




Newark Presbytery Finance Team Investments Report Prepared October 15, 2010

Note on Investment Por!olio as of 09/30/2010

.....................................................................Fidelity total investment value of 10/01/2009 $4,611,319
........... Add: Total dividend/capital gain/appreciation for year 9/1/09 to 8/31/10 $421,126

............................................................... Less: withdrawal for year 10/1/09 to 9/30/10 ($160,000)
 

............................................................. Fidelity total investment value of 08/31/2010 $4,872,445

Actual Percentage of overall return on Fidelity Investments for year ended:
................ 09/30/2010 (10/01/09 to 9/30/10) 9.13 %

Withdrawal rate for year ended:
................................................................... 9/30/10 3.47%

Conclusion: Our earning rate of return on investment is more than our rate of withdrawal.
"e presbytery’s major investment is with Fidelity. We draw funds from Fidelity for our budget needs (as 
per the budget approved by presbytery). "is year to date picture re#ects how presbytery is drawing 
funds from investment por!olio and what rate of return the investment por!olio earned. By comparing 
this, we note that our withdrawal is not exceeding our return on investments YTD.

Date of 
Valuation

Total 
Por!olio $

12/31/05 5,760,326

12/31/06 6,527,640

12/31/07 6,663,955

12/31/08 4,674,222*

12/31/09 5,433,080

09/30/10 5,534,309

10/13/10 5,682,696

Investment Por!olio Summary (Six-Year Historical):

2005

2006

2007

2008*

2009

09-30-10

10-13-10 $5,682,696

$5,534,309

$5,433,080

$4,674,222

$6,663,955

$6,527,640

$5,760,326

*Market correction- (realized and unrealized loss) per auditor’s report for year 2008  $1,886,074

Note: Our investments are approximately at the same level as of December 2005.
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REQUIRED FINANCIAL REPORTING 
 
Requirement #1-B (from Section 1):  The organization must use the same policies, 
procedures, and methods for all accounting, including cost allocation, and for all financial 
reporting; including grant reporting to State funding agencies, annual reporting to the 
Tennessee Secretary of State, Division of Charitable Solicitations (including IRS Form 990), 
and general purpose financial reporting. 
 
 Not-for-profit organizations must prepare the following financial statements according to 
generally accepted accounting principles (GAAP): 

 
1. Statement of Financial Position (traditionally the Balance Sheet) 

2. Statement of Activities (formerly the Statement of Support, Revenue, Expenses, 
and Changes in Fund Balances) 

3. Statement of Cash Flows 

4. Statement of Functional Expenses (required of voluntary health and welfare 
organizations, optional for other not-for-profit organizations) 

 In addition, GAAP financial statements should contain all notes and supplementary 
schedules that a reader might need to understand your statements and that you need to 
demonstrate your organization’s compliance with legal and contractual agreements. While not 
required by GAAP, the State of Tennessee (refer to Section 4-3-304, Tennessee Code Annotated, 
the Tennessee grant contract, the Tennessee audit contract, and the Tennessee Audit Manual) 
requires NPOs that receive funds from state agencies to include a Schedule of Grant Activity. 

See Page 5, secton 8-5 for
highlighted section on
undesignated bequests.
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OMB Circular A-133 also requires the inclusion of “a schedule of expenditures of Federal 
awards” (§____.310(b)). The two may be combined and titled Schedule of Expenditures of 
Federal Awards and State/Other Grants (illustrated in this section). 
 
 Refer to illustrative GAAP financial statements and a description of the required notes in 
this section. 
 
Statement of Financial Position 
 
 Previously called a balance sheet, this statement includes information about an 
organization’s assets, liabilities, and net assets and about their relationships to each other at a 
moment in time. The term net assets is now used in lieu of the term fund balances. 

 
 Assets are reported by homogeneous groups such as cash and cash equivalents; 
receivables; short-term loans; inventories; deposits and prepaid expenses; marketable securities; 
other long-term investments; and land, buildings, equipment. 
 
 Assets are sequenced according to their liquidity (Paragraph 12, FASB Statement No. 
117). “Cash or other assets received with a donor-imposed restriction that limits their use to 
long-term purposes should not be classified with cash or other assets that are unrestricted and 
available for current use.” (Paragraphs 11, FASB Statement No. 117). 
 
