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 Best Practices for Foundation financial 
reporting & internal controls

 Accurate budgeting
 Using financials to tell your Foundation

financial story
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Best Practices for Foundation Financial 
Reporting & Internal Controls
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Does My Foundation Need an Audit?

 Considerations for having audited/reviewed financial statements
- Transparency
- State requirement

• Gross receipts thresholds
- Confidence in the numbers
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How an Audit Can Work for You

 Year-round thought leadership
 Be collaborative!
 Control & process improvement opportunities
 Help move forward certain initiatives



Services may include investment advisory services provided by FORVIS Wealth Advisors, LLC, an SEC-registered investment adviser, and/or accounting, tax, and related solutions provided by FORVIS, LLP.Services may include investment advisory services provided by FORVIS Wealth Advisors, LLC, an SEC-registered investment adviser, and/or accounting, tax, and related solutions provided by FORVIS, LLP.

Process/Control Best Practices

 Entitywide
- What is your organization’s whistleblower policy? Do you have an 

independent hotline?
- How are you supporting ethical values & integrity?
- How are journal entries documented, supported, reviewed?
- How often is cash reconciled? Monthly? How soon after year-end? 

Are reconciliations promptly reviewed & documented as such?
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Process/Control Best Practices

 Cash inflows – contributions
- When was your contribution acceptance policy last reviewed? 

What is your policy regarding
• Non-cash contributions, i.e., property; investment securities; 

cryptocurrency
• Are you properly considering any donor-imposed restrictions?
• Do you have proper segregation of duties (gift receipting vs. 

recording)
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Process/Control Best Practices

 Cash outflows & payroll
- How are cash outflows approved?

• Who reviews/approves purchase orders?
• Who are the authorized signors? Is there ever a point where 

dual signatures are needed, &, if so, what is the threshold?
• What is the board’s involvement (if any?)

- Is there proper segregation of duties in the payroll department 
(adding employees, changes to employee master file, review & 
approval of payroll submission)?
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Process/Control Best Practices

 Investing
- How often is investment policy reviewed & approved? Are you 

actively monitoring for compliance?
- For Foundations with endowments, are you properly reconciling 

your unitization & allocating investment return appropriately?
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Process/Control Best Practices

 Investing
- How often is investment policy reviewed & approved? Are you 

actively monitoring for compliance?
- For Foundations with endowments, are you properly reconciling 

your unitization & allocating investment return appropriately?
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An Auditor’s Wish List

 You can’t overcommunicate!
- Establish clear deadlines/milestones
- No surprises (this should go both ways). Be proactive

 Consider maintaining key audit schedules during the year, not just 
on an annual basis

 Hold your auditors to their commitments … as well as your business 
office
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Accurate Budgeting
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Budget Preparation

 Timing of approval – prior to year-end
 Consider allowance for budget recast

- Significant, extraordinary items
- Inflation anyone?!

 Cash-basis vs GAAP-basis
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Budget Preparation

 Budget on a monthly basis
- Improve real-time accountability
- Better understanding of cyclical cash flow needs/pressures

 Consider creating a “dynamic” document based on unit/program 
costs/inflows to allow a better forecasting tool
- Operational budget vs. aspirational budget

 Impact of surplus/liquidity reserves
 Rolling forward the budget – culture of “unspent funds”
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Telling Your Foundation’s Financial 
Story



Services may include investment advisory services provided by FORVIS Wealth Advisors, LLC, an SEC-registered investment adviser, and/or accounting, tax, and related solutions provided by FORVIS, LLP.Services may include investment advisory services provided by FORVIS Wealth Advisors, LLC, an SEC-registered investment adviser, and/or accounting, tax, and related solutions provided by FORVIS, LLP.

