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FASB Standard No. 164, titled "Not-for-Profit Entities: Mergers and
Acquisitions," was developed to provide specific guidance on accounting for
mergers and acquisitions (M&A) involving not-for-profit (NFP) organizations.
Implemented to address the unique aspects of NFP entities' transactions, this
standard aimed to improve transparency, consistency, and comparability in
financial reporting. However, as accounting practices and standards evolved,
FASB recognized the need to update and refine its guidance, leading to the
standard's eventual supersession by subsequent accounting standards. This
article explores what standards replaced FASB 164, the reasons behind this
transition, and the implications for not-for-profit organizations.

The Evolution of Not-for-Profit Mergers and
Acquisitions Accounting Standards

The Purpose and Scope of FASB Standard No. 164

Before delving into what superseded FASB 164, it is crucial to understand its
original purpose. The standard provided guidance on:

- How to account for mergers between NFP entities
- The recognition of assets, liabilities, and net assets resulting from
mergers
- The treatment of contributed resources during acquisition
- Disclosure requirements to ensure transparency

FASB 164 aimed to create a consistent framework that would help stakeholders
interpret financial statements of NFP mergers accurately.



Limitations and Challenges of FASB 164

Despite its comprehensive approach, FASB 164 faced several challenges:

- Complexity in application: The detailed guidance sometimes led to
inconsistent application across organizations.
- Limited scope: It mainly addressed mergers and acquisitions but did not
explicitly cover other forms of organizational restructuring.
- Incompatibility with broader accounting standards: As the accounting
landscape evolved, conflicts emerged between FASB 164 and more general
standards, creating confusion.

These limitations prompted the FASB to reconsider the standard's relevance
and adequacy.

Standards That Superseded FASB 164

Introduction of ASC Topic 958, Not-for-Profit
Entities

The primary standard that superseded FASB 164 was the Accounting Standards
Codification (ASC) Topic 958, Not-for-Profit Entities. This codification
consolidated and streamlined existing standards related to NFP organizations,
providing comprehensive guidance on various accounting issues, including
mergers and acquisitions.

- Key features of ASC 958:
- Broader scope covering all aspects of NFP accounting
- Integration with the generally accepted accounting principles (GAAP)
- Emphasis on economic substance over legal form
- Clear recognition and measurement principles for assets, liabilities, and
net assets

While ASC 958 did not solely focus on M&A transactions, it incorporated
guidance aligned with best practices and standardized procedures for such
events.

Transition to ASC 805, Business Combinations

Another significant development was the adoption of ASC 805, Business
Combinations, which is part of the broader FASB Accounting Standards
Codification. Although ASC 805 is primarily designed for for-profit entities,
its principles influence NFP mergers, especially when one organization
acquires another.



- Relevance to NFP Mergers:
- Provides a framework for identifying the acquirer
- Specifies the measurement of identifiable assets acquired and liabilities
assumed
- Establishes standards for recognizing goodwill or gain from a bargain
purchase

Since the FASB aimed for consistency across all entities, including NFPs, ASC
805 became a foundational standard that effectively replaced the narrower
guidance of FASB 164.

Reasons for Superseding FASB 164

Need for a More Unified Framework

The primary reason for replacing FASB 164 was to develop a more unified and
comprehensive accounting framework for NFPs that aligns with GAAP. This
integration facilitates:

- Easier comparability between NFP and for-profit entities
- Simplified training and implementation for organizations
- Improved clarity in financial reporting

Addressing Limitations and Inconsistencies

As organizations and auditors encountered difficulties applying FASB 164, the
FASB recognized the need for more flexible and principle-based standards. The
broader standards like ASC 958 and ASC 805 addressed these issues by:

- Reducing over-prescriptive rules
- Emphasizing economic substance over legal form
- Allowing for more transparent disclosures

Alignment with Evolving Accounting Practices

The dynamic nature of accounting standards and the increasing complexity of
M&A transactions necessitated standards that could adapt easily. The adoption
of ASC 958 and ASC 805 provided the necessary flexibility and depth to
accommodate future developments.



