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Under the Financial Accounting Standards Board’s new financial reporting standards for nonprofits released 

on August 18, 2016, nonprofit organizations are required to provide enhanced disclosures about the liquidity 

and availability of its resources in the audited financial statements. The disclosures must be both qualitative 

and quantitative in nature.  Qualitative information communicates how a nonprofit manages its liquid resources 

available to meet cash needs for general expenditures within one year forward of the balance sheet date. 

Quantitative information, reported either on the face of the balance sheet or in the notes, communicates the 

availability of a nonprofit’s financial assets as of the balance sheet date to meet cash needs for general 

expenditures within one year of the balance sheet date. The key words to understand are – Liquidity, 

Availability, Qualitative, Quantitative and General Expenditures. 

  

Liquidity is measured as to how quickly a financial asset can be converted to cash.  Availability of a financial 

asset may be affected by: its nature; external limits imposed by donors, grantors, laws and contracts with 

others, and; internal limits imposed by governing board decisions. The objective of the new disclosures is to 

provide more useful information about an entity’s resources and any changes in those resources that will be 

helpful to donors, grantors, creditors and others in understanding a nonprofit’s financial viability.  

 

For example let’s consider a nonprofit organization with the following assets as of its balance sheet date: 

  

Cash $1,500,000 

 

Accounts receivable, net 1,000,000 

 

Investments 1,000,000 

 

Prepaid expenses 200,000 

 

Property and equipment, net 3,000,000 

 

Total Assets 6,700,000 
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In this example, it is safe to assume cash, receivables and investments can be converted to cash within one 

year of the balance sheet date and are considered liquid assets under the new disclosure requirements. The 

next step is to look at the details of each of these assets and identify any type of restrictions on the use. 

Restrictions could be either internal or external. For example, if investments include donor restricted 

endowment funds for a particular purpose, such funds are not considered ‘available” for general expenditures 

of the organization. Another example is board-designated funds for a special purpose such as, for constructing 

a building or other capital improvements. Such board-designated funds could be liquid, however they may not 

be “available” for general expenditures within one year. This also highlights the importance of board decisions 

and its impact on financial reporting. How does an organization make sure it has enough liquidity? The answer 

could be maintaining a line of credit or bank account balances to cover a certain number of weeks’ expenses. 

  

There is a greater level of flexibility as to how organizations report the liquidity and availability information. It 

could be presented in a tabular format or a management discussion and analysis type format. It’s important for 

organizations to start thinking about this now, and to evaluate their financial position by looking at the balance 

sheet on a “classified” basis and considering the “availability” factor.  

  

Often times, social service agencies carry mortgage liabilities on their balance sheet for residential programs. 

Payments for such mortgage liabilities may be funded by the governmental funding sources and included in 

the rate or budget for the particular residential program. In those situations, nonprofits should consider 

including in the disclosure requirements that such obligations will be paid down through future reimbursements 

from the funding source and not from existing assets as of the balance sheet date. 

  

Lastly, the disclosure information will be audited by the external auditors so be sure to have verifiable audit 

evidence to support the information disclosed. 

  

Nonprofit organizations should develop sample disclosures internally and assess the impact of the new 

disclosures on its banking relationships, funders, donors and other stakeholders. The effective date of the new 

disclosure is calendar year 2018 or fiscal year 2019, as applicable.  

 

 

Published in New York Nonprofit Media, January 20, 2017 
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About Sibi Thomas 

Sibi Thomas, CPA, CFE, CGMA is a partner at the Nonprofit and Government Group at Marks Paneth LLP. He 

focuses on audit, tax and advisory services to some of the largest and complex nonprofit organizations in New 

York. He is also an adjunct faculty at New York University. He can be reached at sthomas@markspaneth.com. 

 

About Marks Paneth 

  

Marks Paneth LLP is an accounting firm with more than 600 people, including over 80 partners and principals. 

The firm provides public and private businesses with a full range of auditing, accounting, tax, consulting, trade 

remediation and valuation services as well as litigation and financial advisory services to domestic and 

international clients. The firm also specializes in providing tax advisory and consulting for high-net-worth 

individuals and their families, as well as a wide range of services for international, real estate, hospitality, 

media, entertainment, nonprofit and government services clients.  The firm has a strong track record 

supporting emerging growth companies, entrepreneurs, business owners and investors as they navigate the 

business life cycle. 

 

The firm's subsidiary, Tailored Technologies, LLC, provides information technology consulting services. In 

addition, the firm’s membership in Morison International, a leading international association for independent 

business advisers, financial consulting and accounting firms, facilitates service delivery to clients throughout 

the United States and around the world. Marks Paneth, whose origins date back to 1907, is the 35th largest 

accounting firm in the nation and the 9th largest in the mid-Atlantic region. In addition, readers of the New 

York Law Journal rank Marks Paneth as one of the area's top three forensic accounting firms for the fifth year 

in a row. 

  

Its headquarters are in New York City. Additional offices are in Pennsylvania, Washington, DC, New Jersey, 

Long Island and Westchester. For more information, please visit markspaneth.com. 
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