA) that limits an NFP's use of net assets of an endowment fund. The original gifted amount, any additional gifts to that fund, and any resulting investment returns shall initially be classified as net assets with donor restrictions. Therefore, unless stated otherwise in the gift instrument, the assets in an endowment fund are donor-restricted assets until appropriated for expenditure by the NFP's governing board.		D		E		F

		a) Does the current ERP system or other tracking tool the organization uses need to be updated to track endowments per the above guidance? 



		6) The amount of net assets with donor restrictions is reduced by appropriations for expenditure from the donor-restricted endowment fund. Upon appropriation for expenditure, the time restriction expires to the extent of the amount appropriated and, in the absence of any purpose restrictions on the use of the appropriated returns, results in a reclassification of net assets of that amount from net assets with donor restrictions to net assets without donor restrictions. However, if a restricted purpose also exists, the reclassification of net assets shall not occur until that purpose restriction is also met.

		a) Does the organization's current method for tracking net assets released from restriction comply with the above noted guidance?



		Link to Example Note 3: Net Assets Released from Donor Restriction



		7) An NFP shall disclose, for each period it presents financial statements, a reconciliation of beginning and ending balance of the NFP's endowment, in total and by net asset class, including, at a minimum, all of the following line items that apply:

John36276: Net asset classes are now net assets with donor restrictions and net assets without donor restrictions.


		i) Investment return, net

John36276: Previous requirement to separate investment return into investment income and net appreciation no longer required.

		ii) Contributions

		iii) Amounts appropriated for expenditure

		iv) Reclassification of net assets

		v) Other changes

		a) Does the current tool or method used to prepare the required endowment footnote capture all of the above activity?



		Link to Example Note 4: Endowment



		8) Other required disclosures include:

		i) If not provided on the face of the financial statements, discussion of the following: i) Information about the nature and amounts of different types of restrictions that affect how and when, if ever, the resources (net assets) can be used and ii) information about additional limitations placed on net assets, such as information about the amounts and purposes of board designations of net assets without donor restrictions.

		ii) Composition of net assets with donor restrictions at the end of the period and how the restrictions affect the use of resources.

		a) Does the organization currently track the above noted information in a manner that can be summarized in the required note disclosure?



		Link to Example Note 1: Net Assets with Donor Restrictions

		Link to Example Note 2: Net Assets without Donor Restrictions



		Link to Gifts of Long Lived Assets

		Link to Donor-Restricted Endowment Fund

		Link to Donor-Restricted Endowments Subject to Trust Law



		Underwater Endowment Funds

		1) An NFP is required to disclose i) its interpretation on the ability to spend from underwater endowment funds, ii) its policy to either reduce expenditure or not spend from underwater endowment funds, if any, and if this policy was followed, iii) for each period a statement of financial position is presented each of the following, in the aggregate, for all underwater endowment funds:		C

		- the fair value of the underwater endowment funds

		- the original endowment gift amount or level required by donor stipulations or by law that extends donor restrictions

		- the aggregate of the amount of the deficiencies of each of the underwater endowment funds



		a) Is the current tool or system used to track endowment funds able to determine whether an individual endowment fund is underwater (current market value below that of the original gift(s))?

		b) If underwater endowment funds exist, has a supporting schedule that contains the amount of the initial gift(s), current fair value, and the calculated difference prepared to support the footnote?



		Link to Example Note 4: Endowment



		Reporting of Expenses by Nature and Function

		1) All NFPs shall report information about all expenses (by nature and function) in one location - on the face of the statement of activities, as a schedule in the notes to the financial statements, or in a separate financial statement.		J		K		N

		a) Has your organization decided where to present all expenses by nature and function?



		2) The relationship between functional and natural classification for all expenses shall be presented in an analysis that disaggregates functional expense classifications, such as major classes of program services and supporting activities by their natural expense classifications, such as salaries, rent, electricity, supplies, depreciation, awards and grants to others, and professional fees.

		a) Does your organization track expenses by both natural and functional classifications?

		b) Does your organization have a written policy or methodology as to how expenses are classified into functional expense categories including consideration for any needed allocations?



		Link to Allocations

		Link to Example Note 1: Functional Expenses

		Link to Functional Expense Case Studies



		3) A description of the methods used to allocate costs among program and support functions shall be disclosed in the notes to financial statements.

		a) Does your organization have a formal policy documenting the basis for allocations of expenses to support the required note disclosure?