Implications for Not-for-Profit Entities

Changes in Accounting Practices

The transition from FASB 164 to the broader standards has led to several
practical changes:

- Adoption of fair value measurement for assets and liabilities involved in
mergers
- Recognition of goodwill or gain from bargain purchases
- Enhanced disclosure requirements to provide stakeholders with clearer
insights

Impact on Financial Reporting

Organizations now present their merger and acquisition activities within the
context of the overall NFP accounting framework, leading to:

- Greater consistency in financial statements
- Improved comparability across organizations
- Increased transparency for donors, regulators, and other stakeholders

Challenges and Opportunities

While the new standards offer benefits, they also present challenges:

Challenges:
- Learning curve for organizations unfamiliar with ASC 805
- Potential complexities in measuring and recognizing intangible assets
- Need for updated internal controls and policies

Opportunities:
- Better reflecting the economic realities of mergers
- Providing more meaningful financial information
- Facilitating strategic decision-making

Conclusion

FASB Standard No. 164 "Not-for-Profit Entities: Mergers and Acquisitions"
played a crucial role in shaping the accounting landscape for NFP mergers.
However, its limitations and the evolving needs of stakeholders led to its
replacement by broader, more comprehensive standards such as ASC 958 and ASC



805. These standards have provided a more integrated, flexible, and
transparent framework that aligns NFP accounting practices with those of for-
profit entities, fostering consistency, comparability, and clarity in
financial reporting. As not-for-profit organizations continue to adapt to
changing regulatory and operational environments, understanding these
standards is essential for accurate financial disclosure and effective
governance.

Frequently Asked Questions

What superseded FASB Standard No. 164 on Not-for-
Profit Mergers and Acquisitions?
FASB Standard No. 164 was superseded by subsequent standards and updates that
clarified and refined accounting for not-for-profit mergers and acquisitions,
notably FASB ASC Topic 958, which provides comprehensive guidance on
nonprofit entity reporting.

Why was FASB Standard No. 164 replaced or amended?
It was replaced to improve clarity, consistency, and transparency in
financial reporting for not-for-profit mergers and acquisitions, aligning
standards with current accounting practices and addressing emerging issues in
the sector.

What were the main limitations of FASB Standard No.
164 that led to its supersession?
The main limitations included lack of specificity in certain transaction
types, insufficient guidance on the recognition and measurement of assets and
liabilities, and limited clarity on reporting requirements, which prompted
updates and replacements.

What are the key changes introduced in the standards
that superseded FASB No. 164?
The new standards introduced clearer criteria for identifying a merger or
acquisition, standardized measurement of assets and liabilities, and enhanced
disclosures to improve transparency for stakeholders.

How do current standards impact the reporting of
mergers and acquisitions for not-for-profit entities
compared to FASB No. 164?
Current standards provide more detailed guidance, leading to more consistent



and transparent reporting of mergers and acquisitions, reducing ambiguity and
helping stakeholders better understand the financial implications of such
transactions.

Additional Resources
Superseded FASB Standard No. 164: An In-Depth Exploration of Its Evolution
and Impact

---

Introduction: The Evolution of Not-for-Profit
Mergers and Acquisitions Standards

In the realm of financial reporting for not-for-profit (NFP) entities,
standards set by the Financial Accounting Standards Board (FASB) serve as
critical benchmarks that ensure transparency, comparability, and
accountability. Among these, FASB Standard No. 164, titled "Not-for-Profit
Entities: Mergers and Acquisitions," was a significant milestone when issued.
It provided comprehensive guidance on how NFP organizations should account
for and disclose mergers and acquisitions (M&A) activities, reflecting the
complexities of consolidations in the nonprofit sector.

However, as with many standards in the rapidly evolving landscape of
accounting and financial reporting, FASB Standard No. 164 was eventually
superseded by subsequent standards, reflecting a broader shift towards more
principles-based, streamlined, and globally harmonized frameworks. This
article examines what standard replaced FASB 164, the rationale behind this
transition, and the implications for NFP entities and their stakeholders.

---

The Genesis of FASB Standard No. 164

Before delving into what superseded FASB 164, it is essential to understand
its origins and scope. Enacted in 2014, FASB Standard No. 164 aimed to
clarify how NFP organizations should recognize, measure, and disclose mergers
and acquisitions activities. It addressed key questions such as:

- When should a merger or acquisition be recognized?
- How should the assets, liabilities, and net assets be measured?
- What disclosures are necessary to ensure transparency?

