Second and Concluding Part

Accounting Principles and Procedures
of Philanthropic Institutions

By Louis ENGLANDER, C.P.A.

Functional Classification of
of C i

The social service objectives of an
institution are translated into a program
of activitics or projects beneficial to the
public. Each year the budget contains
a list of such projects. All costs in con-
nection with these projects, for which
funds have been requested, should be
included in the category, Social Service
Program. Both direct and allocated
costs should be included. By examina-
tion of the individual expenditures, the
project which should be charged for a
direct cost should be determinable. The
indirect costs, such as rents, materials,
cte. should be determined by the pur-
pose for which the expenditures are
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made. The types of services vary with
the objectives of the individual institu-
tions. A few illustrative types taken at
random, are: research, professional ed-
ucation, grants to other agencies; vaca-
tions for children; vocational trainin
individual casec work; rehabilitation.
Allocable costs include apportionable
salaries, social securily taxes, [ringe
benefits, travel and other expenses at-
tributable to the individuals who work
partly on some phase of social service,
rent, utilitics, etc.

Fund-Raising Costs

Fund-raising costs should include all
expenscs whose primary purpose is the
solicitation of contributions. They should
include publicity and promotion ex:
penses incurred in connection with start:
ing a campaign, all campaign cosls, and
all the necessary clerical and office ex-
penses necessary to implement the cam-
paign. Both direct and allocated ex-
penses should be included. If severa
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Accounting Principles and Procedures of Philanthropic Institutions

offairs and functions) are used, the
expenses of each should be recorded
separately. In connection with the spe-
cial affairs and functions, only the ex-
penses should be included. The direct
costs should be deducted from the gross
income.

A majority of the institutions do not
consider that public education materials
and services which are used in connec-
tion with a fund-raising effort, should
be included in Fund-raising Costs. They
allocate such costs to Public Informa-
tion and Education. In a number of ac-
counting manuals of various institutions,
specific reference is made to this method
of allocation. Two such manuals give
the following definitions of Fund-raising
Costs.

1. “Fund raising includes the ex-
penses of the annual campaign and
other fund-raising activities and the
costs of publicity and promotion for the
campaign. Materials and  activities
which are primarily ional in con-

penses. These groupings will include all
apportionments of expense account to-
tals properly allocable to each sub-cate-
gory.

1. Publicity—including the cost of
media used in preparation for and con-
ducting the campaign; television and
radio time; newspaper, magazine and
periodical space.

2. Dinners and meetings — for the
purpose of fund raising.

3. Campaign materials — including
costs of writing, producing or purchas-
ing of campaign publications, products,
exhibits or films; printing of pledge
cards, receipt forms and other forms
necessary for statistical data and record-
keeping.

4. Mailings — including addressing,
stufling and postage.

5. Salaries and fees—including sala-
ries of the fund-raising staff, and ap-

tent and ecffect should be allocated to
public education.”

2, “Fund raising includes the ex-

porti of time of others assigned
to work on fund raising; fees to fund-
raising organizati or 1 o
social security taxes, fringe benefits and
incidental exp 'of £ L

penses of the annual paign, fees to
fund-raising organizations and consul-
tants, and all the costs of publicity and
promotion for the campaign. While all

g per-
sonnel.

. 6. Other costs—including clerical and
bookkeepi time for receiving and

the activities of the society in r h,

education and service may influence
the willingness of the public to contri-
bute to the support of the socicty, only
those expenses directly incurred in fund
raising should be allocated to this cate-
gory. For example, publicity which is
primarily educational in intent and in
effect should be allocated to public ed-
ucation,”

While not attempting to give a com-
plete listing of all types of fund-raising
costs, the following groupings indicate
the major subdivisions of costs and ex-
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acknowledging contributions, follow-up
of pledges, keeping statistical records
and preparing statistical reports; main-
tenance of contributors’ mailing lists;
rént and utilities.

