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Nonprofits Assistance Fund 
delivers two services to 
nonprofits. We are a lender and 
invest capital in the sector. And 
we share financial expertise. This 
training is one of the ways we do 
that.  

About NAF 



Training Goals 

• Discuss purpose of IRS Form 990 
• Overview of Form 990 
• Grantee Review utilizing 990 
• Compare Audit to IRS Form 990 



Purpose of IRS Form 990 

• Federal Tax 
Compliance 

• Regulatory Alignment 
• Accountability 
• Transparency 



What? 

Who? 

• $50,000+ in revenue 
• 990EZ if revenue <$200,000 & assets <$500,000 
• Statement of Program Accomplishments 
• Checklist of Schedules (triggers) 
• Tax Filings 
• Governance, Management & Disclosure 
• Trustees, Directors, Officers & Key Employees 
• Compensation 



Summary 



Financial Highlights 



Program Service Accomplishments 

Center for Victims of Torture 



A. Public Charity Status 
B. Contributors 
C. Lobbying 
D. Supplemental Financial 
E. Schools 
F. Foreign Activities 
G. Fundraising & Gaming 
H. Hospitals 
I. Grants Paid 
J. Compensation 

K. Tax Exempt Bonds 
L. Loans 
M. Noncash contributions 
N. Termination 
O. Supplemental 

information 
P. Related organizations 

Schedules 



Governance & Management 



Governance & Management (continued) 



Revenue 



Expenses 



Balance Sheet 
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Grantee Review 

https://nonprofitsassistancefund.org/resources/item/irs-990-decoder-worksheet-resource 
 

https://nonprofitsassistancefund.org/resources/item/irs-990-decoder-worksheet-resource


Income Statements 
• Change in Net Assets 
• 990 doesn’t separate funds 
• Types of income, expenses & depreciation 
• Program, management & fundraising 
Balance Sheets 
• Restricted & Unrestricted Net Assets 
• Cash, investments & fixed assets 
• Changes from beginning to end of year 

Grantee Review 



Grantee Review – Comparing 990 & Audits 

Both: Income, Functional Expenses, 
Balance Sheet 

Audited Financials 
• Opinion Letter 
• Statement of Cash Flow 
• Footnotes 
• Management Letter 

 
 
 

 

IRS Form 990 
• Summary Page 
• Program Narrative 
• Governance 
• List of Directors, etc. 
• Compensations 
• Detailed Schedules 

 



Balance Sheet 
• Cash and short-term investments 
• Total assets 
• Net Assets by Classification 
Statement of Activities (Revenue) 
• Total Revenues 
Statement of Functional Expenses 
• Total Program Expenses 
Reconciliation of Financial Statements 

Grantee Review – Comparing 990 & Audits 



What Might it Mean? 

Indicators 

Stability 
• Sufficient Cash 
• Reliability of Income 
Sustainability 
• Operating Results (surplus or deficit) 
• Budget Planning 
Reasonable Financial Structure 
• Assets and Liabilities 
• Expense Composition 



Summary 

• IRS Form 990 (is primarily non-financial) 
• Measures of Program Service Outcomes useful 
• Relationship to Audit, Income Statement and 

Balance Sheet 
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Ratios for Grant Makers 



What Do You Want to Know? 

• Financial Condition 
• How is the organization doing financially? 
• Does financial position match reasonable 

expectations? 
• Financial Viability 

• Can the mission be carried out in a stable and 
effective way? 

• Is there a realistic financial plan for programs 
(especially new ones)? 
 



What Do You Want to Know? 

• Financial Management 
• Are practices in place for financial reporting, 

oversights and controls? 
• Does the organizational culture value financial 

responsibility? 
• Financial Accountability 

• Will the organization be a responsible steward of its 
resources? 

• Does the organization carry out financial operations 
openly and honestly? 
 



What Do You Want to Know? 

• Financial Acumen 
• Do the management and board know how to manage 

the organization, even through changes? 
• Financial Leadership 

• Does staff leadership demonstrate understanding and 
mastery of financial information? 

• Are the strategic goals and financial structure 
aligned? 
 



How to Recognize a Financially Healthy 
Nonprofit 

Stable 
Ability to provide 

uninterrupted 
programs/services 

currently and in the future 

Sustainable 
Ability to carry out 

activities that achieve 
mission while also 

developing and 
maintaining capacity for 
mission relevance in the 

future 



Is This Nonprofit Financially Healthy? 

