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Who are We?

Danitra 
Mason, CPA

•Controller, The Pittsburgh Foundation
•Pittsburgh native
•Graduate of the University of Pittsburgh, College of Business 

Administration
•9+ years in Public Accounting
•8 years at the Foundation

Beth Mellon

•Senior Accounting Manager, The Pittsburgh Foundation
•Pittsburgh native
•B.S. in Business Administration from Robert Morris University
•30+ years of experience in nonprofit accounting, taxation, payroll
•10+ at the Foundation



Why are we here?

“Cash rules everything around me” 
-Wu-Tang

Presenter Notes
Presentation Notes
Every organization, regardless of its stated mission, requires some level of financing to support its objectives. In a capitalist society cash is the fuel that helps us access the resources we need to accomplish our goals. Those resources come in the form of people, physical space, and objects. As leaders you have a responsibility to not only understand how to raise money for the sake of your mission, but you should also be aware of how that money flows through your organization. Having an accounting degree may be helpful but it is not required. Our goal is to provide you with a baseline understanding of what you need to know about your organization’s accounting without ever taking a college level course. 



What can you expect from us?

Answers to these questions:
• What is a budget and how do I prepare one? 
• What are the standard components of financial information that I should 

understand?
• What are the primary regulatory requirements related to my organization’s 

finances?

An excessive amount of details

Honest answers

Presenter Notes
Presentation Notes
In the next 2.5 hours, our goal is to provide you with enough information that you can answer these questions when you leave. You will not remember every word, just log the key items to memory

Please ask questions!



What do we expect from you?

Be Present
• Please be attentive
• Take notes if desired

Ask Questions

Open dialogue

Presenter Notes
Presentation Notes
Please be in the moment. If you need to respond to a message or step away for a call please do, but we ask that you be as present as possible while you’re here. Take notes, sketch if needed.
You are welcome to ask questions throughout. We want to have an open dialogue so you that you walk away with the information that you need. If we can’t answer on the spot we try to follow-up.



Agenda

Internal 
Reporting

• Budgets and 
Cash Flows

External 
Reporting

• Financial 
statements

• IRS Form 990

Compliance

Matters

• Filing 
Requirements

• Internal 
Controls

Wrap-up

• Takeaways and 
Q&A



Who is involved in financial oversight?

Organization’s 
management Bookkeepers/CPAs Board

Auditors Public/Funders

Presenter Notes
Presentation Notes
As chief officers of your organization, you are considered responsible for the fiscal oversight of your organization’s and providing transparent financial information to other stakeholders involved. Depending on the organization’s size and budget, you may be able to employ one or more accountants as part of your staff or through a bookkeeping firm. The board of directors also has a fiduciary responsibility for reviewing the organization’s financial records periodically as part of their due diligence. 

If an audit is required (will discuss more later), then external accountant may be involved as well. 

In addition, various funders may request financial information as part of the evaluation of their fiscal health. 



Internal Financial Records

Budgets

Cash Flow Projections

Presenter Notes
Presentation Notes
Internal financial reporting references the reports that are prepared for an organization’s management and board which are intended to assist in evaluating an organization’s performance and planning for the organization’s future. The format of the reports are often customized to the organization and the information is key to developing a sustainable strategy. For today we will focus on common reporting including budgets and cash flow projections.







Budget:

An estimate of 
income and 
expenses for a set 
period of time

Presenter Notes
Presentation Notes
A budget is an estimate of an organization’s income and expenses for a set period of time, usually 1 year. They serve as a visual projection of the resources that a person or organization expects to receive during the period vs. the resources that are needed to fulfill their objectives. Budgets are generated for planning purposes so that those in charge of governance can determine how to focus their efforts based on the resources available. 

For not-for profit entities, it is often expected that the budget will balance at $0, meaning that total budgeted income will equal total budgeted expenses as it is not our objective to earn substantial profits nor should we set a target to lose money. By definition, a not-for profit organization is an entity that reinvests all earnings back into its mission rather than distributing them to owners or shareholders. However, this can vary in any given period based on a variety of factors. If the organization has overflow from prior years they may be okay to project a deficit in the current period. There may also be years when the organization anticipates future shortfalls or is planning for major projects. 