Public Information and
Education Costs

Thesecosts.should _include_all_ex-
penses for keeping the public informed
of the services being offered; how and
where these services can be obtained.
In health organizations, it should in-
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clude the cost of mass education of the
gencral public with respect to a par-
ticular discase. In many institutions
Public Education is onc of the projects
of the social service program, and as
such, normally would be included in the
Social Service category. However, non-
technical information, whose appeal is
directed to the general lay public, usu-
ally is included in the category of Pub-
lic' Information and Education.

The major costs and expenses of
Public Information and Education are:

1. Publicati riting, 1
and distributing educational materials,
including television and radio scripts
and announcements, pamphlets, arlicles,

books.

9. Instruction—planning and present-
ing programs, lectures, classes, courses
to the gencral public; training of per-
sonnel to participate in instruction.

3. ln/ormatiou—pmpumlion, printing
and distribution of materials concerning
the nature and objectives of the insti-
Lution; how and where the general pub-
lic may avail itself of the services of-
fered. Cost of a central information
bureau open to the general public.

- 4, Materials—cost of all materials and
ppli pplicable to any i ion
or education project.

5. Salaries of participating employees
_cither entire or apportioned, social
security taxes, fringe benefits, and in-
cidental expenses of these employecs.

6. Other costs—including a portion
of rent and utilities and other sundry
expenses, whose purpose wholly or par-
ially_is_info jonal and educational.

tutional policies and finances. They
should include the expenses of boards of
dircctors who set policies, prepare and
approve budgets; the expenses of the
executive directors who carry out and
interpret the policies to the slafl, to
other institutions, and to the public.
They should also include the cosls of
financial management and control. Some
examples are:

1. Board of directors—costs of mect-
ings, travel.

2. Overall direction—execulive direc.
tor’s salary, fringe benefits, travel and
sundry expenses.

3. Expense of assistants—including
secretary.

4. Financial—bookkeeping and ac.
counting; legal fees; personnel manage-
ment; purchasing; any other related
cosls.

It must be remembered that part of
these costs may be incurred direetly for
onc of the other categories, and will
be so allocated. The costs rem:
in the category of administration will be
those not directly applicable to any
other function. )

P 10 Affilinted O

This category applies to fund-

gencies, and to the chap di
or branches of national institutions. The
pay made by fund-raising agencics
to the participaling members of the
agency should be included in this cate
gory. These payments represent the net
cash available after all expenscs of the
fund-raising agency have been deducted.

jonal institutions remit
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between the two. Certain types of in-
come may be excluded from lhc divisible

institutions. To it are charged all costs
of servxces pel[ormed for the benefit of

amount. Contril by the
national body for the account of a chap-
ter are credited to the branch; such
amounts are included in the contributed
income of the chapter. Where the chap-
ter remits a percentage, the total con-
wributed income is considered as the
base for the apportionment. On the
books of the chapter, this category
should include all payments (either in
cash or through credits) to the national
institution.

Chiapter Expansion Costs

National institutions, in attempling
to increase the scope of their activities
and to render service to more commun-
ities, either expand existing chapters or
create new chapters. On the books of

and chay

In fund-raising agencies, all costs are
apportioned between those applicable
to the agency itself and those applicable
to its participating members. In na-
tional institutions, special services such
as central purchasing, recordkeeping,
preparation of fund-raising and public
information materials may be per-
formed.

parti

Capital Expenditures

This category is used by institutions
which do not capitalize their expendi-
tures for fixed assets. It should include
all expenditures for furniture, fixtures
and equipment.

Methed

of All s B

the national body, all costs expend
for these purposes should be charged to
this category.

It is recognized that the chapters
furnish opportunities to extend the social
service program to new communities, or
to a larger public in communities al-
ready being serviced. There are corol-
lary advantages in the process. New
sources of contributions are opened. It
is possible that some of the costs of
chapter expansion might be
to fund raising, but no workable formuln
has been suggested for such an appor-
tionment. If the purpose of the expendi-
tures truly is for greater opportunitics
for social service, it would not appear
necessary to make such an allocation.
Some institutions do not take the re-
quired cash from current contributions,
but use earmarked funds to meet this
objective.

