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Agenda

• 12:15-12:30 Introductions, Overview of  
nonprofit financial accountability 

• 12:30-12:45 IRS 990 Forms vs. Audited 
Financial Statements

• 12:45-1:00 Determining nonprofit financial 
health

• 1:00-1:15 Q&A
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About Alicia 



• Graduate student in the LMAS program at NIU

• Undergraduate at NIU

– Major: Accountancy and Minor: Community 
Leadership and Civic Engagement

• Interned at Miller Cooper & Co.  

• Conducting research with Tammy Waymire on 
how auditors can be better utilized for the 
benefit of non-profit organizations

About Nicolette





People

Financial 
Performance

Program 
Performance

Promote

Purpose

Nonprofit Know Your Numbers



Issue
Percentage of 

Respondents

Achieving long term financial sustainability 41%

Diversifying funding sources 21%

Cuts in government funding 17%

Raising funding that covers full costs 16%

Raising unrestricted revenue 16%

Developing cash reserves 12%

Having regular, reliable cash flow 10%

Insufficient revenue 7%

Delays in government funding 4%

Annual Survey

• http://survey.nonprofitfinancefund.org/

• most recent survey (2014) had 5,019 responses.  

• Of the 22 organizational challenges, nine relate to nonprofit finance issues, four to 

program issues, and eight to overall management and governance issues.  

http://survey.nonprofitfinancefund.org/


COMMON NONPROFIT FISCAL 
ANALYSIS

• Nonprofit Organizations are graded or rated by 
external sources such as Charity Navigator.

•

Fundraising.

•



• Fiscal Fitness

• The Wallace Foundation and leading consultant 
group Fiscal Management Associates (FMA) 
created StrongNonprofits.org, a suite of more 
than 60 free tools, how- , articles and other 
features. 

The Wallace Foundation: Helping 
Nonprofits Know Their Numbers

http://www.wallacefoundation.org/knowledge-center/Resources-for-Financial-Management/Pages/default.aspx


Strong Nonprofits: 
Wallace Foundation



Nonprofit Sustainability = 

Financial EFFICIENCY Program EFFECTIVENESS

Mission
• Are we meeting our program 

goals and objectives (inputs, 
outputs, outcomes)?

• Are we having an impact on our 
mission?

• How do we measure this?

Money
• Are we managing our resources for 

maximum efficiency?
• Are we getting enough financial 

return/profitability to continue?
• How do we measure this?

+

Money Week 2016



Financial Accountability

• To the general public

• To your donors

• To potential donors

• Signal of trustworthiness, leadership and 
management



Sources of Revenue

Contributed

• Individual 
donations

• Foundation / 
corporate 
contributions

• Special events

Earned

• Fee for service

• Program fees

• Sales

Government

• Fee for service

• Reimbursement 
grants

• Performance 
contracts

What type of revenue drives the business model? How 
reliable/predictable are these revenue streams?
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• Diversity protects against risk

• Keeps fundraising central to efforts

• Control your own destiny through earned 
revenue

• Individual contributions safest bet because they 
have the highest loyalty to your cause

Revenue Mix Important



Types of Reporting

Mandatory Voluntary

External

Internal

Audited Financial 
Statements

Annual Report

IRS 990
Audited Financial 
Statements

Budgets

Strategic Plans

Strategic Plans

Board Minutes

Performance 
Data Reports

Website

Ads

Meetings



IRS 990 FORM VS AUDITED 
FINANCIAL STATEMENTS



Public Reporting of Finances

• Audited financial statements: 

$300,000 in Illinois but required for 
above

• IRS 990 Information Return: self-
reported financial data available to the 
public through Guidestar.org and to 
researchers through the National 
Center for Charitable Statistics



(c) 2007 John Wiley & 

Sons, Inc. All Rights 

Reserved Worldwide.
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Major Reports

• External financial reports (but also useful to 
internal users): Statement of Activities, 
Statement of Financial Position (or balance 
sheet), Statement of Cash Flows, and 
information return sent to the IRS (Form 990)