		Link to Example Note 2: Functional Expenses



		Liquidity

		1) An NFP shall provide certain additional information useful in assessing liquidity and availability of resources in a note disclosure that includes the following:

		- Qualitative information amount how an entity manages its liquid resources available to meet cash needs for general expenditures within one year of the balance sheet date.

		- Quantitative information either on the face of the balance sheet or in the notes, and additional qualitative information as necessary about 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. Availability of a financial asset may be affected by i) its nature, ii) external limits imposed by donors, laws, and contracts with others, and iii) internal limits imposed by governing board decisions.

		a) Does your organization have a formal policy as to how liquidity is managed?

		b) For the quantitative requirements noted above, does the organization want to prepare a classified statement of net position? 



		Link to Example Note 1: Liquidity

		Link to Example Note 2: Liquidity

		Link to Example Note 3: Liquidity



		Investment Return

		1) Investment expenses shall be reported on the statement of activities netted against investment return and reported in the net asset category in which the net investment return is reported. Investment expenses include both internal and external investment expenses.

		a) Does your organization currently net all internal end external investment expenses with investment return?



		2) Direct internal investment expenses involve the direct conduct or direct supervision of the strategic and tactical activities involved in generating investment return. These include, but are not limited to i) salaries, benefits, travel, and other costs associated with the officer and staff responsible for the development and execution of investment strategy and ii) allocable costs associated with internal investment management and supervising, selecting, and monitoring of external investment management firms. Direct internal investment expenses do not include items that are not associated with the generating investment return. For example, the costs associated with unitization and other such aspects of endowment management would not be allocated.

		a) Does your organization have internal investment expenses? If so, are they currently tracked in a manner so they can be netted against investment return?



		Measure of Operations

		1) If an NFP presents internal board designations, appropriations, and similar actions on the face of the financial statements, an appropriate disaggregation and description by type of these actions is required to be disclosed if not provided on the face of the financial statements.

		a) Does your organization prefer to show the above requirements on the face of the statement of activities or in the notes?



		Link to Example 2: Face of Statement of Activities

		Link to Example 3: Not Apparent/Note Disclosure Required



		Statement of Cash Flows

		1) If using the direct method to prepare the statement of cash flows, the presentation or disclosure or the reconciliation of operating cash flows to the indirect method is no longer required.

		a) Does your organization present the statement of cash flows using the direct method?  If so, the reconciliation of operating cash flows to the indirect method can be removed.

































































































































































































































































































































































































































































































































































































































































































Statement of Financial Position

		Example Statement of Financial Position

		Not-for-Profit Entity A

		Statement of Financial Position

		June 30, 20XX

																												20XX

		Assets:

		Cash																										$   4,575

		Accounts and interest receivable																										2,130

		Inventories																										610

		Contributions receivable																										3,025

		Short-term investments																										1,400

		Assets restricted to investment in property																										5,210

		Land, buildings, and equipment																										61,700

		Long-term investments																										218,070

		Total assets																										$   296,720



		Liabilities and net assets:

		Accounts payable																										$   2,570

		Grants payable																										875

		Annuity trust obligations																										1,685

		Long-term debt																										5,500

		Total liabilities																										10,630

		Net assets:

		Without donor restrictions																										92,677

		With donor restrictions																										193,413

		Total net assets																										286,090

		Total liabilities and net assets																										$   296,720







Statement of Activities

		Example 1: Statement of Activities

		Not-for-Profit Entity A

		Statement of Activities

		Year Ended June 30, 20XX

																																				Without Donor				With Donor

																																				Restrictions				Restrictions				Total

		Revenues, gains, and other support:

		Contributions																																		$   8,640				$   8,390				$   17,030

		Fees																																		5,200				- 0				5,200

		Investment return, net																																		4,678				20,272				24,950

		Gain on sale of equipment																																		200				- 0				200

		Other																																		150				- 0				150

		Net assets released from restrictions:

		Satisfaction of program restrictions																																		21,990				(21,990)				- 0

		Satisfaction of equipment acquisition restrictions																																		1,500				(1,500)				- 0

		Expiration of time restrictions																																		1,250				(1,250)				- 0

		Appropriation from donor endowment																																		7,500				(7,500)				- 0

		Total net assets released from restrictions																																		32,240				(32,240)				- 0

		Total revenues, gains, and other support																																		51,108				(3,578)				47,530



