
What the Numbers Are Saying 
(or NOT saying)

An Introduction to Nonprofit 
Financial Documents

Presented By: Jennifer Ahern Lammers



Today’s Agenda

• Looking Forward: 
– Budgeting 101

• Looking Back: 
– Financial Statements Tell a Story

• Clarity Counts: 
– The New IRS Form 990

• Who’s Watching: 
– Making the Most Web Resources & Watchdogs



The Budget



Standard Budgets



Budget Presentations



Functional Expense Presentation



Salaries



Fringe Benefits



Fringe Rates Vary



OTPS

• Occupancy

• Utilities
• Telephone/Internet

• Supplies
• Travel

• Printing

• Professional Fees
– Legal
– Financial
– Fundraising

• Depreciation

• Reserves
• Administrative Fees



Category Presentation



Ideal Budgets



Financial Statements



To Audit or Not?



Unaudited



Compilation



Review



The Audit Process



Audited Statements

Must Include:

• Audit Opinion
• Balance Sheet

• Statement of 
Activities

• Statement of Cash 
Flow

• Notes

Should Also Include:

• Statement of 
Functional Expense

Be Accompanied By :
• A Management 

Letter



Opinions



Negative Opinions

If the an organization has a qualified 
opinion, it is important to understand 
what, if any, corrective actions have 
been taken and/or the reasons why 

they may have elected to deviate from 
GAAP



Statement of Financial Position



Terms

• Assets 
– Any resource, object, 

or right of 
measurable financial 
value:

• Liquid assets (cash, 
cash owed, and 
negotiable instruments)

• Non-liquid assets 
(buildings, supplies, etc. 
not easily turned into 
cash)

• Liabilities 
– Any outside claim on 

assets:
• Accounts payable
• Accrued expenses
• Outstanding loans



Thinking it Through



Net Assets

Should match the excess or deficit identified 
at the close of the year on the Statement 

of Activities



Balance Sheet Information



Can the org cover its liabilities?



How dependent is the org on 
borrowed money?



How does this compare?



Statement of Activities



Revenue Format



Unrestricted

Unrestricted revenues are those funds the 
organization earns or receives for which 
no donor-imposed stipulation has been 

made



Temporarily Restricted

Temporaryrestricted revenues include those 
contributions for which a donor has specified a 
particular use or time period. Temporary 
restricted contributions are released from 
restriction when the stipulation is met 

For example, if an organization receives a grant 
for a particular program, the restriction is met 
when the organization incurs expenses for that 
program



Permanently Restricted

Permanently restricted funds are made to an 
organization’s endowment. These funds may not 
be used for any other purpose and are never 
released from restriction, generally speaking

Quasi-endowments and/or Board Designated 
Funds are not permanently restricted and may 
be released for use at a later date according to 
the organization’s spending policy or board 
discretion



Expenses



The Activities Statement
Tells Us



How reliant is this org on 
contributions?



How does this org spend its 
money?



How efficient is the organization’s 
fundraising strategy?



Statement of Functional 
Expense

• Required for all health and welfare organization

• Recommended for other nonprofits
• Provides a detailed break down of expenses by 

category and function
• Very useful in reviewing an organization’s 

priorities

• Look for those items which amount to more than 
20% of expenses



Notes: Last but Not Least



IRS Form 990



IRS Form 990



Parts I, II &III

I – “Revenues, Expenses, and 
Changes in Net Assets or Fund 
Balances”

Summarizes the non-profit’s 
sources of revenues, types of 
expenses, and changes in net 
assets for the year.

II – “Statement of Functional 
Expenses”

Itemizes the non-profit’s 
expenses, especially its 
overhead.

III – “Statement of Program 
Service Accomplishments”

Describes what the non-profit 
aims to accomplish (its program 
goals) and itemizes those 
programs’ expenses.  



Parts IV, V, &VI

IV – “Balance Sheets” Summarizes the non-profit’s 
Assets, Liabilities, and Net Assets 
at the beginning and end of the 
fiscal year.

V – “List of Officers, Directors, 
Trustees, and Key 
Employees”

Itemizes the salaries of the non-
profit’s officers, directors, 
trustees, and key employees.

VI – “Other Information” Asks the non-profit several 
questions regarding its financial 
actions throughout the year.



Parts VII, VIII &IX

VII – “Analysis of Income-
Producing Activities”

Itemizes the non-profit’s 
revenues throughout the year, 
such as from fundraising events, 
membership dues, etc.

VIII – “Relationship of Activities 
to the Accomplishment of 
Exempt Purposes”

The non-profit must explain how 
the revenue from Part VII was 
used and how it relates to the 
non-profit’s mission.

IX – “Information Regarding 
Taxable Subsidiaries and 
Disregarded Entities”

If the non-profit has a 50% or 
more interest in a taxable 
organization, the non-profit must 
report that income here.



Schedule A

I – “Compensation of the Five 
Highest Paid Employees Other 
Than Officers, Directors, and 
Trustees”

Itemizes the salaries of the non-
profit’s 5 highest paid 
employees.

II – “Compensation of the Five 
Highest Paid Independent 
Contractors for Professional 
Services”

Itemizes the salaries of the non-
profit’s 5 highest paid 
independent contractors.

IVA – “Support Schedule” 5-year historical perspective of 
the non-profit’s contributions, in 
order to determine public 
support.



Schedule B

I - Schedule of Contributors List of name and address of 
contributors who gave > $5,000 
to the organization.
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Goals of the New 990



Primary Changes



Highlights of the New Form



More on the New 990

http://www.irs.gov/charities/article/0,,id=171216,0 0.html



Watchdogs



For Questions or Follow Up

Jennifer Ahern Lammers
Trainer & Management Consultant
The Philanthropy Hub
www.philanthropyhub.com
jenn@philanthropyhub.com