• Internal financial reports:  budget variance 
reports, percentage breakdown reports 

-
ratios, and possibly fundraising 
evaluation reports



(c) 2007 John Wiley & 

Sons, Inc. All Rights 

Reserved Worldwide.
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External Reports

• (a) Statements of Activity(ies), Financial Position, 
and Cash Flows
(b) Form 990 and Other Public Reports
– Forms 990, 990-EZ, and 990-T

–

– State Requirements

– Granting Agency Reports

• What reports should we prepare and how often?



IRS 990 Forms for Nonprofits

• Organizations must file one of the following forms for the 2010 tax 
year according to the following eligibility criteria:

• Form 990. Nonprofit organizations with at least $200,000 in annual 
gross receipts or at least $500,000 in total assets are required to file 
Form 990 with the IRS.

• Form 990-EZ. Organizations that have gross receipts between 
$50,000 and $199,999 and total assets of less than $500,000 at the 
end of the year must either file Form 990-EZ or file the full Form 990.

• Form 990-PF. This form is filed by private foundations of any 
size. However, since some funders require Form 990, some smaller 
nonprofit organizations file Form 990 even though the IRS does not 
require them to do so.

• Form 990-N (also known as the e-Postcard). Small tax-exempt 
organizations whose annual gross receipts are normally $50,000 or 
less may choose to submit Form 990-N instead of completing Form 
990 or Form 990-EZ.



• Qualitative information

– Mission, values

– 3 largest program services accomplishments 
measured by expenses

• Compensation of key employees, board 
members, independent contractors over 
$100,000

• Classification of expenses by program services, 
management and general, and fundraising

• Schedules A-R for specific information disclosure

Information on a Form 990



IL Audit Requirements

• Audit Required: Yes

• Statute and Description: 225 Ill. Comp. Stat. § 460/4

• A charitable organization with annual contributions over 

$300,000 must file an audited financial statement 

prepared by an independent CPA. 

• A charitable organization with contributions less than 

$300,000 and more than $25,000 is only required to file 

an audited financial statement prepared by an 

independent CPA if a professional solicitor engages in 

fundraising.

• https://www.councilofnonprofits.org/nonprofit-audit-

guide/state-law-audit-requirements#IL

http://www.ilga.gov/legislation/ilcs/ilcs3.asp?ActID=1369&ChapterID=24
https://www.councilofnonprofits.org/nonprofit-audit-guide/state-law-audit-requirements#IL


• Assurance that the financial statements are free 
from material misstatement

• Comparative years for income statement and 
functional expenses

• Classification on restriction of assets

• Additional statements such as cash flows

• Disclosures on certain account and significant 
accounting policies

Information in an Audit



• Ensure the financial statements are correct

– Effective decision making

– Disclosure of specific information

• Trust with donors

– Donors that give large amounts of money 
prefer reliable financial data

• Auditor is there as a financial expert

Is an Audit Worth it?



Alternatives to an Audit

- Moderate assurance provided

- Less procedures performed

Review

- No assurance provided
- Compile data to present the financial 
statements in accordance with standards

Compilation

-Specific procedures
- Auditor reports on findings

Agreed-
Upon 

Procedures



DETERMINING FINANCIAL HEALTH



(c) 2007 John Wiley & 

Sons, Inc. All Rights 

Reserved Worldwide.

28

-

• Donors
• IRS and possibly state attorney general offices
•

– BBB Wise Giving Alliance
– Charity Navigator
– American Institute on Philanthropy
– Philanthropic Research, Inc. 
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Ratios

 What are ratios? Why are ratios used?

 Ratio Cautions:

- Ratios must be used together and with the financial statement 

data to develop a pattern. No one ratio is sufficient!

- GAAP may make comparisons difficult across organizations.

- Ratio analysis should be focused on potential problems. Ratios 

are not calculated for their own sake.

