
Thank you for 
joining us!
The presentation will begin shortly. 
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Learning Objective

To provide attendees with an overview of  

endowments.

Instructional Delivery Methods

Group Internet-based

Recommended CPE

1 CPE Credit

Recommended Fields of  Study

Specialized Knowledge

Prerequisites

None required

Advance Preparation

None

Program Level

Basic

Course Registration Requirements

None

Refund Policy

No fee is required to participate in this session.

Cancellation Policy

In the event that the presentation is cancelled or 

rescheduled, participants will be contacted 

immediately with details.

Complaint Resolution Policy

GRF CPAs & Advisors is committed to our participants’ 100% satisfaction and will make every 

reasonable effort to resolve complaints as quickly as possible.

Please contact kdavis@grfcpa.com with any concerns.

Disclaimer

This webinar is not intended as, and should not be taken as, financial, tax, accounting, legal, consulting or 

any other type of  advice. Readers and users of  this webinar information are advised not to act upon this 

information without seeking the service of  a professional accountant.

mailto:kdavis@grfcpa.com


GRF CPAs & Advisors

Personal 
Service With
Powerful 
Solutions
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Audit & Advisory Firm Headquartered in Washington, DC Metro Region, 

servicing clients across the United States and worldwide



GRF Solutions

Traditional 
Audit & Tax

Outsourced 
Accounting & 

Advisory 
Services

Enterprise Risk 
Management Internal Audit

Accounting 
Technology 

Solutions
Cybersecurity



1. What is an endowment?

2. Types of  endowments

3. UPMIFA

4. Common Endowment Issues Noted in Audits

5. Accounting for Endowments 

6. Underwater Endowments

7. Reporting/Disclosures

8. Endowments in Form 990
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Polling Question #1

A. Yes

B. No

Does your organization have an endowment?



Introduction

Overview and Recap

9



What is an endowment?

• A fund of  cash, securities or other assets to provide income for the maintenance of  a nonprofit 

organization

• Typically established by a donor or governing Board

• Governed by guiding documents 

• Types of  Endowments 

• Perpetual

• Term (uncommon)

• Quasi-endowment (i.e. Board designated)
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Endowments with or without restrictions

• A donor restricted endowment fund – established when 

a donor stipulates that a gift must be invested in 

perpetuity or for a specified term. Donors or laws may 

require that a portion of  the income and/or gains be 

added to the gift and invested, subject to restrictions.
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Endowments with or without restrictions

• A board-designated (quasi) endowment fund is 

established when the nonprofit’s governance designates 

a portion of  its net assets without donor restrictions for 

investment for long period of  time
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UPMIFA

• The Uniform Prudent Management of  Institutional Funds Act – A uniform act that provides guidance on 

investment decisions and endowment expenditures 

• Goals include: 

• Invest at a rate that preserves the purchasing power of  the principal over the long-term

• Spend at a rate that reflects the donor’s intentions over the long-term

• Does not apply to quasi-endowments
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Importance of accounting for endowments

• Reputational risk 

• Potential that the NFP cannot comply with the restrictions

• Donor enforcement

• Donor actions/default 

• Conflicts of  interest 

• Lack of  clarity in agreement

14



Common issues noted in accounting for endowments

• Improperly classifying endowment earnings as without donor restrictions (for those without specific 

restrictions)

• Improperly tracking/calculating investment earnings

• Endowment agreements/award documentation not retained or missing

• Governance (i.e. BOD) sets up a donor restricted endowment (typically not allowed but there is an 

exception to this rule under FASB Codification 958-205-45-13A)

• NFP protecting the “corpus” only 

• Not following its spending and/or investment policy 
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Accounting for 
Endowments
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Recording of endowment activity

Donor-restricted endowment

• Record original gift amount as with donor restrictions 

• Record investment earnings as with donor restrictions 

• Appropriation of  expenditure (transfers from restricted 

to without restrictions)
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Recording of endowment activity

Board-designated endowment

• Record amount as without donor restrictions 

• Record investment earnings as without donor 

restrictions 

• Appropriation of  expenditure
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Example journal entries – donor restricted
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DEBIT CREDIT

To record initial contributions

Cash $1,000,000

Contribution/grant revenue 
with donor restrictions

$1,000,000

To record transfer from cash to 
investments

Investments $1,000,000

Cash $1,000,000

To record investment return

Investments $100,000

Investment return (with donor 
restrictions)

$100,000



Example - Statement of activities
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Total support and revenue 111,000 1,090,000 1,201,000 

Net investment return 1,000 100,000 101,000 

Without Donor 

Restrictions

With Donor 

Restrictions Total

SUPPORT AND REVENUE

Net assets released from donor 

restrictions 10,000 (10,000) - 

Contributions and grants 100,000 1,000,000 1,100,000 



Example - Statement of financial position
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Underwater endowments

• A donor restricted endowment fund with a fair vale at the reporting date that is LESS than either the 

original gift amount or the amount required to be maintained by the donor or law

• Accumulated losses should be included with net assets with donor restrictions

• Disclosures required per FASB 958-205-50-2

• The fair value of  the fund

• The original endowment gift amount 

• The amount of  the deficiencies
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Polling Question #2

A. Yes

B. No

Does your organization follow UPMIFA?



Disclosures
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Minimum disclosures required

• A description of  the governing board's interpretation of  the law or laws that underlie the 

NFP's net asset classification of  donor-restricted endowment funds

• A description of  the NFP's policy or policies for the appropriation of  endowment assets 

for expenditure (its endowment spending policy or policies)

• A description of  the NFP's endowment investment policies, including all of  the following: 

Return objectives & risk parameters, how it relates to spending policies, & strategies 

employed 
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Minimum disclosures required

• The composition of  the NFP's endowment by net asset class at the end of  the period, in 

total & by type of  endowment fund, showing donor-restricted endowment funds 

separately from board-designated endowment funds 

• Reconciliation of  the beginning & ending balance of  the endowment fund, including: Net 

investment return, contributions, amounts appropriated for expense, other changes
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Example of disclosure
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Example of disclosure
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Example of disclosure (Underwater)
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Polling Question #3

A. Yes

B. No

Was your endowment underwater in 2022?



Checklist of 
required 
schedules
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Checklist of required schedules
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Checklist of required schedules
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Checklist of required schedules
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Checklist of required schedules
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Final Thoughts 
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Offices in DC and NYC

Serving clients across the globe

301-951-9090 | www.grfcpa.com

Questions?
Contact Us

Alejandra Jensen
Partner

Fred Longwood
Senior Manager

Alison Conklin
Senior Manager



Disclaimer

This webinar is not intended as, and should not be taken as, financial, tax, accounting, legal, consulting or any other type 
of advice. While we use reasonable efforts to furnish accurate and up-to-date information, we do not warrant that any 

information contained in or made available in this webinar is accurate, complete, reliable, current or error-free. We 
assume no liability or responsibility for any errors or omissions in the content of this webinar.

The use of the information provided in this webinar does not establish any contractual or other form of client 
engagement between GRF CPAs & Advisors and the reader or user. Any U.S. federal tax advice contained in this webinar 

is not intended to be used for the purpose of avoiding penalties under U.S. federal tax law. Readers and users of this 
webinar information are advised not to act upon this information without seeking the service of a professional 

accountant.
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