Central Services Costs

Because expense accounts indicate
merely the nature of the expense, it is
necessary to analyze them further to in-
dicate their purpose. Each nominal ac-
count may contain expenditures for var-
ious categories of expense. The account
“Salaries” indicates the payment for
services performed by employees, but
not the purposes of the services. It is
necessary and in accord with sound ac-
counting principles to allocate the sal-
aries into categories, showing the pur-
pose of the expense. Although each in-
stitution can determine which method of
allocation best suits each type of ex-
pense, a few general suggestions may be
mude whlch should be applicable to all

For this purpose, exp
may be divided into three groups—(a)
those in which employees’ time spent is
the determiningfactor (such_as_sal-
aries) ; (b) those which may be allo-
cated on a predetermined percentage
basis (such as rent); and (c) those

This category is used primarily by
fund-raising ies and by national

whose p must be d when
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the expenditure is made to determine
its allocation (such as materials and
supplies). In groups (a) and (c), al-
locations should be made concurrently
with the expenditures. Actual time and
expense records of employees should be
maintained. Allocations should not be
made at the end of a period, on an esti-
mated basis. In group (b), the basis
of the determination of the percentage
should be noted. The allocation may be
made periodically.

Fxpense allocations may be made on

1. Time spent by employees, as de-
termined by time sheets.

2. Space used.
3. Aclivity or calegory benefiled.
4. Naturc and content of materials.

5. Immediate purpose of the expendi-
ture,

There are many employees who per-
form more than one function, whose
time must be allocated among the cate-
gories. While the best method of deter-
mining the allocation is through daily
time sheets, many institutions believe
this is too arduous and expensive a
method. They keep these records for a
portion of the year (such as a month or
a quarter), and determine therefrom a
percentage to be used for the year as a
whole. Of course, where an employee
works wholly within one function or
category (fund raising, social service
program) no allocation is required.

Occupancy expenses should be allo-
cated on the basis of space used. The
floor space allotied to and used for each
category should be determined, and a
percentage of the total space should be
calculated. This percentage should be
applied to all oceupancy costs to deter-
mine the final apportionment, There
are some expenditures (such as station-
ery and office supplies) made for the
joint advantage of all the categorics.

336

‘These should be allocated on the basis
of the activity of the category henefited,
Since at the time of purchase it would
be difficult to determine the amounts to
be allocated, a percentage basis may he
used. The percentage should he deter.
mined by an analysis of the actual dis.
tribution over a period of lime (as a
minimum, a two- or threc-month
period). Printed -‘materials, publica.
tions, ctc., are prepared or purchased
for various purposes. The nature or
content of such materials should deter.
mine their allocation. Where none of
the methods clearly indicate the cate-
gories 1o be charged, the immediate
purpose of the expenditure should de-
termine its allocation.

Financial Reports

In the preparation of financial re.
ports, the goal of accounting for philan.
thropic institutions must be borne in
mind—that the reports are the financial
presentation of management’s steward-
ship of unrestricted funds and of ils
fiduciary obligations with respect to re-
stricted funds, Reports should be pre-
pared on the basis of this dual relation-
ship, as if the institution had two in-
dividual entities. There should be two
sets of financial reports, one for unve-
stricted funds, the other for restricted
funds. Each of the two groups may be
subdivided. The unrestricted funds may
be segregated into current operating
funds and earmarked funds reserved
for special current or deferred purposes.
Restricted funds may be segregated in
accordance with restrictions. Each of
the subdivisions may be reported as if
it were a separale entity, The reports
are prepared and issued for the benefit
of management itself, for the contri:
butors, for governmental agencices, and
for other regulatory bodies. They should
be prepared in as simple a manner as is
consistent with the full disclosure of all
material facts, sincc they will be ex:

Ms

y
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amined not only by individuals trained

disbursements, or a statement of income

10 read and interpret the but
by the general public which is not so
trained.

