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ASU 2016-14 Presentation of Financial 
Statements of Not-for-Profit Entities (NPOs)
Requirements for Reporting Expenses

• All NFPs, including Voluntary Health and Welfare Entities, must  
present an analysis of expenses by function and nature in one  
location. Either

– Present a separate statement of functional expenses, or

– Present a table in the notes, or

– Incorporate into the statement of activities

• Include a description of the method(s) used to allocate costs  
among program and support functions

• The ASU includes improved and expanded guidance about
management & general expenses
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Option to Present on Statement of Activities
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Description of Allocation Methods
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Table Illustration and Allocation Description
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Decisions
How many programs to display?

Usually between one and ten programs are 
identified which are typically part of the 
organization’s tax-exempt mission

For example, affordable housing 
development, property management, 
affordable lending, single-family home 
sales, Homebuyer counseling, etc.



Decisions
Who performs direct conduct or direct supervision?

Direct conduct personnel work directly with 
beneficiaries of programs or perform the direct 
program work

Direct supervisors oversee the work of direct 
conduct personnel as their immediate supervisor

For example, project managers, property managers, 
lending officers, Homebuyer counselors, and their 
direct supervisors



Decisions
How to allocate costs between program, M&G and 
fundraising

For example, salaries and related costs based on time 
spent; rent and utilities based on square footage; 
many direct costs don’t need allocation

Not all costs funded by grants are program expenses 
since many grants also fund indirect and G&A costs



Case Studies - Allocations



Case Studies - Allocations
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Joint Costs - Allocations

Costs that include a fundraising appeal are more difficult to 
allocate

Does the joint cost (newsletter, special event, brochures, 
informational letters, etc.) include any request for support?

If so, either allocate the entire cost to fundraising, or 
determine if the joint cost meets the purpose criterion, the 
audience criterion and the content criterion in order to allocate 
some portion of the cost to program or M&G.
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Joint Costs - Allocations

Purpose criterion:
Compensation or fees test – cannot be based on a % of 

contributions generated, and either
Separate and similar activities test – the activity is similar 

to ones that have been conducted without a fundraising appeal, or
Other evidence test – the activity accomplishes a 

program or M&G function

Audience criterion: If the audience was selected because it 
includes prior donors, the entire cost becomes fundraising

Content criterion: Must include a “call to action” since education 
about an issue is considered fundraising
55 Not-for-Profit Section



Group Exercise

Step One:

Identify the different programs that your organization will identify 
as separate columns on your statement of functional expenses

Step Two:

Determine how each major line item of expenses would best be 
allocated to each program, M&G or fundraising functions.



Sample Disclosure 
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