Overview FASB ASU 2016-14

 Effective FY19
 FASB’s objectives

- Reduce confusion about time & purpose restrictions on face of financials
- Reduce confusion about the name of the net asset classes
- Improve transparency about liquidity especially related to restrictions
- Address NFP sector inconsistencies in expense reporting
- Clear a path for direct cash flow reporting (if desired)

 Flexibility granted to meet requirements
 Encourage NFPs to better tell their financial story
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Overview FASB ASU 2016-14

 Net asset classes – simplified from three to two & renamed
 Indirect cash flow reconciliation no longer required when doing the direct method cash flows
 Enhanced disclosures

- Governing board designations
- Restrictions on net assets & impact on financial resources available
- Qualitative information about liquidity
- Quantitative information about financial resource availability
- Expenses by both natural & functional classification
- Underwater endowment information

 Net investment return rather than gross components
 Placed in service rather than over time for expiration of capital restrictions
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Management’s Discussion & Analysis

 Typically seen most often with (& required for) governmental 
entities

 Will generally be unaudited
 Can allow an opportunity to “tell your story”
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Statements of Financial Position
 $ presented in thousands helps 

reader focus on key numbers

 Footnote cross-references help the 
reader locate the appropriate 
footnote!
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Reporting of Expenses
 ASU 2016-14 requires expense reporting by nature & function
 Functions include program & support, & support includes 

management & general, & development
 Total expenses by nature & function

- Must be presented in a single location
- Several options for presentation, i.e., in SOA; as its own 

statement; in footnotes
 Only expenses should be functionalized, not losses
 Can have this separated between operating & nonoperating
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Reporting of Expenses
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Liquidity & Availability of Resources
 Financial assets
 Available for general expenditure
 Within one year of the balance sheet date
 No definition of general expenditure
 No required format
 Qualitative information required to supplement quantitative if 

necessary
 Liquidity describes how organization ensures it has liquidity to meet 

daily needs
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Liquidity & Availability of Resources
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Liquidity – Summary 

 Liquidity
- Short discussions – qualitative information sometimes addresses

• Balanced budget 
• Available lines of credit
• Relationships with more than one financial institution
• Some organizations indicate that FFE/board-designated 

endowments can be made available
• Is there a cash or liquid investment target
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Statement of Activities

 NFPs have a ton of flexibility in how their income statement 
(statement of activities) is presented

 Presentation of an operating indicator is not required, but may be 
helpful

 Consider any potential debt covenant requirements or regulatory 
items

 What is most beneficial to the user of the financials? What tells your 
story?
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Expendable Net Assets
 Calculated as net assets, less

- Permanently restricted net assets 
(or any trusts)

- Net investment in PP&E
 Liquidity measure at balance sheet 

date (don’t forget liquidity footnote)

92,424,341        - net assets
(34,858,324)       - permanently restricted net assets

(68,412,471)       - PP&E
28,498,562        - related debt

400,268              - capital leases
(39,513,641)       - net investment in PP&E

18,052,376        - Expendable Net Assets
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Expendable Net Assets to Operations
 Calculated as expendable net 

assets (calculated on previous 
slide), divided by total expenses 
(less depreciation)

 Tells you how many months of 
operations you could fund from 
liquidity at measurement date, if 
revenue were to cease

 Common benchmark is 0.40x

92,424,341        - net assets
(34,858,324)       - permanently restricted net assets

(68,412,471)       - PP&E
28,498,562        - related debt

400,268              - capital leases
(39,513,641)       - net investment in PP&E

18,052,376        - Expendable Net Assets

38,514,715        - Total Expenses
(3,614,406)         - Depreciation expense
34,900,309        - Denominator

0.52                    - expendable net assets to operations
6.21                    - expendable NA to ops - in months
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Questions?
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CONTINUING PROFESSIONAL EDUCATION (CPE) CREDIT

FORVIS, LLP is registered with the National Association of State 
Boards of Accountancy (NASBA) as a sponsor of continuing 
professional education on the National Registry of CPE Sponsors. State 
boards of accountancy have final authority on the acceptance of 
individual courses for CPE credit. Complaints regarding registered 
sponsors may be submitted to the National Registry of CPE Sponsors 
through its website: www.nasbaregistry.org

https://www.nasbaregistry.org/


Services may include investment advisory services provided by FORVIS Wealth Advisors, LLC, an SEC-registered investment adviser, and/or accounting, tax, and related solutions provided by FORVIS, LLP.

CPE CREDIT

 CPE credit may be awarded upon verification of participant 
attendance

 For questions, concerns, or comments regarding CPE credit, please 
email FORVIS at cpecompliance@forvis.com 
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Thank You!
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