Budgets are typically prepared by staff/bookkeepers and are presented to the board prior to the start of the new year for board level approval.



Methods for Budget Preparation

Zero-Based

Traditional/Incremental

Activity-based

Presenter Notes
Presentation Notes
A zero-based budgeting starts from scratch and is often the most conservative approach in terms of fundraising. The preparer considers the income that has been promised or is more than likely to be received during the period, and allocates every dollar to an expense. Expenses are only considered to the extent that there is income to cover it. It requires the preparer to truly consider what is needed as some things that the organization wants may not be covered. The advantage of zero-based budgeting is that you are unlikely to experience a loss. The disadvantage is that by being overly conservative you may forego resources that seem unnecessary but could ultimately provide substantial benefits.

Traditional or incremental budgeting is the easiest and least thought-provoking approach that is best to employ after at least year one of operations. You start with actual expenses from the prior year, assuming all expenditures were prudent and necessary, and adjust expenses up or down for inflation and changes in project plans. For example, if your rent increased by 3% you’d increase budgeted rent by 3%. If you’re salary costs are expected to decrease because of staffing changes, you would incrementally remove the relative costs from your salaries and benefits projections. Based on the adjusted expenses, you set an income target that may or may not require additional fundraising. While the advantage to this is saving time in preparation, you can easily end up incurring expenses that are no longer needed just because it’s what you’ve always done. There’s also an inherent assumption that income is just as variable as expenses, and that your fundraising targets can continue to increase with expenses.

Activity based budgeting is similar to zero-based as every expense must be justified, but instead of allocating expenses from the lens of income, you start by looking at your programs and activities. The preparer evaluates the resources that the organization needs to achieve their goals for the period in granular detail, assigning a monetary value to each resource. Every cost is therefore justifiable since it is only included if absolutely needed. Once resources are fully evaluated, you project the income needed to cover those resources and set your fundraising target accordingly. This approach requires the most upfront investment but can be particularly helpful when the organization is looking to expand and/or right size their operations. 

Most organizations will use all three methods over time. You’ll likely want to start out with a zero-based budget approach when starting new programs, switch to an activity-based budget once you have some understanding of the resources needed for the work and you’re ready to refine your strategy, then employ a traditional budget approach in periods when you just need to maintain operations. In seasons like this current one where income is uncertain, you may find it safest to return to the zero-based method to ensure long-term stability.



Types of Budgets

OPERATING PROGRAMMATIC CAPITAL

Presenter Notes
Presentation Notes
Once you decide how you will approach the budgeting process, you should then determine what type of budget you are creating.

Operating budgets are intended to project an organization’s day-to-day activities, outlining both projected revenues and expected recurring expenses for a specific period, typically one year. This is your broadest budget that should include everything needed to keep the lights on. Operating budgets are typically prepared annually during the quarter before your next fiscal year. It may take time to get it right, but once the organization has been operating for some time it is not expected for the operating budget to change significantly from year to year. For this reasons, most established organizations follow a traditional budgeting method when creating their operating budgets.

Program budgets forecast the revenues and expenditures for a specific program, project, or service, allowing organizations to track costs, allocate resources, and evaluate effectiveness. Unlike operating budgets, program budgets may cross different periods of time depending on the nature of the specific program. Most funders and lenders request a programmatic budget when you apply for a program specific grant. They are trying to understand how the funding they provide will be utilized. If this is a new or multi-year program, you’ll want to employ an activity-based approach when developing your budget. It will be important to evaluate the resources needed to successfully execute the program so that you can ensure your pursue sufficient funding. Don’t just think about the big items like space, direct program staff, our supplies. Also consider the overhead costs involved. Do you need marketing? Are there any experts involved that you need to consult with? What about your time that is being allocated to this specific program? All of those items should be included. Most funders are okay with providing additional resources if they can see how it fits in the big picture.

Capital budgets are a specific type budget that shows the allocation of money for the acquisition or maintenance of fixed assets or other long-term investments. These are budgets specific to the acquisition of land, buildings, and equipment. Capital budgets usually exceed one year as it takes time. Depending on your mission, you may rarely if ever need to prepare a capital budget.