 Liabilities are reported by groups such as accounts payable, accrued payroll, other 
accrued expenses, deferred and unearned revenue, funds due to grantors, short-term loans, 
mortgages, and other long-term liabilities. Liabilities are sequenced according to the nearness of 
their maturity and resulting use of cash. 
 
 Net assets are reported by three groups: unrestricted net assets, temporarily restricted net 
assets, and permanently restricted net assets--based on the existence or absence of donor-imposed 
restrictions. 
 
 Net assets are the same as equity as used in the statements of position of for-profit 
organizations. The term net assets is now used in lieu of the term fund balances.  According to 
FASB Statement No. 117, footnote No. 5: 
 

This Statement [FASB Statement No. 117] does not use the terms 
fund balance or changes in fund balances because in current 
practice those terms are commonly used to refer to individual 
groups of assets and related liabilities rather than to an entity’s net 
assets or changes in net assets taken as a whole. Reporting by fund 
groups is not a necessary part of external financial reporting; 
however, this Statement does not preclude providing disaggregated 
information by fund groups. 
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 Increases in unrestricted net assets generally result from unrestricted contributions and 
from other revenues from program service fees and sales, membership dues and assessments, 
interest and dividends, gains (losses) on sales of assets, and other earned income. That is, 
revenues that do not involve donor-imposed restrictions result in increases in unrestricted net 
assets.  Expenses incurred in providing services, producing and delivering goods, raising 
contributions, and performing administrative functions result in decreases in unrestricted net 
assets. 

 
 Separate line items may be reported within unrestricted net assets or in notes to financial 
statements to distinguish between unrestricted net assets that are (a) available for current use, (b) 
invested in fixed assets, (c) invested in long-term investments (e.g., board-designated 
endowment), and (d) otherwise designated by the board.  

 
The only limits on the use of unrestricted net assets are the broad 
limits resulting from the nature of the organization, the environment 
in which it operates, and the purposes specified in its articles of 
incorporation or bylaws and limits resulting from contractual 
agreements with suppliers, creditors, and others entered into by the 
organization in the course of its business. Information about those 
contractual limits that are significant, including the existence of loan 
covenants, generally is provided in notes to financial statements. 
Similarly, information about self-imposed limits that may be useful, 
including information about voluntary resolutions by the governing 
board of an organization to designate a portion of its unrestricted 
net assets to function as an endowment (sometimes called a board-
designated endowment), may be provided in notes to or on the face 
of financial statements. (Paragraph 16, FASB Statement No. 117) 

 
 Increases in temporarily restricted net assets result from receiving contributions with 
temporary donor-imposed restrictions. Other revenues that involve temporary donor-imposed 
restrictions result in increases in temporarily restricted net assets. Expenses that are related to 
temporary donor-imposed restricted purposes result in temporarily restricted net assets being 
released from restriction, increasing unrestricted net assets and decreasing temporarily restricted 
net assets. 

  
[S]eparate line items may be reported within temporarily restricted 
net assets or in notes to financial statements to distinguish between 
temporary restrictions for (a) support of particular operating 
activities, (b) investment for a specified term, (c) use in a specified 
future period, or (d) acquisition of long-lived assets. Donors’ 
temporary restrictions may require that resources be used in a later 
period or after a specified date (time restrictions), or that resources 
be used for a specified purpose (purpose restrictions), or both. For 
example, gifts of cash and other assets with stipulations that they be 
invested to provide a source of income for a specified term and that 
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the income be used for a specified purpose are both time and 
purpose restricted. Those gifts often are called term endowments. 
(Paragraph 15, FASB Statement No. 117) 
 

 Increases in permanently restricted net assets result from receiving contributions with 
permanent donor-imposed restrictions. 
 

Separate line items may be reported within permanently restricted 
net assets or in notes to financial statements to distinguish between 
permanent restrictions for holdings of (a) assets, such as land or 
works of art, donated with stipulations that they be used for a 
specified purpose, be preserved, and not be sold or (b) assets 
donated with stipulations that they be invested to provide a 
permanent source of income. The latter result from gifts and 
bequests that create permanent endowment funds. (Paragraph 14, 
FASB Statement No. 117) 

 
 Statement of Activities 
 
 Previously called Statement of Support, Revenue, Expense, and Changes in Fund 
Balances, the statement of activities includes information about contributions and other revenues, 
expenses, gains, losses, and the amount of change in net assets for the period. This statement must 
also summarize expenses for program(s), management and general, and fundraising. 
 