		Expenses and losses

		Program A																																		13,296				- 0				13,296

		Program B																																		8,649				- 0				8,649

		Program C																																		5,837				- 0				5,837

		Management and general																																		2,038				- 0				2,038

		Fundraising																																		2,150				- 0				2,150

		Total expenses																																		31,970				- 0				31,970

		Fire loss on building																																		80				- 0				80

		Actuarial loss on annuity trust obligations																																		- 0				30				30

		Total expenses and losses																																		32,050				30				32,080

		Change in net assets																																		19,058				(3,608)				15,450

		Net assets at beginning of year																																		73,619				197,021				270,640

		Net assets at end of year																																		$   92,677				$   193,413				$   286,090



		Example 2: Internal board designations, appropriations, and similar actions are apparent on the face of the statement of activities

		Not-for-Profit Entity A

		Statement of Activities

		Year Ended June 30, 20XX

																																				Without Donor				With Donor

																																				Restrictions				Restrictions				Total

		Operating revenues, gains, and other support

		Contributions																																		$X,XXX				$X,XXX				$X,XXX

		Investment returns appropriated from quasi-endowment																																		1,025								1,025

		Fees																																		X,XXX								X,XXX

		Programmatic investing return																																		X,XXX								X,XXX

		Other																																		X,XXX								X,XXX

		Net assets released from restrictions:

		Investment return appropriated and released for current

		operations from donor-restricted endowment																																		X,XXX				(X,XXX)				X,XXX

		[other net assets released from restriction]																																		X,XXX				(X,XXX)				X,XXX

		Total operating revenues, gains, and other support																																		X,XXX				X,XXX				X,XXX



		Operating expenses:

		Program A																																		X,XXX								X,XXX

		Program B																																		X,XXX								X,XXX

		Program C																																		X,XXX								X,XXX

		Management and general																																		X,XXX								X,XXX

		Fundraising																																		X,XXX								X,XXX

		Total operating expenses																																		X,XXX								X,XXX



		Contributions designated by board for capital projects																																		(3,000)								(3,000)

		Contributions and bequests designated by board for

		quasi-endowment																																		(5,000)								(5,000)

		Operating revenues in excess of operating expenses

		and governing board actions to (from) operations																																		X,XXX				X,XXX				X,XXX



		Investment return, net																																		X,XXX				X,XXX				X,XXX

		[Other items considered to be nonoperating]																																		X,XXX				X,XXX				X,XXX

		Investment returns appropriated for current operations

		from quasi-endowment																																		(1,025)								(1,025)

		Contributions designated by board for capital projects																																		3,000								3,000

		Contributions and bequests designated by board for

		quasi-endowment																																		5,000								5,000

		Loss on extinguishment of debt																																		(X,XXX)								(X,XXX)

		Change in fair value of interest rate swap																																		X,XXX								X,XXX

		Change in net assets																																		X,XXX				X,XXX				X,XXX

		Net assets at beginning of year																																		X,XXX				X,XXX				X,XXX

		Net assets at end of year																																		$X,XXX				$X,XXX				$X,XXX



		Example 3: Internal board designations, appropriations, and similar actions are NOT apparent on the face of the statement of activities; and related disclosure

		Not-for-Profit Entity A

		Statement of Activities

		Year Ended June 30, 20XX

																																				Without Donor				With Donor

																																				Restrictions				Restrictions				Total

		Operating revenues, gains, and other support

		Contributions																																		$X,XXX				$X,XXX				$X,XXX

		Investment returns appropriated from quasi-endowment																																		1,025								1,025

		Fees																																		X,XXX								X,XXX

		Programmatic investing return																																		X,XXX								X,XXX

		Other																																		X,XXX								X,XXX

		Net assets released from restrictions:

		Investment return appropriated and released for current

		operations from donor-restricted endowment																																		X,XXX				(X,XXX)				X,XXX

		[other net assets released from restriction]																																		X,XXX				(X,XXX)				X,XXX

		Total operating revenues, gains, and other support																																		X,XXX				X,XXX				X,XXX



		Operating expenses:

		Program A																																		X,XXX								X,XXX

		Program B																																		X,XXX								X,XXX

		Program C																																		X,XXX								X,XXX

		Management and general																																		X,XXX								X,XXX

		Fundraising																																		X,XXX								X,XXX

		Total operating expenses																																		X,XXX								X,XXX



		Transfers of funds, net																																		(6,975)								(6,975)

