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Please keep your microphone muted unless you are speaking.

NACUBO Staff
Sue Menditto, Senior Director, Accounting Policy
Megan Schneider, Senior Director, Government Affairs

Department Of Education Staff 
John Kolotos, Financial responsibility policy expert
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expert



Today’s Agenda:
• “Borrower Defense” regulation and financial responsibility
• Noteworthy financial responsibility changes effective 7/1/20
• Supplemental Schedule
• eZ-Audit system
• Department of ED Q&A
• Outstanding issues



Borrower Defense to Repayment
• Mandatory triggers: liabilities from
 legal settlement
 final judgement from a court
 administrative action or proceedings from 

federal or state entity
• Two discretionary triggers = mandatory trigger
• 10-day reporting requirement
• Financial responsibility score is recalculated by ED
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Financial 
Responsibility 
Rules: Private 
Institutions 

• Uniform Guidance audit package (NACUBO’s recommendation)

• Supplemental Schedule
o Data must tie to values on face of statements or notes
o Format of FRSS up to the institution
o FRSS disclosures (optional may be helpful)

• Auditors must opine
• Terminology and definition changes:

o Debt obtained for long-term purposes
o Leases (likely next year for most)
o How gains and losses are used in ratios

• eZ-Audit: new templates



Financial Responsibility
Supplemental Schedule
• Included with audited financial statements
• Illustration in Appendix B of the regulation
• All values must be cross-referenced 

• Face of financial statements or 
• Notes to the financial statements

• Appendix B is illustrative 
• Institutions can use a format that makes sense 
• Consider following the format of the eZ-Audit templates

NACUBO Advisory 19-04
• Uniform Guidance audited financial statements
• Add a “financial responsibility” note 



Financial Responsibility
Terminology and definition changes
• FASB ASU 2016-14
• Revenue and gains
• Expenses and losses
• Debt obtained for long-term purposes (DOLP)

Pre-and post-implementation rules
• DOLP
• Leases
• PP&E 



Terminology and Definition changes  (NACUBO Advisory 19-04)  
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Pre-and Post-implementation Rules
Pre-implementation DOLP – is based on the regulatory definition in effect prior to the July 1, 2020 effective date of the new 
regulation

• Pre-implementation DOLP = debt up to the amount of net PP&E under the prior regulation (before 7/1/2020 or FY19 for 
most), reduced by activity that occurred after the date of the audited financial statements that were used to calculate the 
financial responsibility composite score under the previous regulation

• Institutions can choose to further disaggregate PP&E on the FRSS to display capital leases and related obligations or ROU 
assets and related obligations.

Post-implementation DOLP – debt entered into for the audited financial statements that apply to the July 1, 2020 effective 
date (FY20 for most) and used for the acquisition or development of assets capitalized as well as capital leases or ROU assets.

• Per the Regulation and reinforced in an ED Question and Answer document, debt collateralized by PP&E does not qualify.

• Institutions that do not elect the grandfathering transition option, after implementing ASU 2016-02, will include leased / 
ROU liabilities entered during the first effective year of the new financial responsibility regulations (FY20 for most) with 
post-implementation DOLP. 

• Alternatively, institutions can separately display lease liabilities as part of post-implementation leases 

Refinancings of pre-and post-implementation DOLP 

• Allowable as long as the refinanced amount does not exceed the amount of the debt

• ED Question and Answer document Introduces the notion of proceeds. Proceeds in a refinance cannot exceed allowable 
DOLP

https://ifap.ed.gov/electronic-announcements/040920FinancialResponsibilityQuestionsAnswers
https://ifap.ed.gov/electronic-announcements/040920FinancialResponsibilityQuestionsAnswers
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Pre-and Post-implementation Rules
Leases
• FASB ASU 2016-02 implementation
• Grandfathering provision
An election
12/15/18

• “Pre” = operating leases entered into before 12/15/18
• “Post” = ROU assets after 12/15/18
• Pre-and Post rules apply to assets and liabilities

PP&E
• Pre-and post assets track DOLP rules
• CIP is an allowable post-implementation asset



Financial Responsibility
Gains and losses 
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eZ-Audit
Total Expenses and Losses
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eZ-Audit
Total Revenues and Gains 
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eZ-Audit
Gains and Losses
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eZ-Audit
Gains and Losses



Department of Education
Financial Responsibility Resources

Q&A Document
(https://ifap.ed.gov/electronic-
announcements/040920Financial
ResponsibilityQuestionsAnswers)

• Effective dates
• eZ-Audit
• Leases
• Long-term debt

https://ifap.ed.gov/electronic-announcements/040920FinancialResponsibilityQuestionsAnswers
https://ifap.ed.gov/electronic-announcements/040920FinancialResponsibilityQuestionsAnswers


Financial Responsibility

Outstanding Issues

Refinancing pre-implementation debt
 Proceeds



www.nacubo.org/Topics/COVID-19
www.nacubo.org/Topics/Accounting
www.nacubo.org/News

• Guidance
• Tutorials
• Checklists
• Whitepapers
• Telephone Town Hall Archive
• Flash Poll Findings
• + much more

http://www.nacubo.org/Topics/COVID-19
http://www.nacubo.org/Topics/Accounting
http://www.nacubo.org/News
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Stay tuned 
across 
NACUBO.org



Thank you for your NACUBO 
membership.

We are able to serve higher 
education business and financial 
officers through advocacy efforts 
and professional development 
activities, and can offer essential 
technical expertise, because of 
members like you.



Q&A
Still Have Questions?

Sue Menditto, Senior Director, Accounting Policy
smenditto@nacubo.org

Megan Schneider, Senior Director, Government Affairs
mschneider@nacubo.org

mailto:smenditto@nacubo.org
mailto:mschneider@nacubo.org
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