Budget Components

Income

Expenses

Net 
Surplus

Net 
Deficit

Presenter Notes
Presentation Notes
Revenue – Income to the organization. What inflow do you have to fund operations or programming.

Expenses are the costs incurred to do the work. 


The net of these components equates to the net surplus if revenue exceeds expenses, or net deficit if expenses exceed revenue. Because none of us can perfectly predict the future, you will likely end up on one side or the other in any given period even if you plan break-even. Keep in mind that if the surplus is the result of a programmatic grant, you may have to return cash to the funder. This should be explained in the grant agreement.




Budget Components

• Grants and Contributions
• Government Contracts
• Service Income (Memberships, Program fees, etc.)
• Investment Earnings

Income

• People (Wages, Benefits, Travel, etc.)
• Rent/Facility Costs
• Supplies, Meals, Etc.
• Services (Consulting, Legal, Accountants, etc.)
• Other Admin (Software, Marketing, etc.)

Expenses

Presenter Notes
Presentation Notes

Grants can be from Foundations, Corporations, and/or government entities. Usually associated with a formal agreement indicating terms/conditions of income. Can be conditional (e.g. used for a specified purpose or period of time) or unconditional (e.g. used at the organizations discretion). Traditionally, conditional grants are most common but create uncertainty and pressure for the organization as they must ensure dollars are used for the specified purpose and often have to report back to the donor(s). If funds are not used for the intended purpose, they may be required to return a portion or the entirety of the grant

Contributions are generally unconditional gifts from individuals and/or organizations to the entity. There are various IRS rules defining contributions and the support needed to properly accept and receipts gifts

Fee Income is generated from services provided by the organization. For example, most museums charge a membership fee for admission, some out of school time providers charge a program fee for enrollment. Unlike contributions, these are not tax deductible to the donor through they generally do not generate tax for the organization as long as the fees support the underlying mission of the organization. Determining the right fee to charge is dependent on other sources of income and related expenses.

Some organizations may also generate investment income if they invest their assets through general stock investments or creation of endowments.


For most service-based organizations, salaries and benefits are the highest costs. This includes the employer portion of benefits such as healthcare, retirement contributions, and other professional development costs. Some organizations work around this by utilizing volunteers who work for free.

Rent and facility costs are also often a large costs. For organizations that own their space, this includes costs of maintenance and repairs which can become costly over time. 

Other expenses may include items such as food for events, supplies for students, and other misc. items needed to fulfill the mission. 

Professional costs correlates to the external experts employed as consultants, legal advisors, accountants, etc. Other operating costs include things like website fees, postage for mailings, office supplies.






Return on 
Investment

Contractors

Acquisition 
Costs

Contingencies

Financing/Debt

Professional 
Fees

Insurance

Capital Budgets

Presenter Notes
Presentation Notes
A capital budget is used to evaluate the funding for a major long-term investment, such as purchasing a building or expanding operations. These are usually investments that require multiple periods of planning and projections. In a proper capital budget, you should evaluate all costs incurred to bring the asset to a point it can be used, and compare that to the time need to generate revenue. If you believe that you non-profit needs to purchase a building instead of renting, part of your capital budget should include an evaluation of how the acquired space will generate more value over time than a lease.



Budget vs Actual Analysis
How is the organization actually doing vs plan?

Are we over/under budget and why?

Can we explain large variances?

Should we temporarily (or permanently) pivot?

Presenter Notes
Presentation Notes
As the year progresses, the organization should continue to evaluate actual activity vs the initial budget that was created. Most often budgeted activity is spread straight-line such that it is assumed that income/expenses will be equally dispersed throughout each month of the year. Real life is rarely that straight-forward. Income is usually sporadic, peaking during year-end appeals or large fundraising events. Conversely expense are usually high at the start of a program or operating year. 

It is not unusual to see large fluctuations throughout the year due to timing. What is important is that you explain the cause and effect with some level of certainty. In some instances, there may have been unexpected events that require re-strategizing. For example, an organization may have budgeted for significant inflows from a specific funder who changes their grantmaking strategy after the new year. In those instances, it is advised to revise the budget to account for the lost income and review with the board. If you notice that the organization you serve is continually over/under budgeting each year, it may indicate a need for further interrogation. Perhaps you were too conservative in their spending. Perhaps they are not conservative enough resulting in strain on those involved in fundraising. The intent is to utilize this as a tool for ongoing planning and strategizing. No one can accurately predict the future.