		Operating revenues in excess of operating expenses

		and transfers																																		X,XXX				X,XXX				X,XXX



		Other changes:

		Investment return, net																																		X,XXX				X,XXX				X,XXX

		Contributions																																		X,XXX								X,XXX

		Other 																																		X,XXX								X,XXX

		Change in net assets																																		X,XXX				X,XXX				X,XXX

		Net assets at beginning of year																																		X,XXX				X,XXX				X,XXX

		Net assets at end of year																																		$X,XXX				$X,XXX				$X,XXX



		NOTE 1: Measure of Operations

				NFP A's operating revenues in excess of expenses and transfers includes all operating revenues and expenses that are an 

				integral part of its programs and supporting activities, net assets released from donor restrictions to support operating

				expenditures, and transfers from board-designated and other non-operating funds to support current operating activities.

				The measure of operations includes support for operating activities from both donor-restricted net assets and net assets

				without donor restrictions designated for long-term investment (the donor-restricted and quasi-endowment) according

				to NFP A's spending policy, which is detailed in Note X. The measure of operations excludes endowment support for non-

				operating activities, investment return in excess (less than) amounts made available for current support, gains and losses on

				extinguishment of debt, and changes in fair value of the interest rate swap. Included in the line item transfer of funds, net

				is investment return appropriated from quasi-endowment to operations of $1,025, contributions designated by the Board

				of Trustees for capital projects from operations of $3,000, and contributions and bequests designated by the Board of 

				Trustees for quasi-endowment from operations of $5,000.





Functional Expenses

		Example Note 1: Functional Expenses

				The table below presents expenses by both their nature and function for fiscal year 20XX.

										Program Activities										Supporting Activities

																				Management		Fund-

										A		B		C		Programs				and General		Raising		Supporting		Total Expenses

				Salaries and benefits						$   7,400		$   3,900		$   1,725		$   13,025				$   1,130		$   960		$   2,090		$   15,115

				Grants to other organizations						2,075		750		1,925		4,750				- 0		- 0		- 0		4,750

				Supplies and travel						865		1000		490		2,355				240		560		800		3,155

				Services and professional fees						160		1490		600		2,250				200		390		590		2,840

				Office and occupancy						1,160		600		450		2,210				218		100		318		2,528

				Depreciation						1,440		800		570		2,810				250		140		390		3,200

				Interest						196		109		77		382				- 0		- 0		- 0		382

				Total expenses						$   13,296		$   8,649		$   5,837		$   27,782				$   2,038		$   2,150		$   4,188		$   31,970



				The financial statements report certain categories of expenses that are attributable to more

				than one program or supporting function. Therefore, these expenses require allocation on a 

				reasonable basis that is consistently applied. The expenses that are allocated include depreciation,

				interest, and office and occupancy, which are both allocated on a square footage basis, as well

				as salaries and benefits, which are allocated on the basis of estimates of time and effort.

		Example Note 2: Functional Expenses

				The financial statements report certain categories of expenses that are attributable to one or more

				program or supporting functions of the Organization. Those expenses include depreciation and

				amortization, the president's office, communications department, and information technology

				department. Depreciation is allocated based on a square footage basis, the president's office

				is allocated based on estimates of time and effort, certain costs of the communications department

				are allocated based on the benefit received, and the information technology department is allocated

				based on estimates of time and costs of specific technology utilized.

		Functional Expense Case Studies

				The following cases represent certain activities to illustrate direct conduct and direct supervision

				of program or support activities and, therefore, should be allocated to the program or support

				function or functions that receive a benefit.

				Case Study A: CEO Allocation

				The broad responsibilities of a CEP generally include administrative and programmatic oversight. At

				NFP A, the CEO spends a portion of time directly overseeing the research program. Additionally, a

				portion of time is spent with current and potential donors on fundraising cultivation activities. A 

				portion of the CEO's compensation and benefits and other expenses would be allocated to the 

				research program and to the fundraising function representing the portion of time spent on those

				activities because they reflect direct conduct or direct supervision. If the remainder of the CEO's

				time is spent indirectly supervising the other areas of NFP A, including the administrative areas, 

				those activities would not constitute direct conduct or direct supervision, and the ratable portion

				of compensation and benefit amounts would remain in management and general activities.