The Balance Sheet

The balance sheet should be presented
ot as a single unit of assets and liabil-
ilics, but as a group of individual state-
ments—one for each fund. In effect,
there should be as many balance shects
as there are funds, each independent of
the others. There are a number of
methods of presentation—(a) an indi-
vidual balance sheet for each fund, pre-
sented in separate exhibits; (b) one
exhibit, showing first the combined bal-
ance sheet of all unrestricted funds, fol-
lowed by the combined balance sheet of
restricted funds, the details of the in-
dividual funds of each group to be pre-
sented in separate supporting schedules;
(c) one exhibit for all funds, showing
the balance sheet- of each individual
fund, one following another; (d) one
exhibit showing the balance sheet of
cach unrestricted fund, one following
another, and a second exhibit showing
the statement of changes in net assets
of restricted funds.

If income is reported on a cash basis,
the amount of pledges receivable should
be disclosed. This may be donec as a
footnote on the balance sheet, disclosing
the gross amount, and the anticipated
collections thereon, or in the balance
sheet itsell, showing the gross amount
less a 100 per cent reserve.

If buildings are set up at a nominal
cost, the purchase price of the buildings
and the fair market value of donated
buildings should be shown. In lieu of
this, or in addition, it may be desirable
to show the estimated current market
value.

The Operating Statement

'The operating  statement. may be
cither a statement of cash receipts and
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and exy In either case both in-
come and expenses should be reported
by funds and by categories.

Income other than contributed income
and endowment income should be re-
lated to the costs necessary to obtain it.
Membership dues should be related to
membership costs and expenses; the
costs and expenses of sales or services
rendered should be segregated and ap-
plied against carned income from sales
and services.

Unlike the balance sheet treatment,
where each subdivision of unrestricted
and earmarked funds may be considered
as a separate unit, income and expenses
should be reported in only two groups
—unrestricted  funds  and  restricted
funds. The income and expenses ap-
plicable to each subdivision of the
groups should be reported, either in
columnar form in the proper exhibit or
as separate schedules of the exhibits.

Reporting expenses by expense classi-
fications, through nominal accounts
only, does not present full disclosure
of the facts. The functions or purpose
of the expenditure should be reported
by means of functional classifications or
categories. Since this type of classifica-
tion requires allocation and apportion-
ment of expenses, the auditor should in-
clude a statement in his report to the
effect that the bases of allocation have
been examined and approved by him.

At least two categories of expendi-
tures should be included in the report—
expenditures for the social service pro-
gram, and expenditures required to im-
plement the program. Each group may
be subdivided as required by the report-
ing institution.

The operating statement for restricted
funds may he omitted if it is replaced
by a statement of changes in the net
assets of these funds.
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Transfers between unrestricted and
restricted funds result in income for one
and expense for the other. Transfers be-
tween any two unrestricted funds do
not. If a restricted fund whose income
is available for general purposes lrans-
fers cash to an operating fund, the
amount transferred is an expense of the
restricted fund and is income for the
operating fund, If the operating fund
transfers cash to an earmarked cendow-
ment fund or to a temporary special
purpose fund, (all of which are unre-
stricted funds) neither the income nor
the expenses of unrestricted funds as a
group is involved.

Hlustrative Financial Reports

In the following statements, only the

generic titles will be used. “Cash” will
represent all the individual items usu.
ally appearing on balance sheets, such
as cash on hand, cash in individual
banks, cash in savings accounts, ete.
The accounts will not be listed by
groups, such as current, fixed, ctc.

The ‘following statements are pre.
sented:

(a) Balance Sheet.

(b) Statement of Changes in Balances
of Unrestricted Funds.

(c) Statement of Changes in Balances
of Restricted Funds.

(d) Statement of Income and Ex-
pensces.

(e) Statement of Expenscs Allocated
into Categories.

Figure 11
BALANCE SHEET—DECEMBER 31, 19—

Assers

Liasitaties AND Funp BALANCES

Unnestiicten Funps

Orenaming Funn:

ash ... $x

Investments . x

Receivables . X
$x

Enpowmext Fusp:

ash .
Investments

Resriicren Funps

Reseancu Funp:
$x

.ox

Cash e
Investments .