Additional 
Questions

What is the probability that my 
organization will receive the budgeted 
funding? Is there a back-up plan?

When assessing membership/service 
fees, have we accounted for indirect 
costs?

What are we missing? Did we account 
for inflation?

Presenter Notes
Presentation Notes
Understand why the budget is or isn’t balanced (net’s to $0). If there is a projected deficit due to funding shortfalls, inquire if there are other sources of income available. If not, how can the board support with fundraising? If the budget is projecting excess, how is the excess being used. 

When looking at revenue, inquire about grant conditions. If all income is based on restricted grants, do they need additional income to cover general operating costs (such as utilities or administrative staff salaries) that may not be covered by restricted grant income? Are there many sources of income or are there a few key funders? If there are few, consider there may be a risk if that funder changes their stance. 

When determining fees for services, have we considered indirect costs, such as rent and software costs that my be allocated? If so, are fees covering costs or do we have to make the shortfall up somewhere else?

When reviewing expenses, it’s important to consider all possible scenarios and be conservative. Do salary projections include bonuses or cost of living adjustments? Should it? Are healthcare costs expected to change? Are we including the little things like replacing vehicles, copies, postage? Little costs can add up and when they are not accounted for it can add a cash burden to the organization.

If possible, build in a cushion (i.e. overstate costs) to account for the unanticipated costs that are bound to occur.




Cash Flow 
Projections
A projection of the 
organization’s cash inflows 
and outflows over a period 
time.

Presenter Notes
Presentation Notes
Similar to budgets, cash flow projections are another way to visualize the organization’s planned activities with a focus on mapping when cash inflows and outflows will occur. This can be especially helpful for organization’s that are new and/or very cyclical. The goal is to predict the organization’s ability to cover its expenses when incurred. Some organization’s run into trouble when most of their assets are not liquid. For example, they may own a lot of property which is helpful in the long term for operations, but they are unable to pay expenses due in the immediate future because they don’t have sufficient cash on hand. 

If the organization forecasts that most of its cash flows will occur later in the year, but most expenses are incurred early in the year, staff and the board will need to evaluate the availability of savings, other fundraising opportunities, or debt in the form of a loan or line of credit to cover the cash shortfalls. Conversely, organizations that have large inflows may consider investing the excess cash for additional income.





Budgeting 
and 

Forecasting 
Takeaways

Budgets and cash forecasts provide estimates 
of the organization’s future financial activity.

Be careful to consider all resources needed 
when budgeted.

Non-profits typically target a balanced 
budgets.

Budgets and forecasts should be revisited 
throughout the year.



External Financial Records 

Financial Statements

Form 990

Presenter Notes
Presentation Notes
Internal financial reporting references the reports that are prepared for an organization’s management and board which are intended to assist in evaluating an organization’s performance and planning for the organization’s future. The format of the reports are often customized to the organization and the information is key to developing a sustainable strategy. For today we will focus on common reporting including budgets and cash flow projections.







Financial 
Statements

The formal records of an 
organization’s financial activity and 
account balances.

The financial story of a past period 
or point in time

Presenter Notes
Presentation Notes
The financial statements are the common baseline for external financial reporting. 

Financial statements are the records of an entity’s financial activity over a specified period of time, and the account balances as of specified date. When viewed collectively and with a basic understanding of what each account represents, the statements can assist in supporting the narrative of an organization’s operations and mission.

Each organization should present an updated set of financial statements to its board at each meeting date. The financial statements presented may be for internal use only, such that they do not strictly adhere to U.S. generally accepted accounting principals (GAAP) and should be as of the most recently closed period available. Statements can be prepared monthly, quarterly, or annually as needed.




Primary Statements 
Balance Sheet (Statement of Financial Position)

Income Statement (Statement of Activities)

Statement of Functional Expenses (Non-Profits Only)

Cash Flow Statement

Presenter Notes
Presentation Notes
There are 4 standard statements that an organization should maintain :
 
1. Balance Sheet: Presents all financial assets and liabilities of an organization at a point in time (usually month, quarter or year end). In other words it tells you what the organization has (or doesn’t have) as of a specific date.

