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Not-for-profit (NFP) organizations

Characteristics of non-profit organizations

" Provide goods or Services to society without
expectation of profit

= Resources provided by contributors without
expectation of gain or repayment

= Contributions often have restrictions
attached that govern the manner. In which
they can be spent




Fund accounting

Financial activities are organized according to
restrictions within separate funds. Funds
usually include:

Unrestricted funds: can be used for any.
pUrpese consistent with erganization goeals

Restricted funds: restricted to purchase of
puildings/eguipment (capital); research funds

Endewment: Funds that can enly be invested
— [ncome Is avallable for specified USeS




Basics: The Balance Sheet

= Presents the resources and claims against
those resources

= Assets — Liabilities = Net assets
ASSEeLs = economic resoeurces of the entity

Liabilities = economic obligations of the
entity that will (Usually) reguire use of assets

Net assets = unrestricted “wealth” of the
entity.



Restricted fund reporting:

Balance sheet

General Capital Total

Fund Fund
Cash $80 $20 $100
Investments 50 50
Cap. Assets . $300 300
Total 130 320 $450
Net assets $130 320 450




Deferral method reporting:
Balance sheet

Cash $100
Investments 50
Capital Assets 300
Total $450
Net assets
Invested in capital assets $320
Unrestricted 130
$450




Basics: The Balance Sheet

= Presents the resources and claims against
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® Assets — Liabilities = Net assets

=net resources available for any
purpose that is consistent with the
goals and objectives of the
organization
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Basics: The Balance Sheet

= Presents the resources and claims against
those resources

® Assets — Liabilities = Net assets

/

Net assets-unrestricted

Net assets invested in capital assets



Basics: Statement of Operations

= Shows the change In net assets over the
period

B Revenues — Expenses = Excess



Basics: Statement of Operations

= Shows the change In net assets over the
period

B Revenues — Expenses = Excess

Requires special accounting

.




Deferral Method: The basics

" Unrestricted contributions are recorded as
revenues

= Restricted contributions are initially
recorded as liabilities and become
revenue when the reguired restrictions are
met and the assocliated expense hits the
statement of operations

= For current expenditures, when these
expenditures are made

= For capital expenditures, when these assets
are ameortized



Restricted contributions fer capital
assets

Event

Asset side

Liability side

\When contribution
IS received

Cash

Deferred capital contributions
(unspent)

When asset Is

Cash Is swapped

Deferred capital contributions

purchased for asset (unspent) transferred to
unamortized deferred capital
contributions

As asset IS Asset IS reduced, [ Unamortized deferred capital

amortized EXPENSE IS contributions Is reduced, and

recognized

FEVERUE IS recognized




Restricted contributions fer capital
assets

Event

Asset side

Liability side

\When contribution
IS received

Cash

Deferred capital contributions

When asset Is
purchased

Cash Is swapped
for capital asset

Deferred capital contributions
transferred te unameortized
deferred capital contributions

As asset is
amortized

Capital asset Is
reduced, expense
IS recognized

Unamortized deferred capital
contributions Is reduced, and
[EVENUE IS recognized

S~

——

Assets = liabilities all the time:
No “net assets invested in
Capital assets” are created




“Net assets invested in capital
assets” under the deferral method

Assets — Liabilities = Net assets
Net assets-unrestricted
Net assets invested |n capital assets

Purchased with unrestricted funds\

Purchased with restricted funds
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“Net assets invested in capital
assets” under the deferral method

Assets — Liabilities = Net assets

e

Net assets-unrestricted
Net assets invested/'n capital assets

Purchased with unrestricted funds

S e
—

-goes up (down) when assets are purchased (sold)

-goes down when assets are amortized



“Net assets invested in capital
assets” under the deferral method

Assets — Liabilities = Net assets
Net assets-unrestricted

Net assets invested in capital assets

/

=net book value of assets purchased
with unrestricted funds



S0, statement of changes In net
assets shows...

Net

ASSELS + Unrestricted | = | Total net
Invested net assets assets
In capital

assets




S0, statement of changes In net

assets shows...

Net
assets + Unrestricted | =
iInvested net assets
In capital
assets
: ; |

Cost of capital assets purchased
with unrestricted funds

A 4

Total net
assets

Amortization related to capital assets purchased with
unrestricted funds (should reduce “net assets invested

in capital assets, not unrestricted net assets)




Example

Upper Rubber Boot (URB) University begins
operations on January 1. It receives $600 in
government grants, $100 of which is
unrestricted, $200 Is for capital project A and
$300 Is for capital project B. Project A IS
completed at a cost of $240 (the extra $40
comes from URB'’s unrestricted funds) and
put Inte eperation Immediately. URB pays
salaries ofi $50 during the year.



