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Scope of Organisations Considered

• It was agreed that the entire NPO sector – including for 

example, trade unions, private associations, was too broad

• Hence, agreed to focus on NPOs which:

• are constituted on a not-for-profit basis; and

• are self-governing; and

• are established for public benefit

• In many jurisdictions this corresponds to the understanding 

of “charities” or organisations established “for public 

benefit” 



6

Aims of research and theoretical framing

Aims

• To investigate current financial reporting practice 
internationally and perceptions about the purpose of 
NPO financial reporting;

• To explore perceptions about the development of 
international financial reporting standards for the sector

• To highlight specific issues that are perceived to be 
important for NPO accountability

Context and theory

The research was framed through the lens of accountability 
within the context of appreciating the challenges of 
globalisation.

Method

• Literature review (Stage 1)

• Online international survey (Stage 2)
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Key Insights from the Literature

Approach to literature review:
• Wide range of academic and practitioner literature (c.140+ 

sources)

• Considered the current NPO financial reporting requirements 
in a broad range of countries (12 documented in detail)

• Identified fundamental issues which arise which are specific to 
NPO reporting.

• In particular, it identified where IFRS and/or IPSAS are being 
used or considered for NPO financial reporting.

Major findings from the literature
• Many differences between the three sectors: for-profit, public, 

NPOs

• Differences help to define the sector, but they also highlight 
key issues for NPO accounting.

• Huge volume of existing work on the specific issues of NPO 
financial reporting, with studies from a wide range of 
jurisdictions. 

• GAAP in many countries present specific problems for NPOs

• Complex interaction with legal structures: NPOs can be 
incorporated/unincorporated, formed under different laws
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NPO specific challenges compared to 

other sectors

• Value/ideology – achievement of social goals and 
public interest values

• Purpose –often a charitable purpose for a public 
benefit

• Sources of income – voluntary: funder, donor, 
volunteers

• Nature of transactions – non-exchange

• Accounting challenges – for example: valuation of 
donated assets; fund accounting; non-exchange 
transactions … no international conceptual framework
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Existing NPO financial reporting 

frameworks – initial assessment

• Diversity of requirements often linked to NPO’s legal 
form

• For example, many jurisdictions place requirements on NPOs 
structured as companies which may not apply to other NPOs

• Requirements range from very specific NPO standards 
to no standards at all – for example:

• UK Charities SORP (Accounting and Reporting by Charities: 
Statement of Recommended Practice) – very detailed and 
specific

• Australia – sector neutral approach

• Some countries require application of IFRS

• But extent of application especially by small NPOs is 
questionable

• Several countries have systems of “tiers”– for example

• UK (all three jurisdictions)

• New Zealand
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Online Survey Design

Online survey: 1 month to respond: Nov/Dec 2013

19 questions (most with sub-divisions):
• Profile; attitudinal

• Closed questions (often presenting statements with Likert-
scale responses)

• Open questions (allowing narrative comments)

• Compulsory and optional questions – but English only

Circulation: 
• International contacts and CCAB steering group

• Lists created of Individuals & Gatekeepers

• Snowball sampling

Responses
• 605 usable responses with direct experience of NPO financial 

reporting in 179 countries   

• Much detail in narrative responses: two third completed most 
of the narrative questions: 63,000 words of comments

• Involvement with NPOs of all sizes:

Limitations 
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We asked in the online survey:

About NPO country-specific reporting being used: 

• How are NPO financial reports normally prepared? 

• Which financial reporting frameworks determine these accounts

• What are the strengths and weaknesses of preparing financial 

reports on this basis (open question)

About developing harmonised international standards:

• Would it be useful to develop international standard(s)

• Would individual countries be able/willing to use them?