2. Income Statement: Shows all of the activity for the organization over a specified period of time (one month, quarter, year, etc.). Should include cash and non-cash transactions.

3. Statement of Functional Expenses: Required for non-profits only. Newer statement that expands expenses based on their natural classification (will discuss more later)

4. Cash Flow Statement: Summarizes the organization’s activity over a period of time on a cash basis.

Financial statements should present the balances and activity for two comparative periods. The current period and the respective time in the prior year for comparison.



Balance Sheet 
(Statement of 
Financial 
Position) 

Presenter Notes
Presentation Notes
The balance sheet consists of two primary sections: 1) Assets and 2) Liabilities and Net Assets. The total of these two components should always be equal to each other i.e. be in balance. 

Assets represent everything the organization currently has a legal right of ownership to. Assets listed in order of their liquidity – i.e. the ease in which you can convert them to cash. Cash is always at the top and any property plant and equipment owned is typically at the bottom as it would take more time and effort to sell to convert to cash. In the middle you’ll see common asset groups such as receivables and investments. Receivables represent money owed to the organization either because of services rendered or resulting from pledged gifts. They can be due within 1 year or over several years and are only presented if the receipt is legally enforceable. 

Liabilities represent what the organization owes to other entities or individuals. This can be anything that we’ve received an invoice for but haven’t paid yet, or it can be expenses that we’ve incurred and don’t have an invoice for yet but we can estimate how much we owe for the service/items received. 

Pay attention to the ratio of cash vs. long-term assets. Some organizations have large asset values but very little liquidity. Do they have enough cash available to cover short term liabilities? Will discuss more when looking at forecasts.

Net Assets represent the equity of the organization. It’s the net of all assets and liabilities (what is owned vs what is owed). It is summarized to show what net assets are restricted due to a limitation on how or when the money is used, vs. what is unrestricted which means the organization is free to use it how and when they choose.





Income 
Statement 
(Statement of 
Activities)

Presenter Notes
Presentation Notes
The income statement has two main vertical sections: revenues and expenses.

Revenues and other income are presented at the top and are amounts that were received by the entity. They can be cash receipts or committed promises of future cash receipts. Non-profits primary revenue is generated by contributions that are unconditional donations to the organization. There may still be restrictions on how/when the money is used, but once the organization has received the funding it is considered theirs to keep barring major exceptions. Other forms of income may be earned for specific events (e.g. sponsorships) or earned from other assets (e.g. interest income from investments).

Expenses are typically transactions for which the entity receives a good or service that we was pay for (or will pay for at a future date) either with cash or bartered services. They may also represent funds granted out to others as it that indicates money out the door. For non-profits, expenses are typically summarized on the statement based on 3 high level categories: Direct Program Expenses, Development (Fundraising), and Administrative/Operating expenses.

At the bottom of the statement is a reconciliation of revenue less expenses. If everything is properly included, the net assets at the beginning plus the net activity should equal the net asset balance at the end of the period. Ideally the net activity will always be positive, but it could be negative if the organization incurred more expenses than revenue. 

The activity is further broken down between the activity that is restricted for use in certain activities and the activity that is unrestricted. Activity that is restricted is intended for a specific program and/or period of time. Income that is without restriction may be used at the organization’s discretion. Once the restriction has been fulfilled, the activity is “released from restriction”. Point of note: Organizations that receive a high volume of program restricted grants may have difficulty covering operating costs. This will be something to keep in mind when evaluating their budget.





Statement of 
Functional 
Expenses

Presenter Notes
Presentation Notes
The statement of functional expenses is a newer statement for non-profit organizations to breakdown the expense activity based on their natural classification. It is an expanded view of expenses from the statement of activities. The columns represent the high level functions that the expenses were allocated to and the totals of those columns should agree to the expense totals on the income statement. The rows show the actual expense category and how they were allocated to functions. For example, salaries are the natural classification, and in each column you can see how the salaries are divide by the high level activities. 