URB Statement of Revenue and
Expense

REVENUE

(Unrestricted) Government grant $100

Amortization of deferred capital contributions

($200/10) 20
120

EXPENSES

Salaries 50
Depreciation ($240/10) 24

Excess of revenue over expense




Statement of changes In Net
ASSELS

Investment in| Unrestricted| Total
capital assets

Balance, Jan. 1

Excess of
revenue over
expense

Transfer to
capital assets

Depreciation
Balance, Dec. 31




Balance sheet

ASSETS

Cash ($600 — 240 — 50)
Capital Assets

At cost
Less: Depreciation

Total




Balance sheet (continued)

LIABILITIES
Deferred capital contributions (project B) $300

Unamortized deferred capital contributions* 180
NET ASSETS

Invested In capital assets
Unrestricted

TOTAL
* Project A: $200 — (200/10)




General approach: Cash is King

Estimate of unrestricted cash and financial
Investments

Cash + financial investments
Minus Deferred capital contributions
Minus Deferred contributions, research/other

Minus Net assets restricted for endowment
PUIPOSES




URB Unrestricted Cash

We know from the narrative that Unrestricted Cash

= Unrestricted grant ($100) — Salaries ($50) —
Transfers to capital ($40)

=$10

Cash $310
- Deferred capital contributions -300
- Other deferred
contributions/endowment 0)

= Unrestricted Cash




U Ottawa, 2016

Consolidated Firandial Statements of

UNIVERSITY OF OTTAWA

Year ended Aprl 30, 2015

Janet and Cameren Moriill, 2012



U Ottawa., UNIVERSITY OF OTTAWA

Consolldsied Statement of Financlal Position
Al 30, 2046, with comparattve Infomathon fior 2015

2016 —

Asseis
. cuﬁ%ﬁm{m IIM!GII!'EI’E [mote 3} 1_3|-1.E1EI
Unrestricted cash A e o ¥ M;,;
and investments Long e Ivesimenks poke 5 -

Empioyee future beneftts (note &) 14,458

= $148,605 om0 T
+639.873 Labiffes and NetAsses

= 24 1 ’ 944 cmﬁ‘m‘uﬂimm;;;am and acorued llabiltties {rote 5} § §o0as
Defered revenue (notes) 233,448

-deferred =
revenues related o e e fesars
334,954

to research or e 3735
- ety restnciza. cmr (e 12) 21265
capital (look at g e 1] e
Endowments (note 13) 254,780

Imwestad In capital assets (nots 14) 1,151,801

notes 9 and 10....

Commitments and contingent Iasilites (note 13)

Janet and Cameren Moriill; 2020



Unrestricted cash
and investments
= $148,605
+639,873
-241,944
-211,770

-34,149

. Dafemad ravenus:

Defemed revenue Epresents unexpended amounts which are subject 10 extemaly Imposed

resgicions. Changes in the defamed revenue balance are 35 foliows:

2018

Balance, beginning of yaar 233,448
Contributions recehved during e year 552495
Recognized as revenue (503,579)
Transfar to defamed contributions

reiated to capital assets {4,019)

Balance, end of year + 27E.043

The balance conslsis of the Tollowineg:

Janet and Cameren Moriill; 2020

2015
244 555
S28,154)

(§,175)




10. Defemred confribudons related to caplial a=sets:

Diefemed contrioutions related tn capital assets represant Me unamonized amount of resticied
donations and grants used for e purchase of capital assets. The changes In the defemed
contrinutions balance for the period are as Tollows:

2016 i)
Baancz, beginning of year  MEipEr 5 335,031

Tramsler fom defemed revernue 4,019 6,175
Contributions reeelved during Se year H.8512 15452
Comriburtions In-kind recsived he year 7503 4,072

26,73 25,735

FZE'{@ lzed 35 revenue:
Reseanh grants (12.778) (12,379)
Capital grants {E,303) (E, 156
Donations {2,545) (2,533
[23,525) [23.078)

Balance, end of year + 3o4.000 F 3M.eE2

This note talks about deferred contributions related to
capital assets. This Is the value of assets that have
been purchased with restricted funds and are being
amortized. Itis not related to cash and Investments on
nand new, se has noe effect on our calculation of
unrestricted cash and investments.

Janet and Cameren Moriill; 2020



Unrestricted cash
and investments

= Cash $148,605
+Investments 639,873
- Net assets endowed (241,944)
-deferred revenues: sponsored

research and trust (211,770)
-deferred revenues: capital (34,149)

$300,615

Janet and Cameren Meoriill, 2020
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