• What NPO accounting specific issues needed to be addressed

• Who should comply (size) and why (open question)

About general NPO financial reporting

• What is the purpose of NPO financial reporting

• Who is the accountee and why (open question)

• What are the country-specific influences

Perceptions of preparer/auditor qualification (open 

question)
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Financial reporting practices in the not-for-profit 

sector worldwide (by UN classification of countries)

• x
N % N % N % N % N % N % N %

Cash 68 41% 17 22% 38 34% 46 17% 12 14% 7 19% 188 25%

Accruals 82 50% 55 71% 55 50% 211 79% 66 75% 25 68% 494 66%

Other** 15 9% 5 6% 18 16% 11 4% 10 11% 5 14% 64 9%

Total responses 165 100% 77 100% 111 100% 268 100% 88 100% 37 100% 746 100%

Corporate Law 61 16% 23 12% 34 13% 158 20% 29 13% 16 15% 321 17%

NPO Law 43 11% 26 14% 38 14% 154 20% 18 8% 15 14% 294 15%

National  GAAP 78 20% 46 24% 47 18% 152 20% 51 22% 19 18% 393 20%

IFRS 47 12% 13 7% 39 15% 33 4% 21 9% 17 16% 170 9%

IFRS for SME 23 6% 7 4% 9 3% 20 3% 23 10% 3 3% 85 4%

IPSAS 7 2% 2 1% 3 1% 5 1% 5 2% 2 2% 24 1%

Regulator 37 10% 20 11% 35 13% 94 12% 23 10% 10 9% 219 11%

Funder 60 16% 22 12% 31 12% 46 6% 28 12% 8 8% 195 10%

NPO standards 19 5% 24 13% 20 8% 99 13% 15 7% 11 10% 188 10%

Other 6 2% 5 3% 8 3% 10 1% 15 7% 5 5% 49 3%

Total responses 381 100% 188 100% 264 100% 771 100% 228 100% 106 100% 1938 100%

Panel  B: Financia l  Reporting Frameworks  by world region 

Worldwide Total

Panel  A: Types  of Accounting used by world region

Africa Americas Asia Europe Oceania
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Comparisons of financial reportingby 

world region

• Cash accounting most prevalent in Africa (41%) and Asia (34%);

• African NPOs more influenced by funder requirements;

• Use of sector specific standards more evident in Americas and 

Europe (both 13%);

• Use of IFRS more evident in Asia (15%) and  Africa (12%);

• IFRS for SMEs contributes more to determining reporting 

requirements in Oceania (10%); 

• IPSAS are rarely implemented in any region of the world.

• It therefore appears that there is evidence of variations in 

prevalence of types of accounting across the world and the 

financial reporting requirements that determine the types of 

accounting, due to:
• differences in national GAAP and national legislation across countries; 

• differences in extent to which NPOs are influenced by funder requirements; and 

• differences in the extent to which NPOs have implemented international 

standards.
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Purpose of NPO financial reports
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Perception: developing an international 

standard for NPOs
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Perceptions [overall] of developing IFR 

for NPOs
Overall, 72% of respondents were in favour of 
international standards for financial reporting

• But this a purely based on a snowball sample

• Narrative comments show different understanding of 
“accounting standards”

There were notable differences across world regions:
• with respondents involved in European NPOs expressing less 

(64%) support that [It would be useful to have international 
standards for NPO accounting]

• compared to 82% support from respondents involved with 
NPOs operating in African countries.

Interestingly, respondents who are involved in NPOs 
operating in African countries are also:

• most likely to use cash-based receipts payments accounting

• are the most subject to reporting demands from funders

• are less satisfied that NPO specific accounting issues are 
dealt with adequately in existing national financial reporting 
requirements

• are more supportive of the idea that any developed standard 
should be applicable to all NPOs regardless of size.
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Perceptions of the purpose of NPO 

financial reports

Percentage of respondents strongly agreeing that the 
purpose of NPO financial reports is to:

• demonstrate stewardship (61%), and 

• accountability (57%), and 

• to a lesser extent (49%), be useful for decision making.  

In terms of characteristics, these percentages of 
respondents strongly agreed that NPO financial reports 
should: 

• be transparent (62%); 

• reliable (60%);

• be available to anyone (53%); 

• understandable (47%); 

• offer intra- and cross-country comparability (38% and 22%, 
respectively).
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Perceptions of NPO accountability through financial 

reporting

Many focused on accountability to funders:

•Primarily to those who give them money! – whether that be organisations or 

the public – i.e. individuals. (Accountant, UK)

•Funders, including both public and private donors – to make sure that funds 

are being utilised as expected.  Board members and other key decision 

makers within the organization – to facilitate their oversight and decision 

making. (Accountant, Norway)

Others highlighted accountability to government or regulators:

•Government: since the efforts of any NPO should address the gap a 

government cannot deliver to its community and implementing a programme 

– otherwise will be creating a need which is not a priority for a community. 