Strive for 
the Future 

Youth services agency with $8 million budget operates 
six programs – a charter school, after-school programs, 
truancy intervention, case management, community 
mediation, and recreation. 

They offer programs in facilities they own in four 
different neighborhoods. 

They receive revenue from government contracts, 
foundation grants, United Way and individual 
contributions. 

They have three months of expenses in cash reserves 
and a $500,000 endowment. 



Is This Nonprofit Financially Healthy? 

Forest and 
River 
Center 

Environmental organization with $600,000 budget that 
operates two programs – an environmental education 
center and outreach to preserve and restore properties 
in the region. 

They operate on land and facilities owned by a state 
agency. 

A membership organization, they receive income from 
memberships, fees, and rental for one day and 
residential programs, foundation grants, individual 
contributions, and contracts with state agencies. 

They have four months  of expenses in cash reserves, 
no endowment. 



Financial Reports for Analysis 

• Income Statement (Statement of Activities) 
• Balance Sheet (Statement of Financial 

Position) 
• Program financial reports (Statement of 

Functional Expenses 
• Budget 



Net Asset Classifications 

Not all contributed income is the same. 
Contributions may be restricted based on 

donor intent and direction 

Unrestricted Temporarily Restricted Permanently Restricted 

Funds available for 
general use. 

Restrictions expire over a 
defined period of time or 
by performing desired 
activities.  
 
Often in the form of a 
program grant.  

Principal remains intact, 
but investment income 
can be used.  
 
Often in the form of an 
endowment or 
scholarship fund.  



Income Statement 



Balance Sheet Helpful Services For All, Inc.
Consolidated Statement of Financial Position

September 30, 2014

Total
ASSETS

Friendly Town Bank 28,923            
Money Market Fund 145,465          
Investments 175,000          
Grants Receivable 60,000            
Accounts Receivable 98,826            
Total Current Assets 508,214          

-                     
Building 850,000          
Furniture and Equipment 224,645          
(Accumulated Depreciation) (332,854)        
Net Fixed Assets 741,791          

-                     
Pre-paid/Deposits 1,654              

-                     

TOTAL ASSETS 1,251,659$     

LIABILITIES AND NET ASSETS

Line of Credit
Accounts Payable 72,035            
Payroll taxes payable 22,553            
Accrued Vacation 38,686            
Current Maturities LT Debt 35,500            
Total Current Liabilities 233,774          

-                     
Bond payable 415,000          
(Less Current Maturities) (35,500)          
Total Long Term Liabilities 379,500          

-                     
-                     

TOTAL LIABILITIES 613,274$        

Net Assets
Unrestricted Net Assets -                     
  Board designated operating reserves 175,000          
  Undesignated net assets 413,385          
Temporarily Restricted Net Assets 50,000            

TOTAL NET ASSETS 638,385$        

TOTAL LIABILITIES AND NET ASSETS 1,251,659$     



Balance Sheet Helpful Services For All, Inc.
Consolidated Statement of Financial Position

September 30, 2014

Temporarily
Unrestricted Restricted Total

ASSETS

Friendly Town Bank 28,923$          28,923            
Money Market Fund 120,465          25,000            145,465          
Investments 175,000          175,000          
Grants Receivable 35,000            25,000            60,000            
Accounts Receivable 98,826            98,826            
Total Current Assets 458,214          50,000            508,214          

-                     
Building 850,000          850,000          
Furniture and Equipment 224,645          224,645          
(Accumulated Depreciation) (332,854)        (332,854)        
Net Fixed Assets 741,791          741,791          

-                     
Pre-paid/Deposits 1,654              1,654              

-                     

TOTAL ASSETS 1,201,659$     50,000$          1,251,659$     

LIABILITIES AND NET ASSETS

Line of Credit 65,000$          
Accounts Payable 72,035            72,035            
Payroll taxes payable 22,553            22,553            
Accrued Vacation 38,686            38,686            
Current Maturities LT Debt 35,500            35,500            
Total Current Liabilities 233,774          -                     233,774          

-                     
Bond payable 415,000          415,000          
(Less Current Maturities) (35,500)          (35,500)          
Total Long Term Liabilities 379,500          -                     379,500          

-                     
-                     

TOTAL LIABILITIES 613,274$        -$                   613,274$        

Net Assets
Unrestricted Net Assets -                     
  Board designated operating reserves 175,000          175,000          
  Undesignated net assets 413,385          413,385          
Temporarily Restricted Net Assets 50,000            50,000            

TOTAL NET ASSETS 588,385$        50,000$          638,385$        

TOTAL LIABILITIES AND NET ASSETS 1,201,659$     50,000$          1,251,659$     



Analysis Tool: Ratios 

• Ratios create a “common-
size” for financial 
information 

• Calculate using reliable, 
accurate financial reports 

• Calculate consistently from 
period to period 



Ratio Example 

The Helping Place nonprofit’s 
budget in 2011 was 

$100,000.  
The budget grew to 
$500,000 in 2014. 