Cash Flow 
Statement

Presenter Notes
Presentation Notes
The Cash Flow statement is exactly as it sounds. It presents how cash came into the organization and how it flowed out. It’s presented in 3 primary categories: CF related to operations, investing activities, and financing,

Cash flows from operating activities takes all the programmatic activity from the income statement and reconciles out anything that was not cash related. For example, the entity may have recorded $10M of income on the income statement but only $6M of cash has been received. The $4M remaining is the value of what’s been committed by the donor to pay in a future period still counts as income, but because the cash has not been received the value is deducted from the cash flow statement.

Cash flows from investments are going to be any income/expenditures for investments of stock or property. This is going to be purchases or of sales of new investments which could be stock or tangible property.

Cash flows from financing are typically related to outstanding debt and will include cash received from business loans or interest paid on the loans. 

Like Statement of Activities, the bottom of the cash flow statement includes a reconciliation at the bottom to verify that the balance of cash at the beginning of the period plus the net activity (cash in less cash out) equals the balance of cash at the end of the period. 



Other Items 

• Audit Opinion

• Notes to the Financial 
Statements

• Supplemental Schedules

Presenter Notes
Presentation Notes
Most financial statements will include a reference to whether or not they’ve been audited. An audit is when an independent accounting firm reviews the organization’s activity in depth to provide a certification that the amounts presented are materially accurate. It’s a means of giving credibility to the financial statements that are prepared by the organization. Any entity can have their financial statements audited but the process can be expensive to complete. An audit is only required for entities who generate a certain amount of income annually. Thresholds vary by state. In PA, an audit is required after $750K in contributions/revenue is generated. Federally there is also requirement for a special audit if an entity receives more than $750K in revenue from government grants. Those who aren’t required to be audited may also request an audit for credibility purposes, including banks, foundations, or corporate donors prior to approving a business transaction.


When an audit is completed, the audited financial statements will be preceded by the independent auditors’ report. The report is a 1-2 page letter written from the audit firm that summarizes the work completed, the authoritative guidelines followed, and concludes with an opinion on the validity of the financial statements. A positive audit opinion will state that there were no material errors in the financial statements detected based on the procedures performed. This doesn’t mean there were no differences or errors because some differences are expected, but based on the procedures performed the auditors didn’t find anything that would be considered misleading or significantly flawed. If there are significant differences found the auditors may add a qualifying statement that indicates the area of concern, a disclaimer of opinion due to there being insufficient information provided to reach a conclusion, or an adverse opinion due to the statements being materially inaccurate in presentation. The opinion is generally addressed to the organization’s audit committee made up of board members. 

If bankruptcy is imminent, you may see a going concern opinion which means there is concern they will not be able to meet funding needs for the next year.


The notes that follow the financial statements are a narrative to expound upon the accounting policies of the organization and provide narrative context to each significant line item from the financial statements. They generally begin with a summary of who the organization is and how they operate. 

Many entity’s will include their financial statements on their website for transparency, although this is not required. 

Audited financial statements must be presented to and approved by the board annually.



Financial Statement Takeaways

Audited financial statements, if required, may provide assurance that the 
information presented is materially accurate and complete.

Management is responsible for providing financial information to the board 
for their review and understanding.

Financial statements provide historical context.



Other 
Reporting

Annual reports

Other marketing and 
publications

Presenter Notes
Presentation Notes
Many organizations issue annual reports that include financial data and metrics. This information is intended to highlight the organization’s achievements and progress towards stated goals and objectives. This information is often skewed to appeal to external constituents, including funders and communities served, and is rarely audited. Board members should celebrate the achievements while understanding the underlying bias.

Information may also be presented via graphics and charts on the organization’s website and social media platforms. 



Form 990 – What is It? 

NOT a tax return, it is an “information” return

Filed by organizations that have been granted tax-exempt status by IRS

990 series: Form 990, 990-EZ, 990-N Postcard, 990-T and 990-PF

Possible additional schedules –16 total for Form 990; 8 for Form 990-EZ

Six-month extension available – final due date 11.5 months after year end

Orgs eligible to file a 990-EZ may still opt to file the full 990 voluntarily

Failure to file Form 990 / 990-EZ / 990-N for three consecutive years results in loss of tax exemption

Strongly suggested review by members of the board

Presenter Notes
Presentation Notes
The IRS Form 990 provides a public narrative of the organization’s program activity and financial information. A full 990 report will include the audited financial statements and additional information regarding governance of the organization including a list of its board member and salaries of key officers and employees.