(NPO staff member, Rwanda and Ethiopia)

Some stressed accountability to beneficiaries:

•Beneficiaries: We use their plea as the call for funds. Funders: They entrust 

funds that need to be accounted for. (NPO staff member, South Africa)

•We are accountable …. most of all to the beneficiaries. (NPO staff member 

working worldwide).
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Conclusion – Would international NPO 

standards contribute to accountability?

• Support for developing standards appears to be to 
facilitate accountability through providing transparent and 
reliable information for stewardship purposes.

• Options?

• Do nothing

• Press for national improvements in FR frameworks

• Seek to develop international guidelines/best practice

• Develop international standards for the NPO sector.
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Possible development approach

• …..In line with developments in the for-profit and public 
sector, one proposal for developing a ‘shared 
understanding’ for NPO accounts and accountability, would 
be to develop internationally converged accounting 
standards

• A new standard setter for the sector?

• Adapt IFRS or IPSAS to capture NPO specific issues

• Promote an existing national framework (funder, regulator, 
standard-setter derived) as global best practice

• Challenges

• skills and capacity of NPO staff

• ensuring an inclusive standard setting process
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The international dimension

Many Not for Profits have an international dimension – in 

this presentation we refer to these as International NGOs 

(INGOs)

These may include those that:

• Operate internationally

• Fund organisations that are in a different country

• Part of an international federation

• Have joint ventures, strategic alliances and other 

collaborative working arrangements with 

organisations in another country

These  structures are not mutually exclusive



Operating and reporting models

• At the extremes INGOs are operational or grant 

making but there are many variants in between

• Typically operational INGOs operate through a 

presence on the ground. This may be through 

independent national offices or branches 

• This leads to financial reporting considerations about 

group accounts, controlled entities and governance

• Most regimes recognise the principal of “control” 

where one reporting entity which is controlled by 

another is included within group accounts.

• But definitions of control vary.



Branch or subsidiary

 The overseas entities of operational NGOs may be 
set up as subsidiaries or branches – this 
differentiation does not apply in all geographies

 In UK if an entity is incorporated it can’t  be a 
branch

 But local laws and regulations differ and it if often 
difficult to decide on what to do 

 Many adopt a modified substance over form 
approach
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When the “local entity” is controlled by the parent  the 
overseas operation is part of the recording and 
reporting structure of the parent and consolidated 
accounts are usually prepared

In this case remittances and finances sent 
internationally are merely a transfer between different 
bank accounts belonging to  the one entity until they are 
actually expended overseas

Group Accounts



Key issues

Overarching diversity issues and operating models

• Form and Content – narrative report, primary statements 

and notes 

• Income recognition – when, what ,by whom

• Expenditure recognition – grants, executory contracts, 

constructive obligations

• Fund Accounting – restrictions, conditions

• Disclosures – public accountability, success measures
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Plan International 

– a child rights and humanitarian organisation
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Worldwide audited combined accounts
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Purpose of Worldwide combined accounts

• Measuring Performance 

• Demonstrating extent and size of the organisation

• Stewardship

• Transparency internally and externally

• Publication by National Organisations alongside local statutory 

results 

• Drives compliance with group reporting 

• Audited to demonstrate reliability of financials
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Challenges

• Converting non-standard accounting policies / disclosures to IFRS

• Mapping different reporting classifications

• IFRS is not geared to Not-for-Profits

• Income recognition of non-exchange transactions

• Getting agreement on expanding disclosures where not mandatory

• Differing local audit interpretations

• Disagreements on what is “right” / “best practice”
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Managing the challenges

• Reporting classifications for National Organisations led by them

• Familiarity aided by monthly results and quarterly reforecasting

• Year end reporting pack for supplementary information 

• Judgemental accounting issues reported to the Intl FAC 

• Probable IFRS adjustment areas identified up front

• Compare disclosures across reporting regimes
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Most difficult areas

• Income recognition for non-exchange transactions 

• When ?