- Ratios that are useful for health and not-for-profit organizations

may not be appropriate for governments.

- Use common sense! Focus on the order of magnitude of the ratio, 

rather than on carrying the calculation out many decimal places. 

- Think about what the ratio means. Should it be higher or lower than 
the average? Rising or falling?

Financial Management for Public, Health, and Not-for-Profit Organizations, 4th Ed. © Pearson Education 2013



• Watchdog groups provide various guidelines for 
nonprofit management and fundraising activity.

Program Ratio



The Overhead Myth



• The Overhead Myth http://overheadmyth.com/

REAL Costs of Nonprofit Operations

http://overheadmyth.com/
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Get Comparative Data

 Compare the ratios to:
- the organization over time,
- comparable organizations, and
- the industry.

 Focus on trends:
- Should the ratio be higher or lower than average?
- Is it better for the ratio to be increasing or decreasing?

 Remember that it is hard to find exact comparables. 

Financial Management for Public, Health, and Not-for-Profit Organizations, 4th Ed. © Pearson Education 2013



1. Net Income

2. Fund Balance

3. Leverage ratio 

4. Revenue mix

5. Liquidity ratio

Five Key Financial Ratios



Revenue 
versus 
expenses 
annually and 
5 year trend

1. Net Income

2008 2009 2010 2011 2012
Total Revenue $278,306 $357,897 $306,237 $317,331 $357,401 
Total Expenses $263,549 $348,331 $291,396 $303,844 $333,588 
Net Gain/Loss $14,757 $9,566 $14,841 $13,487 $23,813 
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Total assets 
versus total 
liabilities 
annually 
and 5 year 
trend

2. Fund Balance

2010 2011 2012 2013 2014
Total Assets $2,208,819 $2,153,183 $2,043,435 $2,059,754 $2,192,785 
Total Liabilities $573,318 $539,346 $317,794 $265,324 $276,769 
Fund Balance $1,635,501 $1,613,837 $1,725,641 $1,794,430 $1,916,016 

$0

$500,000

$1,000,000
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Total debt/total assets expressed as a %. 

High values indicate future liquidity problems or 
reduced capacity for future borrowing.

3. Leverage Ratio 

2010 2011 2012 2013 2014
Total Assets $2,208,819 $2,153,183 $2,043,435 $2,059,754 $2,192,785 
Loans and Notes $494,925 $450,500 $275,437 $209,617 $190,472 

Leverage 
Ratio 22.41% 20.92% 13.48% 10.18% 8.69%



• Expressed as a %, 
to determine 
reliability of 
revenue

4. Revenue Mix 

Revenue 2012* (990)
Contributions $163,808 
Government Grants $122,665 
Investments $1,022 
Other $69,906 
Total Revenue $357,401 

46%

34%

0%

20%

Revenue Mix

Contributions

Government
Grants

Investments

Other



Cash and liquid 
assets/total expenses 
to determine how 
many days or months 
of cash on hand to 
cover expenses

5. Liquidity Ratio

2008 2009 2010 2011 2012
Total Expenses $263,549 $348,331 $291,396 $303,844 $333,588 
Cash & 
Equivalent $193,080 $141,002 $166,616 $173,554 $205,353 

Days of Cash 267.40 147.75 208.70 208.49 224.69

0.00

100.00

200.00

300.00

2008 2009 2010 2011 2012

Days of Cash
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Dashboard: Performing Arts Organization





• Board members knowledge and awareness of 

health 

• Organizational leadership to address financial 
health problems

• Donor education on nonprofit financial 
objectives

• Communicating financial information to the 
public

Challenges to Measuring and 
Communicating Nonprofit $ Health



Reporting Financial Health

Mandatory Voluntary

External

Internal

Audited Financial 
Statements

Annual Report

IRS 990
Audited Financial 
Statements

Budgets

Strategic Plans

Strategic Plans

Board Minutes

Performance 
Data Reports

Website

Ads

Meetings
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