Bunmine Funo:

Accounts payable . $x
Accrued expenses X
Operating Fund balance

01€)  aeerierrrressireiiiiis X
Tow

Endowment Fund balance.......... $x
$

Unpaid appropriations ... $x

Rescarch lI-‘:uul balance .... x
$

ission.
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Figure III

STATEMENT OF CHANGES
IN BALANCES

OF UNRESTRICTED FUNDS
Year Ended December 31, 19—
O ¢ Funi Fi
":l"n"l::: oquund——Jnnunry 1, 19— $x igure V

Ad(llllul’l! STATEMENT OF
(Specify } Bage’ S $x INCOME AND EXPENSES
Tncame.for'year” (Fage S0 x N Yeur Ended December 31, 19—

$x

Deductions Oper: Endow-
Specify) coieeinn.. $x Total Fund Fund
Expcmes for year (Page V.00 x - -

x  Income:

I]nlnllckl)ecembcr 31, 19— (Pago " Contributed income ... $x  $x  $x
) $x  Membership dues x X
Note: Continue with similar statement f_r Endowment income x x *
ote: Continue h similar  statement  fo ino
cach unrestricted fund. Earned income ....... x o x
$x  $x &
Interfund transfers .... x  (x)
Figure 1V - - =
Toran INcome ... $x  $x  $x
STATEMENT OFCCHANGES — — —
OF RESTRICTED FUNDS Expenses:
Fund raising ......... $x $x
Year Ended December 31, 19- Public information and
Reseancii Funp: education .ox x
l]ulnnco of Fund—January 1, Administration . x x *
[EETEETREeS eeeenes §x Chapter expansion .... x x
Conmuug of Capital expenditures .. X x
Cash ..... . $x Social service program X x
lnvc«xmenu x —_ = =
— Toral Exvenses .. $x  $x  $x
8x = Iz =
Incom = Excess or INcoME ..... $x  8x  $x
Contributions +..vv.... $x" - T
Gain on sales of seouritis  _x Nore
& 1 1f comed incomo s material, soparate
Expenses schedules should be prepared showing
wards for rescarch . $x gross income, costs and expenses.
Custodiul - fees X 2 Contibuted income should bo clusifcd
- in accordance with form presented on
o & page 281 (April 1958 issuc).

3. Supporting schedules of expenses are

Consisting of
Casl $x shown on page

ash .
Investments
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< d A i Drineinl

C

Pr

for Philanthropic Institutions

This article has attempted to point
out differences in an\mhng ])mwdmus

1. Non-profit Viewpoint. Philanthrop.
ic institutions are organized for social
service, not for profit. Therefore, the
llccounlmg principles and  procedures

ble to the d ination of busi.

of business enterprises and |
institutions, From a review of the sub-
ject and an analysis of the differences,
it is possible to formulale a statement
of accounling principles applicable to
philanthropic institutions. These sug-

ness net income do not necessarily apply.

2. Dual Entity Concept. As in busi.
ness enterprises organized for profi,
cach individual agency is deemed to be
a sey mnle and distinct entity, However,
in ph hropic institutions, each agency

gested principles will be p in
three groups—conventions, standards of
recording, and doctrines of reporting.

may have a dual entity—one which re.
ceives and accounts for the unrestricled

Figure VI
STATEMENT OF EXPENSES ALLOCATED INTO CATEGORIES
Year Ended December 31, 195——

Account

Chap- | Sociat
er Capital vake

Admini-
cation_| stration

ur-uu

1. Salaries

2. T.LCA. and fringe henohts |
3. Rent_and_utilities

4. Building repairs and mainte-
n

5. Travel, auto expense, carfare

6._Telephone_and_telegraph

7. M:“ieﬂngu, conferences,

8. 1 fees

9. Oﬂ'co supplics_and_expenses

10. Rental and service of

11. Insurance

12. Printing and lettershop,
including  distribution
expenses

13._Publications h d

14. Development of materials
for publications

5. Publicity and_promotion

ission.
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Accounting Principles and P,

contributions and sundry other income;
the other, which acts as custodian for
restricted contributions, to be used and
accounted for as the donors have pre-
seribed.

