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Liquidity and Reserves 
Is Our Nonprofit Positioned for Success?
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Agenda
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Liquidity Disclosure Requirements

Liquidity and Reserves – Key Questions
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ASU 2016-14
Presentation of Financial 
Statements of Not-for-Profit 
Entities – Liquidity Disclosure 
Requirements
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Liquidity and Availability
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Disclosure Analysis – Paragraph 1
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• Defines the objective of the organizations available 
funds (could insert liquidity or reserves policy)

• Discloses the diversity of their funds including other 
instruments available for liquidity (i.e. lines of credit)



©
20

18
 C

lif
to

nL
ar

so
nA

lle
n 

LL
P

Disclosure Analysis – Paragraph 2
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• Discloses the definition of “general expenditures” and 
explicitly defines the measurement (12 months)
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Disclosure Analysis – Paragraph 3
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• Discloses the organization’s operating budget goals
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Disclosure Analysis – Paragraph 4
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• Discloses all financial assets that could be used within one 
year of the financial statement (i.e. excludes financial 
assets such as long-term pledges, illiquid alternative 
investments, etc..)
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Disclosure Analysis – Paragraph 5
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• Discloses the reconciliation of the financial assets available, 
how much does the organization actually intend on using in 
the next 12 months (i.e. spending policy, donor restricted 
funds budgeted for use, etc.)
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Summary of Key Disclosure Elements

Quantitative
• Liquidity/reserves policy (including diversity of cash sources)
• Definition of general expenditures
• Operating budget goals

Qualitative
• Understanding what your financial assets are
• Determining approach to informing the reader which 

financial assets are available for use one year after the 
balance sheet date
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Liquidity and Reserves – Key 
Questions
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Nonprofit Finance Fund Survey
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Nonprofit Finance Fund Survey
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What Is a Reserve?
• Excess cash?

• Restricted cash?

• An endowment fund?

• Unrestricted net assets?
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Reserves Are:
• Liquid/available and unrestricted net assets:

– Liquid/available: can be converted into cash quickly with minimal 
impact to price received (i.e. liquidation of investments at 
unfavorable terms)

– Unrestricted: not restricted for use by donors or organization
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Discussion
1. Do you believe the new disclosures will create more transparency 

as to an organizations liquidity/reserve position?

2. Do you find it difficult to have the open/transparent conversation 
with stakeholders about liquidity/reserves?
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Reserves Are Needed
• Reserves directly relate to 

carrying out the mission of 
organization in near-term and  
long-term.

• How do we communicate 
need for reserves to board 
and external stakeholders?
– Tell the story
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Reserves: Communicating the Need
Board:
• Be transparent about how reserves are calculated 

and their future use.

• Clearly delineate between uses for reserves.

• Make link between strategic planning and reserves 
very evident.
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Reserves: Communicating the Need
External Stakeholders:
• Be transparent about how reserves are calculated and 

their future use.

• Advertise need and purpose of reserves through:
– Discussions with stakeholders
– Website
– Financial documents

• Benchmarking against peers.
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Example – External Reserves 
Communication
• Example: Water For People

– Added a management discussion and analysis (MD&A) 
explaining purpose of their reserves
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Discussion

Do you see opportunities to use the new 
liquidity disclosure requirements to enhance 
communication with financial statement 
readers?  
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• Understand the critical 
quantitative and qualitative 
disclosure requirements for 
liquidity

• Use the new requirements as 
an opportunity to engage key 
stakeholders on the need for 
reserves

• Consider how the new 
disclosure requirements can 
be used to “tell your story” on 
reserves

22

Conclusion
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youtube.com/
CliftonLarsonAllen

Questions?

Tim Warren
Principal
tim.warren@CLAconnect.com
617-984-8143

Melissa Murphy
Senior
melissa.murphy@CLAconnect.com
617-984-4443

http://www.twitter.com/CLA_CPAs
http://www.facebook.com/CliftonLarsonAllen
http://www.linkedin.com/company/cliftonlarsonallen
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