Form 990 - filing requirements

Gross Receipts Total Assets File Form
Less than or equal to 
$50,000 990-N Postcard

Less than $200,000 AND Less than $500,000 990-EZ or 990

At least $200,000 OR At least $500,000 990

Presenter Notes
Presentation Notes
-Due 5.5 months after year end; extension to 11.5 months
-Different filing requirements on gross receipts & assets
-990s are submitted to the state and IRS
-Usually requires sign off by an officer of the entity and accountant




Form 990/990-EZ  Public 
inspection/disclosure

Form 990/990-
EZ and 990-T 

are required to 
be made 

available to the 
public

Schedule B is 
NOT subject to 

public 
disclosure

Request can be 
made directly 

to the 
organization in 

person, by 
phone or in 

writing/email

See Appendix 
D of 

instructions for 
internet posting 

requirements

If providing 
990/990-EZ on 
your website, 
use “PUBLIC 

DISCLOSURE” 
copy



Form 990-N Postcard

990N is a “postcard” submitted electronically thru IRS website

Orgs with gross receipts less than $50k are eligible to file

• Organization’s EIN (Tax ID) 
• Tax year (ending 6/30, 12/31 or other)
• Legal name and mailing address
• Other names the org uses
• Name and address of a principal officer
• Website address
• Confirmation that gross receipts are $50k or less
• If applicable, statement that org has terminated or planning to

Items needed to file:



Who is looking at your 990 / 990-EZ?

The IRS! State regulatory 
authorities:

Are you 
registered to 

solicit with PA 
BCO?

Does your org 
have PA sales tax 

exemption?

Are you 
registered to 

lobby with PA 
DOS? 

The media / public 
(local news 
coverage)

Potential funders / 
Grantmakers / 

donors and peers

Potential board 
members or 
employees

General public via 
websites and charity 

rating agencies



Form 990 / 990-EZ – Important Sections

Primary exempt purpose / mission statement

Program Service Accomplishments

Officer/Director Board Listing

Compensation reporting

Other information – additional schedules
• 990: 16 possible additional schedules
• 990EZ: 8 possible additional schedules (A, B, C, E, G, L, N, O)



Form 990 vs. Form 990-EZ

Similarities

• Program service accomplishments
• Officers/Directors Board Listing
• Compensation/benefit reporting
• Revenue, expenses, net assets

Differences

• 12 pages vs. 4 + possible schedules
• 990 reporting more detailed (financials, governance, 

activities, functional expenses)
• 990 provides two-year dashboard for readers
• 990 has more trigger questions = more possible 

schedules
• 990 more opportunity for transparency



990 Takeaways

Form 990 tells a financial story to the 
reader.

Not all organizations have the same 
filing requirement. 

Review trigger questions for 
additional schedules.

Suggested to present to your board.



Form 990 Resources

• Form instructions (https://www.irs.gov/forms-instructions)
•Appendices provide detailed information
•Glossary is very helpful with definitions
•Check the “What’s new” section each year

• Form 990N e-Postcard: https://www.irs.gov/pub/irs-
pdf/p5248.pdf

• Candid (GuideStar) (https://www.guidestar.org)

• Charity Navigator (https://www.charitynavigator.org)

https://www.irs.gov/forms-instructions
https://www.irs.gov/forms-instructions
https://www.irs.gov/forms-instructions
https://www.irs.gov/pub/irs-pdf/p5248.pdf
https://www.irs.gov/pub/irs-pdf/p5248.pdf
https://www.irs.gov/pub/irs-pdf/p5248.pdf
https://www.guidestar.org/
https://www.charitynavigator.org/


Compliance Matters – State Level

PA Department of State  
www.dos.pa.gov

•PA Annual Report 
(www.File.dos.pa.gov)

•PA Bureau of Charitable 
Organizations

•Filing in other states –
“Donate Now” button?