3. Annual Accounting Period. The
life of any enterprise ordinarily is
planned to extend over a period of years.
In order to facilitate recording and re-
porting, the financial data are recapitu-
lated in terms of annual fiscal periods.
In philanthropic institutions, a further
reason exists for this procedure. Their
major source of income is contributions,
received in the main as a result of an-
ual fund-raising efforts. There is no
assurance that there will be a repetition
or continuity of contributions, without
additional fund-raising efforts. The an-
nual accounting period is not only con-
venient, but also logical.

4. Responsibility for Adherence to
Budget. To justify fequests for contri-
butions, the public must be informed
of the aims of an institution, the specific
projects contemplated to fulfill the aims,
and the anticipated costs, For this rea-
son, budgets should be prepared and
presented to the public as part of the
appeal. The budgets constitute an im-
plied promise as to the manner in which
contributions will be utilized. .

5. Special Nature of Accounting Goal.
The goal of accounting should be the
recording and reporting of financial
transactions in a manner which will best
account for the stewardship of unre-
stricted funds and the trusteeship of
restricted funds.

Standords of Recording

1. Recordkeeping on Fund Account-
ing Basis. The books should be set up
and reports made on the basis of funds,
each fund to be treated as if it were a
separate entity. If unrestricted funds are

1958
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of Philanthropi

thereafter carmarked by the directors
for special purposes, each such fund
should be treated as a separate entity.

Accounts should be set up not only
by natural classification, in nominal ac-
counts, but also should be subdivided
by functional classifications, into cate-
gories.

2. of and Expend-
itures. In business enterprises operat-
ing on the accrual basis, revenues must
be related to applicable costs in the
determination of net income. All costs,
whether or not paid for, must be
matched against all revenue, received
or receivable. Costs are ordinarily in-
curred with the primary expectation that
they will produce revenue. In philan-
thropic institutions this principle is ap-
plicable only to earned income, where
corresponding costs and expenses
should be related.

In philanthropic institutions, contri-
buted and other income must first be re-
leased or raised in order to provide the
means of mecting all expenditures,
whether for current operational costs or
for capital expenditures. Hence the
matching process consists of relating the
contributed and other income to all ex-
penditures made in the same fiscal per-
iod, whether or not the expenditures
have been wholly consumed therein.

Income and expenses may be recorded
cither on a cash, accrual, or a modified
accrual basis, as long as there is full
disclosure of material facts. It should
be noted that a majority of institutions
use the modified accrual basis of re-
cording.

AL bt R,

3. Expense Proration Principle. Nor-
mally, expenditures should not be pro-
rated by accounting periods, but should
be recorded as expense in the year they
are incurred. This includes payments

for capital expenditures — buildings,
furniture and fixtures and automotive
341
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quip 1t includ. pendi for
items whose uscful life extends beyond
the current accounting period—insur-
ance premiums, publications distributed
without charge, ctc.

‘There may be two exceptions to this
procedure

a. In the case of expenditures related
to carned income from sales or services,
as noted above, prorations should be
made unless they are immaterial in
amount.

b. In some instances, this procedure

may have the cffect of invalidating com-
parisons of operations between years.
1

simple a manner as possible. In fur.
\| of this requi the re.
ports of unrestricted and resricted
funds should be presented scparately,
Income and expenses of ecach fund
should be segregated into [functional
calegories.

2. Budget and Operating Statement
Comparison. Actual results of opera-
tions should be compared with budgeted
figures. In this way the public is af-
forded the opportunity of judging how
well the implied promises of the budget
had been fulfilled.

3. Bases of Expense Allocations. A
ing the methods of

Although variations of expendil for
a particular item of expense may readily
be explained, il proration is used as a
better method of comparison, it should
be considered acceplable.