				Case Study B: CFO Allocation

				The CFO at NFP B has primary responsibility for (a) accounting and reporting, (b) short-term 

				budgeting and long-term financial planning, (c) cash management, and (d) direct oversight

				of the NFP's endowment. A portion of the CFO's compensation and benefits and other

				expenses would be allocated to management and general activities for the accounting and

				reporting, short-term budgeting and long-term financial planning, and cash management 

				functions because they benefit the overall organization. A portion would also be allocated

				to investment expenses for management of the investment strategy of the endowment and 

				would be netted against investment return. However, any portion of time spent supervising

				the accounting for investments or other fiduciary oversight would not be allocated to investment

				expenses because that time is related to an accounting and general management activity

				that benefits the overall organization and should be allocated to management and general

				activities.

				Case Study C: Human Resources Department Allocation

				The human resources department at NFP C generally is involved in the recruitment of all

				personnel of the NFP. If NFP C hired an employee to work in Program A, the human resources

				department's related costs would not be allocated to that program. Rather, those costs 

				would remain a component of management and general activities, because the human 

				resources department's efforts to hire an employee for a particular function are not deemed

				to be direct conduct or direct supervision of programmatic activity.

				Case Study D: Grant Accounting and Reporting Allocation

				NFP D receives federal grants and employs an accountant who is responsible for grant accounting

				and reporting. In some cases, under the terms of the grant agreement, a fiscal report is required

				to be filed that details expenses incurred and charged against the grant. The fiscal report is not 

				part of the direct conduct or direct supervision of the grant but rather is an accounting function.

				Therefore, the grant accountant's compensation and benefits would not be allocated to the 

				programmatic area. However, a scientific report prepared by a principal investigator who is

				responsible for the research activity would be indicative of direct conduct and/or direct supervision

				of the grant activity, and the principal investigator's compensation and benefits would be allocated

				to the grant.





Liquidity

		Example Note 1: Liquidity

				NFP A has $395,000 of financial assets available within one year of the balance sheet date 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 time restrictions, but 

				will be collected within one year. NFP A 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. As part of its liquidity management, NFP A invests cash in excess of daily requirements in various 

				short-term investments including certificates of deposits and short-term treasury instruments. As more fully

				described in Note X, NFP A 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.

		Example Note 2: Liquidity

				As part of NFP A's liquidity management, it invests cash in excess of daily requirements in short-term investments.

				To help manage unanticipated liquidity needs, NFP A has committed lines of credit in the amount of $20 million

				which it could draw upon. Additionally, NFP A has a quasi-endowment of $33 million. Although NFP A does not

				intend to spend from its quasi-endowment other than amounts appropriated for general expenditure as part

				of its annual budget approval and appropriation, amounts from its quasi-endowment could be made available

				if necessary. However, both quasi-endowment and donor endowment contain lock-up provisions that would

				reduce the total investments that could be made available.

				NFP A's financial assets due within one year of the balance sheet date for general expenditures are as follows:

						Cash and cash equivalents										$   4,575

						Accounts and interest receivable										2,130

						Contributions receivable										1,825

						Short-term investments										1,400

						Other investments appropriated for current use										1,650

																$   11,580



				NFP A's endowment funds consist of donor endowment and quasi-endowment. Income from donor endowment

				is restricted for specific purposes and, therefore, is not available for general expenditure. The quasi-endowment

				has a spending rate of 5 percent. $1.65 million of appropriations from the quasi-endowment will be available

				within the next 12 months.

		Example Note 3: Liquidity

				As part of NFP A's liquidity management, it invests cash in excess of daily requirement in short-term investments.

				Occasionally, the Board designates a portion of any operating surplus to its liquidity reserve, which was $1,300

				as of June 30, 20XX. There is an established board-designated fund where the governing board has the objective

				of setting funds aside to be drawn upon in the event of financial distress or an immediate liquidity need resulting

				from events outside of the typical life cycle of converting financial assets to cash or settling financial liabilities.

				In the event of an unanticipated liquidity need, NFP A also could draw upon $10,000 of available lines of credit

				(as further discussed in Note XX) or its quasi-endowment fund.

				The following reflects NFP A's financial assets as of the balance sheet date, including amounts not available within

				one year of the balance sheet date. Amounts not available include amounts set aside for long-term investing in

				the quasi-endowment that could be drawn upon if the governing board approves that action.