This standard was developed in response to the increasing frequency of NFP



mergers, collaborations, and consolidations, driven by economic pressures,
mission alignment, and strategic growth initiatives. It provided a structured
approach to ensure that the financial statements reflect the economic
realities of these complex transactions.

---

What Standard Replaced FASB 164?

The Adoption of Accounting Standards Update (ASU)
2018-08: Clarifying the Scope and the Accounting
Guidance for Contributions Received and
Contributions Made

The primary standard that superseded FASB 164 was Accounting Standards Update
(ASU) 2018-08, titled "Clarifying the Scope and the Accounting Guidance for
Contributions Received and Contributions Made." While on the surface, ASU
2018-08 appears to focus on contributions, its scope and impact extended into
the realm of mergers and acquisitions by refining the accounting for joint
ventures, collaborations, and certain transaction types that overlap with
merger activities.

More specifically, ASU 2018-08, issued in June 2018, did not directly replace
FASB 164 in the traditional sense but marked a significant shift in how NFP
entities approach transaction accounting, emphasizing the importance of the
substance over form and aligning with broader FASB initiatives like the
Revenue Recognition Standard (ASC 606). However, the standard that more
comprehensively replaced FASB 164’s guidance on M&As was the FASB’s
Accounting Standards Codification (ASC) Topic 958, "Not-for-Profit Entities,"
with updates integrated into broader frameworks, particularly:

- ASC 958-805: Business Combinations — which incorporates principles from the
private sector’s ASC 805, providing guidance on the acquisition method.
- FASB’s 2016 amendments to the revenue recognition and consolidation
standards — which indirectly affected how NFPs report mergers by emphasizing
control and economic substance.

Explicit Replacement: Transition to ASC 958-805 and
Related Guidance

The more explicit replacement of FASB 164 emerged through the consolidation
and business combination standards integrated into the FASB’s ASC 958 series.
While FASB 164 was specifically tailored for NFPs, the modern approach to M&A



accounting has shifted towards applying the principles outlined in ASC 805,
which is also used in the private sector but adapted for NFP contexts.

Key points:

- The "acquisition method" for recognizing and measuring assets acquired and
liabilities assumed became the standard approach, emphasizing fair value
measurement.
- The focus on control — whether through mergers, acquisitions, or other
arrangements — aligned with the conceptual framework established in the
broader ASC 810 (Consolidation) and ASC 606 (Revenue Recognition).
- The importance of disclosure regarding the nature, purpose, and financial
effects of mergers and acquisitions was reinforced but now integrated within
broader reporting standards.

---

What Were the Key Changes and Impacts of the
Superseding Standards?

Understanding what FASB 164 was replaced by is incomplete without examining
the substantive changes and impacts that these new standards introduced. Here
are the core differences and their implications:

1. Shift from Transaction-Specific Guidance to
Principles-Based Approach

- FASB 164 provided specific criteria and detailed guidance tailored
explicitly for NFP mergers and acquisitions.
- The new standards, especially ASC 958-805, adopted a principles-based
approach, emphasizing the recognition of assets and liabilities at fair
value, control, and economic substance, rather than prescriptive procedures.
- This shift increased flexibility but also required NFPs to exercise
judgment more rigorously, potentially impacting comparability.

2. Emphasis on Control and Substance Over
Formalities

- The new guidance aligns NFP accounting with the concept of control, similar
to private-sector business combinations.
- This meant that some transactions previously accounted for as
reorganizations or reorganizations under FASB 164 might now be viewed as
acquisitions or consolidations, leading to different recognition and



measurement outcomes.

3. Adoption of Fair Value Measurement Standards

- The superseding standards mandated that assets acquired and liabilities
assumed in mergers are measured at fair value, aligning nonprofit reporting
with broader accounting principles.
- This change often resulted in more accurate reflection of the economic
value of mergers but also increased the complexity and costs of valuation
procedures.

4. Enhanced Disclosure Requirements

- While FASB 164 already mandated disclosures, the newer standards expanded
transparency around the nature, purpose, and financial effects of mergers.
- Disclosures now include details on controlling interests, transaction
costs, and post-merger integration plans, providing stakeholders with richer
information.