The cost of buildings should not be
amortized by periodic  depreciation
charges in the operating statement of
the General Fund. Tt should be set up,
in a special fund, cither at cost or at a
nominal value. I[ the building is sel
up at cost, depreciation may he charged
against the special fund, so that a record
“of the current amortized value of the
historic cost is available. Tt must again
be emphasized that depreciation should
not be charged as an operating expense.

4. Expense Allocation Principle. Ex-
penses should be allocated among func-
tional classifications or categories, to
show their purpose as well as their na-
ture.  Those methods of allocation
should be applied which best fit the
various types of expenditure. The pur-
pose for which the expenditure was
made should scrve as a guide for its
classification.

allocation should be included as part
of the financial report.  Although a de-
tailed report of the bases used need not
be included, those who read the report
should be assured by the auditor that
the methods employed were investigated
and found to be satisfactory.

4. Consistency. Reports should be
prepared from accounting records main-
tained on a basis consistent with that
of prior years. Any material variation
in principles applied should be noted
in the report. :

5. Conservatism. TFixed asscts may
De reported at a nominal value, which is
Iess than the cost. In business enter
prises, this procedure is unaceeptable
because

a. It reduces profits improperly
while
b, It creates a hidden reserve,

thereby understating the net worth,
There is justification for the doc
wrine as applied to philanthropic insti-
tutions. No profits are involved; hence,

v improper reduction thercof.

ission.
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have been reported in the year it was
reccived, thereby fulfilling the obliga-
tion of the institution to account for in-
come received. The building may be
regarded as a necessary tool for the im-
plementation of program over subse-
quent years. While it is true that there
is an intrinsic value not recorded among
the assets, thereby creating a hidden
reserve, that reserve normally cannot
be used for the current purposes of the
institution. If desired for the purpose
of full disclosure, the original cost of
the assets recorded at a nominal value
may be noted in the report.

A Forward Look

The present report docs not pretend
tobea study of the i
principles and proced ployed by
all philanthropic institutions. On the
other hand, it is based upon a thorough
investigation of a sufficiently represen-
tative cross-section of this field. There
s sufficient agreement in the major
areas of recording and reporting to
conclude that a statement of generally
accepted accounting principles for phil-

hropic institutions can be formulated

stitutions. This may best be done under
the sponsorship of some recognized pro-
fessional accounting group working in
conjunction with research agencics in
the various fields of philanthropy.

There is a definite need for the crea-
tion of a uniform terminology in this
field, and a refinement of the concepts

licable to the termi: y estab-
lished. This is of sullicient importance
to warrant further study by a special
committee of the group suggested pre-
viously.

Two factors give rise to the opinion
that the categorics of expenses in usc
at present may be inadequate or imprac-
tical — the changing concept of fund
raising and the mass education program
of many institutions. The title of the
category, Fund Raising, is believed to
be inadequate and misleading to de-
scribe the types of costs presently in-
cluded therein. Mass education is the
purpose and the program of a number
of institutions, which would classify the
costs as part of their social service pro-
gram, not as public information and
education. The problem of reclassifying

7
Certainly there was an intense desire
among the participating individuals and
institutions to cooperate fully. The ne-
cessity for continued study is recog-
nized.

The combined knowledge and experi-
ence of all public and private account-
ants involved in this field should be
utilized in the reexamination and ap-
praisal of the statement of acounting
principles  proposed  herein.  Those
which withstand such a test of general
acceptability should be incorporated into
a of Iy pted ac-
counting principles for philanthropic in-
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and r ing of categories should be
investigated.

The accounting problems of philan-
thropic institutions differ from those of
business enterprises organized for profit.
These institutions form a sufliciently
large segment of enterprise activity to
have warranted this study. It has been
undertaken with a view to assisting in
the establishment of uniform accounting
principles and procedures which will
make financial reporting more useful to
the institutions themselves and to the
general public. It is hoped that this
report on the study has fulfilled these
objectives.
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