				Financial assets, as of June 30, 20XX												$   229,200

				Less:

				Contractual or donor-imposed restrictions making financial

				assets unavailable for general expenditure												(192,413)

				Quasi-endowment fund, primarily for long-term investing												(34,628)

				Amounts set aside for liquidity reserve												(1,300)

				Financial assets available within one year to meet

				cash needs for general expenditures within one year												$   859







Net Assets and Endowment

		Example Note 1: Net Assets with Donor Restrictions

				Net assets with donor restrictions are restricted for the following purposes or periods as of

				June 30, 20XX:

				Subject to expenditure for specific purpose:

				Program A activities:

				Purchase of equipment												$   1,530

				Research												2,128

				Educational seminars and publications												760

				Program B activities:

				Disaster relief												1,120

				Educational seminars and publications												1,079

				Program C activities, general												1,484

				Buildings and equipment												1,075

				Annuity trust agreements for research												1,425

																10,601

				Subject to passage of time:

				For periods after June 30, 20XX												3,140



				Subject to NFP spending policy and appropriation:

				Investment in perpetuity (including amounts above

				original gift amount of $22,377), the income from

				which is expendable to support:

				Program A activities												27,524

				Program B activities												27,403

				Program C activities												13,662

				Any activities of the organization												105,793

																174,382

				Subject to appropriation and expenditure when a specific 

				event occurs:

				Endowment requiring income to be added to original gift

				until fund's value is $2,500												2,210

				Paid-up life insurance policy that will provide proceeds

				upon death of insured for an endowment to support

				general activities												80

																2,290

				Not subject to appropriation or expenditure:

				Land required to be used as a recreation area												3,000



				Total net assets with donor restrictions												$   193,413



		Example Note 2: Net Assets without Donor Restrictions

				NFP A's governing board has designated net assets without donor restrictions for the following

				purposes as of June 30, 20XX:

				Quasi-endowment						$   34,658

				Liquidity reserve						1,300

				Total						$   35,958



		Example Note 3: Net Assets Released from Donor Restriction

				Net assets were released from donor restrictions by incurring expenses satisfying the restricted purposes

				or by occurrence of the passage of time or other events specified by donors as follows for the year

				ended June 30, 20XX:

				Purpose restrictions accomplished:

				Program A expenses								$   15,800

				Program B expenses								4,600

				Program C expenses								1,590

												21,990

				Program A equipment acquired

				and placed in service								1,500



				Time restrictions expired:

				Passage of specified time								850

				Death of annuity beneficiary								400

												1,250

				Release of appropriated endowment 

				returns without purpose restrictions								7,500



				Total restrictions released								$   32,240



		Example Note 4: Endowment

				NFP A's endowment consists of approximately 100 individual funds established for a variety of purposes. Its

				endowment includes both donor-restricted endowment funds and funds designated by the Board of Trustees

				to function as endowments. As required by GAAP, net assets associated with endowment funds, including funds

				designated by the Board of Trustees to function as endowments, are classified and reported based on the 

				existence or absence of donor-imposed restrictions.

				NFP A is subject to the State Prudent Management of Institutional Funds Act (SPMIFA) and, thus, classifies

				amounts in its donor-restricted endowment funds as net assets with donor restrictions until the Board of

				Trustees appropriates such amounts for expenditure and any other purpose restrictions have been met.

				The Board of Trustees of NFP A has interpreted SPMIFA as not requiring the maintenance of purchasing 

				power of the original gift amount contributed to an endowment fund, unless a donor stipulates the contrary.

				As a result of this interpretation, when reviewing its donor-restricted endowment funds, NFP A considers a 

				fund to be underwater when the fair value of the fund is less than the sum of (a) the original value of 

				initial and subsequent gift amounts donated to the fund and (b) any accumulations to the fund that are 

				required to be maintained in perpetuity in accordance with the direction of the applicable donor gift

				instrument. NFP A has interpreted SPMIFA to permit spending from underwater funds in accordance with

				the prudent measures required under the law. Additionally, in accordance with SPMIFA, NFP A considers

				the following factors in making a determination to appropriate or accumulate donor-restricted endowment

				funds:

						(1) The duration and preservation of the fund

						(2) The purposes of the organization and the donor-restricted endowment fund

						(3) General economic conditions

						(4) The possible effect of inflation and deflation

						(5) The expected total return from income and the appreciation of investments

						(6) Other resources of the organization

						(7) The investment policies of NFP A

				Endowment net asset composition by type of fund was as follows as of June 30, 20XX:

												Without		With

												Donor		Donor

												Restrictions		Restrictions		Total

				Board-designated endowment funds								$   7,084		$   - 0		$   7,084

				Donor-restricted endowment funds:

				Original donor-restricted gift amount

				and amounts required to be retained

				by donor								- 0		97,759		97,759

				Portion subject to appropriation

				under SPMIFA								- 0		35,201		35,201

				Term								- 0		4,388		4,388

				Total funds								$   7,084		$   137,348		$   144,432



				Changes in endowment net assets were as follows for the year ended June 30, 20XX:

												Without		With

												Donor		Donor

												Restrictions		Restrictions		Total

				Endowment net assets, beginning of year								$   6,947		$   142,053		$   149,000

				Investment return, net								10		372		382

				Contributions								- 0		2,000		2,000

				Appropriation of endowment assets for

				expenditure								(373)		(7,077)		(7,450)

				Other changes:

				Transfers to create board-designated

				endowment funds								500		- 0		500

				Endowment net assets, end of year								$   7,084		$   137,348		$   144,432



				From time to time, the fair value of assets associated with individual donor-restricted endowment funds

				may fall below the level that the donor of SPMIFA requires NFP A to retain as a fund or perpetual duration.

				Deficiencies of this nature exist in three donor-restricted endowment funds, which together have an 

				original value of $3,500, a current fair value of $3,300, and a deficiency of $200 as of June 30, 20XX. These

				deficiencies resulted from unfavorable market fluctuations that occurred shortly after the investment of 

				new contributions for donor-restricted endowment funds and continued appropriation for certain programs

				that was deemed prudent by the Board of Trustees.

				NFP A has a policy of appropriating for distribution each year 5% of its endowment fund's average fair

				value over the prior 12 quarters through the calendar year-end preceding the fiscal year in which the

				distribution is planned. In establishing this policy, NFP A considered the long-term expected return on

				its endowment. Accordingly, over the long-term, NFP A expects the current spending policy to allow its

				endowment to grow at an average of 3% annually. NFP A has a policy that permits spending from 

				underwater endowment funds depending on the degree to which the fund is underwater, unless

				otherwise precluded by donor intent or relevant laws and regulations. The governing board appropriated

				for expenditure $75 from underwater endowment funds during the year, which represents 3% of the 

				12-quarter moving average, not the 5% it generally draws from its endowment.





Additional Guidance



		Allocations

		Activities that represent direct conduct or direct supervision of program or other supporting activities would require allocation from management and general activities. Additionally, certain costs benefit more than one function and, therefore, shall be allocated. For example, information technology generally can be identified as benefitting various functions, such as accounting and financial reporting, human recourses, fundraising, and program delivery. Information technology costs generally would therefore be allocated among the functions receiving direct benefit.



		Gifts of Long Lived Assets

		Unless donor stipulations limit the use of the assets for a period of time or a particular purpose, donor restrictions on long-lived assets, if any, or cash to acquire long-lived assets are considered to have expired when the assets are placed into service.



		Donor-Restricted Endowment Fund

		When classifying a donor-restricted endowment fund, considerations shall be given to both the donor's explicit stipulations and applicable laws that extend donor restrictions. Investment return generally is considered free of donor restrictions unless its use is limited by a donor-imposed restriction or by law. In the United States, most donor-imposed endowment funds are subject to an enacted version of the Uniform Prudent Management of Institutional Funds Act of 2006 (UPMIFA) that extends a donor's restriction to use of the funds, including investment return, until appropriated for expenditure by the governing board. Thus, if a donor or law imposes a restriction on the investment return, those returns shall be reported within net assets with donor restrictions until appropriated for expenditure. Conversely, for an endowment fund that is created by a governing board from net assets without donor restrictions, assuming no other purpose-type restrictions exist on the use of those funds, that original fund and all investment returns are free of donor restrictions and shall be reported in net assets without donor restrictions.



		Donor-Restricted Endowments Subject to Trust Law

		For donor-restricted endowment funds subject to trust law, it generally is understood that at least the amount of the original gift(s) and any gains or net appreciation of the fund is not considered to be available for expenditure. Generally, interest, dividends, rents, or other forms of ordinary income are available for spending and are classified as net assets without donor restrictions unless a purpose or other donor restriction exists on use of the investment income.