 FASB Statement No. 117, Financial Statements of Not-for-Profit Organizations, 
paragraphs 18-23, states: 

 
18. . . . The change in net assets should articulate to the net assets 

or equity reported in the statement of financial position. . . . 
 
19.  A statement of activities shall report the amount of change in 

permanently restricted net assets, temporarily restricted net 
assets, and unrestricted net assets for the period. Revenues, 
expenses, gains, and losses increase or decrease net assets and 
shall be classified as provided in paragraphs 20-23. Other 
events, such as expirations of donor-imposed restrictions, that 
simultaneously increase one class of net assets and decrease 
another (reclassifications) shall be reported as separate items. 
Information about revenues, expenses, gains, losses, and 
reclassifications generally is provided by aggregating items 
that possess similar characteristics into reasonably 
homogeneous groups. . . . 

 
20. A statement of activities shall report revenues as increases in 

unrestricted net assets unless the use of the assets received is 
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limited by donor-imposed restrictions. For example, fees from 
rendering services and income from investments generally are 
unrestricted; however, income from donor-restricted 
permanent or term endowments may be donor restricted and 
increase either temporarily restricted net assets or 
permanently restricted net assets. A statement of activities 
shall report expenses as decreases in unrestricted net assets. 

 
21. Pursuant to FASB Statement No. 116, Accounting for 

Contributions Received and Contributions Made, in the 
absence of a donor’s explicit stipulation or circumstances 
surrounding the receipt of the contribution that make clear the 
donor’s implicit restriction on use, contributions are reported 
as unrestricted revenues or gains (unrestricted support), 
which increase unrestricted net assets. Donor restricted 
contributions are reported as restricted revenues or gains 
(restricted support), which increase temporarily restricted 
net assets or permanently restricted net assets depending on 
the type of restriction. However, donor-restricted 
contributions whose restrictions are met in the same reporting 
period may be reported as unrestricted support provided that 
an organization reports consistently from period to period and 
discloses its accounting policy. 

 
22.  A statement of activities shall report gains and losses 

recognized on investments and other assets (or liabilities) as 
increases or decreases in unrestricted net assets unless their 
use is temporarily or permanently restricted by explicit donor 
stipulations or by law. For example, net gains on investment 
assets, to the extent recognized in financial statements, are 
reported as increases in unrestricted net assets unless their use 
is restricted to a specified purpose or future period. If the 
governing board determines that the relevant law requires the 
organization to retain permanently some portion of gains on 
investment assets of endowment funds, that amount shall be 
reported as an increase in permanently restricted net assets. 

 
23.  Classifying revenues, expenses, gains, and losses within 

classes of net assets does not preclude incorporating 
additional classifications within a statement of activities. For 
example, within a class or classes of changes in net assets, an 
organization may classify items as operating and 
nonoperating, expendable and nonexpendable, earned and 
unearned, recurring and nonrecurring, or in other ways. This 
Statement neither encourages nor discourages those further 
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classifications. However, because terms such as operating 
income, operating profit, operating surplus, operating 
deficit, and results of operations are used with different 
meanings, if an intermediate measure of operations (for 
example, excess or deficit of operating revenues over 
expenses) is reported, it shall be in a financial statement that, 
at a minimum, reports the change in unrestricted net assets for 
the period. If an organization’s use of the term operations is 
not apparent from the details provided on the face of the 
statement, a note to financial statements shall describe the 
nature of the reported measure of operations or the items 
excluded from operations. 

 
Statement of Cash Flows 
 
 Previously only required of business enterprises, the statement of cash flows shows the 
cash receipts and cash payments of an organization during a reporting period.  
 
 This statement must show (a) cash flows from operating activities including net cash used 
by operating activities, (b) cash flows from investing activities including net cash used by investing 
activities, (c) cash flows from financing activities including net cash used by financing activities, 
(d) net increase/decrease in cash and cash equivalents, (e) cash and cash equivalents at beginning 
of year, and (f) cash and cash equivalents at end of year. It must also provide a reconciliation of 
changes in net assets to net cash used by operating activities. 
 