• By Which entity ?

• Categorisation of programme and overheads

• Remuneration disclosures

• Narrative reporting

• Sub-consolidations

• Related parties
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Why would an international standard help?

• Sector / transaction specific 

• Diminishes local interpretation

• More accessible form decreases risk of error / oversight

• Enables fairer comparisons

• Relevant disclosures and narrative
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In what type  of activities are the NPOs in your 
jurisdiction involved?

0 5 10 15 20 25

Other

Law, advocacy and politics

International

Development and Housing

Philanthropic intermediaries and voluntarism

promotion

Health

Culture and Recreation

Social Services

Business and Professional Associations

Trade Associations and Unions

Education and Research

Environment

Religion
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For which types of NPOS (including legal 
structures) are you a standard setter for?

0 1 2 3 4 5 6 7 8 9

None

Voluntary accounting standards

Mandatory accounting standards - some

Mandatory accounting  standards - all
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For those NPOS that you are not a standard 
setter for what other financial reporting 
frameworks are you aware of in your 
jurisdiction?

0 1 2 3 4 5 6 7

Public Sector Not for profit organisations

Public Accountable Entities and Non-Publicly

Accountable Entities

Special purpose financial reports suitable for tax

purposes

Non-binding recommendations

Legislative requirements

IFRS

Donor Funded Associations

None

Central and local government requirements
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What is the basis for the NPO financial 
reporting framework(s) that you are 
responsible for?

0 2 4 6 8 10 12 14 16

Accrual - IPSAS - based

Other: please specify:

Accrual - IFRS-based

Cash based receipts

Accrual - national GAAP -based
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From your perspective, who do you think are 
the users of not for profit financial reports?

0 1 2 3 4 5 6 7 8 9 10

NGOs

Journalists

Suppliers

Volunteers

Creditors

Service recipients

Banks

Employees of the NPO

Resources providers (tax payers, insurers)

Grantors

Governing boards of NPOs

General public

Regulators

Members

Founders

Donors

Government and government agencies
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When was the NPO financial reporting 
framework you are responsible last revised? 
(years)

0 1 2 3 4 5 6

2-3

4-5

More than 10

No framework

1

5-10
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Some key issues

 Types of standards

 Accounting frameworks

 Wide range of users
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Disclosures Submitted

0 2 4 6 8 10 12 14

Mission, objectives,
strategy, achivements and

performance

Governance arrangements

Reserves

No

Yes
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• Japan reports on “Funds to acquire assets” and 

“reserve funds for specified assets”

• Mexico, Norway and Russia cover reserves in their 

guidance and regulations

• New Zealand was clear that there were no specific 

requirements relating to reserves in any of the 

standards

• There was no indication that reserves are reported 

on in the other 15 countries responding

Reserves Policy
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• Japan reports on a) the number of members b) the 

number of directors c) whether the entity is audited 

and d) a summary of the general meeting

• New Zealand has no requirement for disclosure at 

Tier 1 & 2. At Tier 3 & 4 a description of the  

operating structure, including governance 

arrangements, is required.

• There was no indication that governance is reported 

upon in the other 18 countries responding.

Governance Arrangements
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• Pakistan requires all NPOs registered to provide a 

Director’s report including a performance analysis

• Japan reports on a) objectives b) a summary of 

operations c) the public nature of operations

• Mexico points out that many, if not most, NPOs do this 

voluntarily

• Norway covers this in existing guidance while Australia

is in the process of drafting an exposure draft

• New Zealand also expects to issue an exposure draft 

requiring disclosure at Tier 1 & 2. At Tier 3 & 4 there is 

an Entity Information Section and a Statement of Service 

Performance.

• There was no indication that performance reporting is 

reported upon in the other 13 countries responding.

Performance Reporting
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• Why are these areas given relatively low 

consideration?

• Are they perhaps determined by other competitive 

factors such as the need to fundraise?

• Would there be a benefit in having standardised 

elements of narrative reporting?