		Classification of Net Assets

		Separate line items may be reported within net assets with donor restrictions or in notes to financial statements to distinguish between various types of donor-imposed restrictions, such as the following:

		a) Assets such as land or works of art, donated with stipulations that they be used for specified purpose, be preserved, and not be sold

		b) Assets donated with stipulations that they be invested to provide a permanent source of income. These result from gifts and bequests that create a donor-restricted endowment that is perpetual in nature

		c) Support of a particular operating activity

		d) Investment for a specified term

		e) Use in a specified future period

		f) Acquisition of long-lived assets







Glossary

		A		Net Assets with Donor Restrictions

						The part of net assets of a not-for-profit entity that is subject to donor-imposed restrictions (donors include other types of contributors, such as grantors).

		B		Net Assets Without Donor Restrictions

						The part of net assets of a not-for-profit entity that is not subjected to donor-imposed restrictions (donors include other types of contributors, such as grantors).

		C		Underwater Endowment Fund

						A donor-restricted endowment fund for which the fair value of the fund at the reporting date is less than either the original gift amount or the amount required to be maintained by the donor or by law that extends donor restrictions.

		D		Board-Designated Net Assets

						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 use.

		E		Donor-Imposed Restriction

						A donor stipulation that specifies a use for a contributed asset that is more specific than board limits resulting from the following: 
   1) The nature of the not-for-profit entity
   2) The environment in which it operates
   3) The purpose specified in its articles of incorporation or bylaws or comparable documents for an unincorporated association. 
Some donors impose restrictions that are temporary in nature, for example, stipulating that resources be used after a specified date, for particular programs or services, or to acquire buildings or equipment. Other donors impose restrictions that are perpetual, for example, stipulating that resources be invested in perpetuity. Laws may extend those limits to investment returns from and other enhancements (diminishments) of those resources, thus extending donor-imposed restrictions (donors include other types of contributors, such as grantors).

		F		Donor-Restricted Endowment Fund

						An endowment fund that is created by a donor stipulation requiring investment of the gift in perpetuity or for a specified term. Some donors or laws may require that a portion of income, gains, or both be added to the gift and invested subject to similar restrictions. The term does not include a Board-Designated Endowment Fund. See Endowment Fund. (Donors include other types of contributors, such as grantors.)

		G		Donor-Restricted Support

						Donor-restricted revenues or gains from contributions that increase net assets with donor restrictions (donors include other types of contributors, such as grantors).

		H		Endowment Fund

						As established fund of cash, securities, or other assets to provide income for the maintenance of a not-for-profit entity. The use of the assets of the fund may be with or without donor-imposed restrictions. Endowment funds generally are established by donor-restricted gifts and bequests to provide a source of income in perpetuity or for a specified period. See donor-restricted endowment fund.

						Alternatively, a not-for-profit's governing board may earmark a portion of its net assets without donor restrictions as a Board-Designated Endowment Fund. See funds functioning as endowment.

		I		Funds Functioning as Endowment

						Net assets without donor restrictions to be invested to provide income for generally a long but not necessarily specified period. A board-designated endowment, which results from an internal designation, is not donor-restricted and is classified as net assets without donor restrictions. The governing board has the right to decide at any time to expend the principal of such funds. (Sometimes referred to as quasi-endowment funds.)

		J		Management and General Activities

						Supporting activities that are not identifiable with one or more program, fundraising, or membership-development activities.

		K		Natural Expense Classification

						A method of grouping expenses according to kinds of economic benefits received in incurring those expenses. Examples of natural expense classifications include salaries and wages, employee benefits, professional services, supplies, rent, utilities, depreciation, property taxes, and excise taxes.

		L		Net Assets

						The excess or deficiency of assets over liabilities of a not-for-profit entity, which is divided into two mutually exclusive classes according to the existence or absence of donor-imposed restrictions. See net assets with donor restrictions and net assets without donor restrictions.

		M		Reclassifications of Net Assets

						Simultaneous increase of one class of net assets and decrease of another. Reclassifications of net assets usually result from a donor-imposed restriction being satisfied or otherwise lapsing.

		N		Functional Expense Classification

						A method of grouping expenses according to the purpose for which costs are incurred. The primary functional classifications of a not-for-profit entity are program services and supporting activities.
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May 23, 2019 WVA Finance Committee Meeting
Proposed Form of Votes

Items under Agenda Section 3:
VOTED: To engage CliftonLarsonAllen for the 2018/19 Audit.

[To engage CliftonLarsonAllen for the 2018/19 Audit with the changes
suggested at the meeting.]
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