 The GAAP reporting requirements for statements of cash flows for business enterprises 
generally apply to such statements for not-for-profit organizations. Not-for-profit organizations 
can use either the direct method or indirect method of reporting cash flow. The indirect method is 
used in an illustration in this section. Refer to FASB Statement No. 95 (as amended by FASB 
Statement Nos. 102 and 104) for further guidance on preparation of a statement of cash flows. 

 
Statement of Functional Expenses 
 
 Refer to Cost Allocation in Section 4 of this manual. 

 
  As in the past, voluntary health and welfare organizations must prepare a statement of 
functional expenses in a matrix presenting both functional expenses (i.e., expenses for each 
program and for management and general and fund raising) and object expenses (e.g., salaries, 
occupancy, travel). Other not-for-profit organizations, although not required to do so, are now 
encouraged by FASB to prepare this statement. 

 
NOTE: In the statement of activities, all not-for-profit organizations must show a 
summary of their functional expenses, i.e., expenses for program(s), management and 
general, and fund raising. In order to be able to do this, they must account for functional 
expenses by object categories (i.e., natural classifications) even though they are not 
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required to present this information in a GAAP statement of functional expenses. Further, 
all not-for-profit organizations are required to report expenses by object in Part II of IRS 
Form 990. IRS section 501(c)(3) and (4) organizations are required to also report their 
object expenses by the functional categories:  program services, management and general, 
and fundraising. 

  
  This section contains an example statement of functional expenses and Section 9 contains 
an example functional matrix as required by Policy 03, that is used for reporting object expenses 
on specific grants received from state agencies. The methods and procedures used for preparing 
expense matrices for grant reporting must be consistent with those used for preparation of GAAP 
statements of functional expenses and statements of activities.  
 

  Refer to Section 3 for an illustrative, functionalized trial balance prepared in a matrix 
format. 
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Voluntary Not-For Profit Organization

Statements of Financial Position
(Balance Sheet)

June 30, 20X2 and 20X1

Example 8a

ASSETS Note No. 20X2 20X1
(A) (B)

1 Cash and cash equivalents 78,722$       109,700$     

3 Accounts receivable general, less
    allowance of $1,103 and $631 (8) 12,686         7,262           

4 Pledges receivable, less allowance
    of $0 and $200 (8) -                   4,800           

5 Grants and contracts receivable Sched. A 57,996         7,047           

6 Inventories for sale 3,852           4,687           
7 Prepaid expenses and deferred charges 7,398           6,489           
8 Investments-marketable securities (5) 40,000         -                   
9 Other assets -                   1,143           

Fixed Assets:

11 Land (6) 34,247         34,247         
12 Buildings

    less depreciation of $43,945 and $35,583 (6) 90,055         98,417         
13 Building improvements

    less depreciation of $22,698 and $19,545 (6) 31,580         34,733         
14 Furniture and equipment

    less depreciation of $43,754 and $35,529 (6) 94,080         102,305       

15 Total Assets 450,616$     410,830$     

LIABILITIES AND NET ASSETS

21 Accounts payable 5,476$         6,024$         
22 Accrued expenses-payroll 12,541         13,795         
23 Accrued expenses-payroll taxes 3,276           3,604           
24 Accrued expenses-other 894              1,142           
25 Unearned revenue Sched. A 17,850         15,870         

27 Mortgages payable (11) 69,834         73,679         

28 Total liabilities 109,871$     114,114$     

Net assets:

29 Unrestricted-available for general activities 134,260$     100,693$     
30 Unrestricted-board designated endowment (3) -                   -                   
31 Unrestricted-board designated for special purposes -                   -                   

32 Unrestricted-invested in fixed assets (6) 180,128       196,023       

33 Total unrestricted 314,388$     296,716$     

34 Temporarily restricted for specific grants & activities (2) 26,357         -                   

35 Permanently restricted-donor restricted endowment (2) -                   -                   

36 Total net assets 340,745$     296,716$     

37 Total liabilities and net assets 450,616$     410,831$     
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12. Report of the Nominating Commi!ee                         Report
 
      

                      

.

ON FOLLOWING PAGES:
Appendix (Documents and Forms referred to in this Packet)
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