Key Issues
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Key Financial Statements and Reports



56Audit |  Tax  |  Advisory © 2015 Crowe Clark Whitehill LLP

Key Measurement and recognition issues  
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Some key issues 

 Terminology

 One size fits all approach with private sector 

 Lack of standardised narrative reporting 

 Non exchange transactions

 Income recognition 

 Gifts in kind 

 Returns and claw back

 Forex

 Narrative reporting  and raising the bar
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UK Charities Accounting Framework

 Statement of Recommended Practice (SORP)

 SORP Making Bodies
 Charities Commission England and Wales

 Office of the Scottish Charity Regulator

 Informed by the Charities SORP Committee
 Made up of practitioners, auditors and experts

 Under the auspices of the Financial Reporting 
Council

 Based on Generally Accepted Accounting 
Practice 
 FRS102 (Based upon IFRS)
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UK Charities Accounting Framework

SORP Committee

Joint SORP Making 
Body

Committee on Accounting 
for Public Benefit Entities

FRC Accounting 
Council
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Two new SORPs for financial years 
commencing January 2015 onwards

 New FRS 102 SORP (new UK GAAP)

 New FRSSE SORP (old UK GAAP) for smaller 
charities but expected to be withdrawn in 2016

 Modular approach adopted

 Dedicated website: www.charitysorp.org

 Hard copies published by CIPFA

http://www.charitysorp.org/
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Options for some smaller charities

 Charities SORP is mandatory unless other 
standard/guidance applicable

 Charities SORP differentiates between larger 
and smaller charities with more required of 
larger charities

 Simpler receipts and payments accounts are an 
option for smaller unincorporated charities & 
smaller Charitable Incorporated Organisations 
(a particular legal type), but not for charitable 
companies



Development of the NFP Reporting 

Framework in New Zealand

Our Approach and implications for

International guidance
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Approach in New Zealand
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 Driven by legislative changes

 27,000 registered charities 

 Accounting Standards Framework 

based on multi-sector, multi-tiers 

 For-profit entities and public benefit 

entities 



Approach in New Zealand

Not-For-Profit Reporting Framework

Tier Entities Standards

1 • “Public Accountability”

• Expenses >$30m

PBE Standards

2 Expenses ≤$30m PBE Standards RDR

3 Expenses ≤$2m Simple Format 

Standard (accrual)

4 Where Law Allows

(Payments <$125k)

Simple Format 

Standard (cash)

64



Approach in New Zealand
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 PBE Standards

– IPSAS used as a base

– Enhanced for Not-for-profits

 Simple Format Standards

– Optional templates and guidance

 NFP guidance developed



International Guidance
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 Meet user needs

 One size does not fit all

 Focus on telling the story

 IPSAS a good starting point

 Non-financial reporting important



Financial Statements of Not-for-Profit 
Entities

The views expressed in this presentation are those of the presenters. Official positions of the FASB are 

reached only after extensive due process and deliberations. 

Larry Smith, Board Member Email: lwsmith@fasb.org

Jeff Mechanick, Assistant Director     Email: jdmechanick@fasb.org

International NFP Reporting Seminar

5 October 2015



 Large and Diverse

- 1.9M entities, >$6T of assets, >$2.5T revenue (including religious orgs.)

- Many industries/ subsectors

- Many nongovernmental universities and hospitals

- Most NFPs small; most assets and revenues in large NFPs

 Demand for GAAP Financial Reporting

- No national Companies Act

- IRS Form 990: contains some financial info, often GAAP-derived

- Some other regulatory filings, mostly at the state level

- Loans, bonds, grant-based financing

- Governing boards 

NFP Sector in the United States
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 Scope: nongovernmental NFPs

- Public universities, governmental hospitals apply either GASB standards 

(state and local) or FASAB standards (Federal)

 General, but not total, consistency with business enterprises

- Similar standards for recognition, measurement, and disclosures

- Some unique NFP transactions require additional guidance 

- Presentation standard (established with FAS 117) has many 

similarities but also some key differences, most notably:

• Balance sheet: equity (net assets) section reflects donor restrictions

• Statement of activities: all changes in equity (net assets), not just 

comprehensive income; generally no net income equivalent (healthcare has a 

“performance indicator”)