5. Integration with Broader FASB Frameworks

- The replacement standards are integrated into the FASB’s Accounting
Standards Codification, facilitating consistency across different types of
entities and transactions.
- This integration promotes comparability between NFPs and for-profit
entities, especially in terms of consolidation and control.

---

Implications for Not-for-Profit Entities and
Stakeholders

The transition from FASB 164 to the newer standards has several practical and
strategic implications:

For NFP Organizations:

- Increased Complexity: Applying fair value measurements and control
assessments requires enhanced valuation expertise and internal controls.
- Greater Transparency: Enhanced disclosures improve stakeholder confidence
but also demand more detailed reporting processes.
- Alignment with Best Practices: Adoption of principles-based standards



aligns NFPs with global best practices, facilitating cross-border
collaborations.

For Auditors and Regulators:

- Need for Updated Audit Procedures: Auditors must adjust procedures to
assess fair value measurements and control assessments.
- Continued Education: Ongoing training is essential to interpret and apply
the new standards effectively.

For Donors, Beneficiaries, and Regulators:

- Improved Information Quality: Stakeholders receive clearer insights into
the financial position and the strategic rationale behind mergers.
- Enhanced Accountability: Transparency fosters trust and supports informed
decision-making.

---

Conclusion: The Ongoing Journey of Standard
Evolution

The superseding of FASB Standard No. 164 illustrates the dynamic nature of
accounting standards, driven by the need for relevance, comparability, and
transparency. While FASB 164 served as a foundational guide specifically
tailored for the unique context of NFP mergers and acquisitions, its
principles have been integrated into broader, more flexible frameworks that
reflect evolving economic realities and stakeholder expectations.

The move towards convergence with private-sector standards, emphasis on
control and fair value, and enhanced disclosure requirements have
collectively transformed how NFP entities approach mergers and acquisitions.
This evolution underscores the importance of staying abreast of standard-
setting developments and ensuring robust internal processes to implement
these complex standards effectively.

As the landscape continues to evolve, NFP organizations and their
stakeholders can expect ongoing refinements, all aimed at fostering
accountability, transparency, and strategic growth in a complex financial
environment.

What Superseded Fasb Standard No 164 Not For Profit
Entities Mergers And Acquisitions And What Were

What Superseded Fasb Standard No 164 Not For Profit Entities Mergers And Acquisitions And What

https://sip.evo9x.com/ma33/what-superseded-fasb-standard-no-164-not-for-profit-entities-mergers-and-acquisitions-and-what-were.pdf
https://sip.evo9x.com/ma33/what-superseded-fasb-standard-no-164-not-for-profit-entities-mergers-and-acquisitions-and-what-were.pdf


Were

Related Articles
According To The Dictionary, -ment Can Refer To An Action, A Place, Or A State Resulting
From An Action.
A Minor Burn Should Be Treated With Which Of The Following?A. IceB. Cool WaterC. A Dry
TowelD. Vegetable
A Dining Room Set Lists For $1500, And Carries A Trade Discount Of 40 Percent. Freight
Charges Are $150.

Back to Home

https://sip.evo9x.com/ma33/according-to-the-dictionary-ment-can-refer-to-an-action-a-place-or-a-state-resulting-from-an-action.pdf
https://sip.evo9x.com/ma33/according-to-the-dictionary-ment-can-refer-to-an-action-a-place-or-a-state-resulting-from-an-action.pdf
https://sip.evo9x.com/ma33/a-minor-burn-should-be-treated-with-which-of-the-following-a-iceb-cool-waterc-a-dry-toweld-vegetable.pdf
https://sip.evo9x.com/ma33/a-minor-burn-should-be-treated-with-which-of-the-following-a-iceb-cool-waterc-a-dry-toweld-vegetable.pdf
https://sip.evo9x.com/ma33/a-dining-room-set-lists-for-1500-and-carries-a-trade-discount-of-40-percent-freight-charges-are-150.pdf
https://sip.evo9x.com/ma33/a-dining-room-set-lists-for-1500-and-carries-a-trade-discount-of-40-percent-freight-charges-are-150.pdf
https://sip.evo9x.com