PA Department of Revenue  
www.revenue.pa.gov 

•1099-MISC withholding 
tax

•PA Small Games of 
Chance License

•PA Sales Tax Exemption

http://www.file.dos.pa.gov/
http://www.revenue.pa.gov/


Compliance Matters – State and Federal

Form W-9 

Standard data 
collected from 
your vendors

Form 1099

Independent 
contractor vs. 

employee

Reporting 
requirements

Payroll related 
employment filings

If engaged with 
outside 

provider, make 
sure they’re 

filing



Compliance Matters – Best Practices

Organizational policies
• Conflict of Interest policy
• Document Destruction & 

Retention policy
• Whistleblower policy
• Gift Acceptance policy

Acknowledgement Letters



Internal Controls

Segregation of 
Duties

• If/when 
possible, 
involve 2+ 
parties

• No one 
person 
should have 
sole access to 
your $

Authorized 
Signers

• Staff
• Board
• Backup

Account 
Reconciliations

• Are you 
verifying 
your records?

• Who is 
checking the 
work?

Closing 
Procedures

• Monthly, 
quarterly, and 
annual

• Set deadlines 
for 
accountability

Presenter Notes
Presentation Notes
Internal controls are the systems of policies and procedures that an organization implements to ensure reliability of financial reporting, operational efficiency, and compliance with laws and regulations. These mechanisms help prevent and detect errors and fraud, safeguard assets, and achieve organizational goals. 

One standard example is enforcing segregation where you divide who has access to perform certain process and view and/or input information. For example you don’t want the same individual issuing payment to also be the only person who has access to the bank account. If/when possible, you’ll want to have another person reviewing the data to ensure fraud.

In smaller organizations you may not have enough staff to enforce proper controls. In this instance you may utilize a member of your board. Some organizations require that a board member (President, Treasurer, etc.) sign off on any major contracts or large payments. That person is essentially an authorized signer. If possible, make sure you have backups in place in the event that someone is ill or wins the lottery.

Account reconciliations involved comparing transaction data from one source to your financial record to verify that your records are complete and accurate. Most of you regularly perform a reconciliation of your personal checking account or credit card statement. The same should occur for your organization.

Closing procedures corresponds to what you do and how frequently you record and reconcile account information. At a minimum, you should review your information annually. Best practice is to close monthly my mid-month or month end. Since you are required to present financial information to your board, you may also consider if quarterly procedures are relevant. This could be a conversation with your accountant.



Finding the Right People

Book-keepers 
vs CPAs

Financial 
Advisors

Payroll 
Providers

Presenter Notes
Presentation Notes
There are a variety of service providers available to assist organizations and individual artists. Bookkeepers may be employed hourly or full-time to assist with maintaining the organization’s financial records. Bookkeepers are not required to have an accounting degree, therefore verifying their experience is strongly recommended. Certified Public Accountants are required to not only have an undergraduate degree in an accounting related study, but they are also required to undergo hours of testing and minimum work experience for certification. For most day to day accounting, hiring a CPA is not necessary and can be expensive. CPAs are recommended for periodic review of the organizations financial statements and can also be helpful with strategy.

Financial advisors are generally helpful with developing a financial plan, particularly in the field of investing. 

Payroll and benefit providers can assist with managing employees. Not only do they assist with reviewing and issuing wages, they can also be helpful in preparing and submitting tax filings on the organization’s behalf. There are a variety of regional and national providers that can assist organizations of various sizes. Not only do you want to factor in cost, but you’ll want to evaluate the provider that understands your local and state regulatory requirements including any specific nuances for your industry.



In Summary

Management and board members 
have a fiduciary responsibility to 
review and understand the 
organization’s financial 
information.

Detailed budgets and periodic 
review can assist with strategy 
and efficient resource allocation.

Financial statements and other 
reports tell a numeric story of the 
organization’s past operations 
and future sustainability.

Be mindful of required filings that 
are applicable to your 
organization.

Trust but verify; enforce sufficient 
controls when possible.

When in doubt ask the experts, 
you do not have to know it all.

Presenter Notes
Presentation Notes
The board is meant to provide oversight and be a resource to staff. Understanding the organization’s financial history and future is a key component when targeting that oversight and resource needs. Board members should be invested enough in the organization’s sustainability to ask questions for understanding, while not imposing by creating additional labor for staff. At the end of the day, trust your instincts.




Thank you!
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