The organization spent 
$25,000 on fundraising in 

2011. 
They spent $50,000 on 

fundraising in 2014. 

Did the 
fundraising 

expense double 
from 2011 to 

2014? 

Yes and no 



Common-Sizing 

The Helping Place 2011 2014 

Total Budget $100,000 $500,000 

Fundraising Expense $25,000 $50,000 

Percentage of budget 
spent on fundraising 

25% 10% 



Using Ratios Effectively 

• Use ratios in comparison to benchmarks or 
goals 

• View ratios at a single point and as a trend over 
time 

• Compare ratios that are calculated using the 
same type of information 

• Remember, no single ratio is sufficient to draw 
conclusions 

 



Financial Analysis Measures 

Stability 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Sustainability 

Days cash on hand 
 

Current ratio 
 
Net assets 
 

CUNA ratio 
 

Cost per unit of service 
 

Income mix 
 

Reliance ratio 



Financial Analysis Measures 

Balance Sheet Income Statement Program Statement 

• Days cash on hand 
• Current ratio 
• Net asset review 

• Reliance ratio 
• CUNA ratio 
• Income mix review 
• Earned income ratio 

• Cost per unit of service 



Ratio Analysis 

Ratio analysis should always be understood alongside 
and in the context of program outputs, outcomes, and 
mission impact.  



Reliance Ratio 

Amount of largest type 
of income 

 
Total income 

Reliance ratio measures 
an organization’s 

dependence on certain 
sources or certain types 

of income.  



CUNA Ratio 

Surplus (or deficit) 
 

Total unrestricted 
income 

The Change in 
Unrestricted Net Assets 
(CUNA) ratio measures 
the annual surplus as a 

percent of operating 
income.  



Income Mix 

Is the organization’s 
income mix stable 
from year to year? 

 
Are changes 

planned? 
 

How does the 
income mix relate to 

the organization’s 
business model and 

mission? 

Type of Funding 2011 2012 2013 

Foundation 
Grants 

38% 35% 42% 

Government 
Grants 

20% 20% 18% 

United Way 20% 12.5% 7.5% 

User Fees 14% 17.5% 21.5% 



Is a Diverse Income Mix Important? 

Different types of income 
require: 
• Systems to bring in 

income 
• Operational structures 
• Program management 

approaches 
• Income opportunity 
• Relationships with 

community and funders 



Earned Income Ratio 

Earned income 
 

Total unrestricted 
income 

Earned income as a 
percentage of total 
income measures 

organization’s ability to 
earn income rather than 

gain income through 
contributions and is 
determined by the 

business model. Earned 
income often results in 

more autonomy and 
flexibility.  



Cost Per Unit of Service 

Program expense 
 

Units of service 

This calculation is 
valuable if the 

organization uses 
program-based record-

keeping and has an 
identifiable “unit” of 

service. Evaluates 
financial efficiency and 

identifies changes of 
costs over time. 



Days Cash on Hand 

Cash and current 
investments 

 
Daily cash required 

Daily cash required = 
Annual expense budget 

minus non-cash 
expenses, pass-through 

funds, and unusual, one-
time expenses/365 



Current Ratio 

Current assets 
 

Current liabilities 

An indication of the 
organization’s ability to 

pay obligations in a 
timely way (within 12 

months). 
 

A current ratio of <1 can 
be an indication of a 

future cash flow problem. 



Net Asset Review 

Review the net asset 
section of the balance 

sheet 
 

Assets=Liabilities + Net 
Assets 

 
Assets – Liabilities = Net 

Assets 

• Net assets are the 
nonprofit equivalent 
of equity or capital 

• Not all net assets are 
the same because of 
restrictions 

• Unrestricted net 
assets are a 
nonprofit’s cushion 
for emergencies and 
new opportunities 



 
 
 
 
 
 

nonprofitsassistancefund.org 
 

612.278.7180 
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