FASB Standards for NFPs

3



Line Item Current Proposed

Balance Sheet

Unrestricted Net Assets

Temporarily Restricted Net Assets

Permanently Restricted Net Assets

Totals for Assets, Liabilities, and Net Assets

Revenue, Expenses, and Other Changes

Operating Excess/Deficit Before Transfers

Operating Excess/Deficit After Transfers

Investment Return, Net

Health Care Performance Indicator

Change in Unrestricted Net Assets

Change in Temporarily Restricted Net Assets

Change in Permanently Restricted Net Assets

Total Change in Net Assets

Proposed Changes in Key GAAP Metrics

7

0
70
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Other Significant Proposed Changes

 Direct method of presenting operating cash flows 

(indirect would be optional), with certain realignments

 Expenses: nature-by-function (choice of location), with 

related disclosure

 Reporting of “underwater” endowments (those below 

gifted amount), with enhanced disclosure

 New required disclosures:

- Board designations

- Information useful for assessing liquidity
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 More Supportive

- Net asset changes/ disclosures

- Underwater endowments

- Expenses by nature and function

- Investment return

 Mixed Feedback

- Direct Method cash flows

 Less Supportive (at least of some key aspects)

- Operating measures 

- Cash flow realignments

- Disclosure of liquidity info

Overall Feedback by Area
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 Support for FASB’s overall objective to update current model

 Desire by many to maintain as much consistency as possible between 

NFPs and business entity reporting requirements.

- Comparability within industries (NFPs and similar business entities) may be 

more important than comparability between dissimilar NFPs, especially for 

more “business-like” NFPs.

- Most users come from business entity background.

 Desire for a proposal that allows sufficient flexibility to reflect differences 

among NFPs.

- Industry differences

- Size differences

 Concern regarding the potential cost to implement some of the 

proposals, especially for small NFPs.

Some Common Themes in Feedback

73
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 The Institute of Chartered Accountants of Sierra 
Leone (ICASL) is responsible for regulating the 
accountancy profession in Sierra Leone.

 That includes the setting up of accounting, audit and 
corporate governance standards.

 ICASL has delegated that role to an independent 
organisation called the Sierra Leone Accountability 
Foundation (SLAF)

 Council for Standards of Accounting, Auditing, 
Corporate and Institutional Governance (CSAAG) is 
the arm of SLAF that sets or adopts standards.



 Sierra Leone is a donor driven economy.

 The Not for Profit sector is very vibrant and does 
support the government in its development 
strides

 After the end of the brutal 11 year war, the 
country saw a massive move of INGOs in peace 
building and sustainable development

 The country is viewed by most people as the one 
with the most Not for Profit entities



 A study commissioned by the World Bank and 
the International Monetary Fund in 2006 
assessed the accounting practices in Sierra 
Leone with reference to the International 
Financial Reporting Standards requirements.

 The World Bank consequently made available 
an institutional development facility grant to 
ICASL to be used to support a critical reform 
of the accounting and auditing sectors in 
Sierra Leone 



 CSAAG issued a Composite Financial Reporting 
Standard (CS1) for public benefit entities in Sierra 
Leone

 CS1 is based on the UK Statement of 
Recommended Practice 2005 (SORP 2005 ) and it 
reflects the requirements of current Sierra 
Leonean legislation.

 Training on the standard was carried out by a 
consultancy firm based in the UK consisting of 
Sierra Leonean Accountants who are experienced 
with SORP and its implementation in the UK.



 Its implementation is mandatory from January 
2013 for all Not for Profit entities operating in 
Sierra Leone  

 Create an awareness of this standard and secure 
the eventual ‘buy in’ of the government through 
the NGO Desk in the Ministry of Finance 

 Also extend the awareness through the Sierra 
Leone Association of Non Governmental 
organisations and the Forum for International 
Non Governmental organisations.

 The challenge now is enforcement of compliance.
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International NFP guidance –
potential options

● Basis

— IFRS

— IPSAS

— National GAAP-based

— ‘Bespoke’

● Type of guidance

— New standard(s)

— Application note

● Potential approach

— IASB project?

— Interim guidance – existing or new group?

Copyright © CIPFA 2015


