nonprofit financial statements examples

nonprofit financial statements examples provide essential insights into the financial health and
operational performance of nonprofit organizations. These statements are critical tools used by
board members, donors, grant makers, and regulatory bodies to evaluate how effectively an
organization manages its resources. Understanding the various types of financial statements and
their components is crucial for transparency, accountability, and strategic planning in the nonprofit
sector. This article explores the most common nonprofit financial statements examples, including the
statement of financial position, statement of activities, statement of cash flows, and notes to the
financial statements. It also discusses best practices in preparing and analyzing these documents to
ensure compliance with accounting standards and foster stakeholder trust. The detailed examination
begins with an overview of each statement type, followed by practical examples and explanations of
key terms and concepts.
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Key Nonprofit Financial Statements

Nonprofit financial statements examples generally include several core documents that collectively
present a comprehensive picture of an organization's financial status. These statements differ
slightly from for-profit financial statements due to the absence of profit distribution and the
emphasis on fund accounting. The key financial statements for nonprofits are the statement of
financial position, statement of activities, statement of cash flows, and the accompanying notes.
Each statement serves a distinct purpose in communicating financial data to stakeholders, reflecting
how resources are acquired, allocated, and utilized in pursuit of the nonprofit's mission.

Statement of Financial Position

This statement, similar to a balance sheet in for-profit businesses, reports the nonprofit’s assets,
liabilities, and net assets at a specific point in time. It provides a snapshot of what the organization
owns and owes, as well as the residual interest of net assets classified by donor restrictions. The
statement of financial position is essential for assessing financial stability and liquidity.



Statement of Activities

The statement of activities details revenues, expenses, gains, and losses over a specific reporting
period. It highlights the sources of income and how they are spent to fulfill programmatic goals. This
statement is analogous to an income statement but focuses on the change in net assets rather than
net income, emphasizing the stewardship of funds aligned with donor intent.

Statement of Cash Flows

This financial statement tracks the inflows and outflows of cash, categorized into operating,
investing, and financing activities. It helps stakeholders understand the organization’s cash
management, liquidity position, and capacity to sustain operations. Cash flow analysis is particularly
important for nonprofits due to their reliance on donations and grants.

Statement of Financial Position Examples

Examples of nonprofit statement of financial position typically include categorized sections for
assets, liabilities, and net assets. Assets are divided into current assets like cash and receivables,
and long-term assets such as property and equipment. Liabilities are similarly classified as current
or long-term obligations. Net assets are broken down into unrestricted, temporarily restricted, and
permanently restricted categories to reflect donor-imposed restrictions.

e Current Assets: Cash, accounts receivable, prepaid expenses
e Long-Term Assets: Land, buildings, equipment, investments
e Current Liabilities: Accounts payable, accrued expenses, short-term debt
e Long-Term Liabilities: Notes payable, mortgage obligations

e Net Assets: Unrestricted, temporarily restricted, permanently restricted

An example entry might be: Cash and cash equivalents of $150,000, accounts receivable of $25,000,
total assets of $500,000, current liabilities of $50,000, and net assets totaling $450,000.

Statement of Activities Examples

The statement of activities for nonprofits presents a detailed account of revenues and expenses,
often separated by program services and supporting activities such as administration and
fundraising. Revenues include contributions, grants, program service fees, and investment income.
Expenses are grouped by function to demonstrate how resources are allocated toward mission-
related activities.



1. Revenues: Contributions, grants, membership fees, investment income
2. Expenses: Program services, management and general, fundraising

3. Change in Net Assets: Difference between total revenues and expenses

For instance, a nonprofit might report $400,000 in total revenues, $300,000 in program expenses,
$50,000 in administrative expenses, and $30,000 in fundraising costs, resulting in a $20,000
increase in net assets.

Statement of Cash Flows Examples

The statement of cash flows for a nonprofit organization breaks down cash movements into three
categories: operating activities, investing activities, and financing activities. Operating activities
reflect cash generated or used in the core mission, investing activities show cash spent on or
received from asset purchases or sales, and financing activities capture cash related to borrowing or
repaying debt.

¢ Operating Activities: Cash received from donors, grants, program fees; cash paid for
salaries, supplies
e Investing Activities: Purchase or sale of property, equipment, investments

e Financing Activities: Borrowing or repayment of loans, issuance or redemption of bonds

As an example, cash flows from operating activities might be a positive $75,000, investing activities
a negative $40,000 due to equipment purchases, and financing activities a negative $10,000
representing loan repayments.

Notes to Financial Statements in Nonprofits

Notes to the financial statements provide critical context and additional detail to the numbers
presented in the primary statements. These notes explain accounting policies, clarify complex
transactions, disclose contingent liabilities, and describe restrictions on net assets. They are an
integral part of nonprofit financial statements examples, enhancing transparency and helping users
interpret the financial data accurately.

Common disclosures include:

e Summary of significant accounting policies

e Details of donor restrictions and timing



 Description of fixed assets and depreciation methods
e Information on outstanding debt and leases

e Contingent liabilities and commitments

Best Practices for Preparing Nonprofit Financial
Statements

Preparing accurate and comprehensive nonprofit financial statements requires adherence to
generally accepted accounting principles (GAAP) and relevant regulations. Best practices include
maintaining detailed records, using fund accounting to track restricted resources, and ensuring
timely and consistent reporting. Engaging qualified accountants familiar with nonprofit accounting
standards can improve the reliability of financial statements. Additionally, presenting financial
statements in a clear, understandable format helps build trust with donors and stakeholders.

e Regularly reconcile accounts and review financial data

e Separate unrestricted and restricted funds clearly

e Use standardized formats consistent with IRS and FASB guidelines
e Include comprehensive notes to explain financial figures

e Conduct external audits or reviews to validate accuracy

Implementing these practices ensures that nonprofit financial statements examples effectively
communicate an organization’s financial position, support strategic decision-making, and comply
with reporting obligations.

Frequently Asked Questions

What are the common types of financial statements used by
nonprofits?

Nonprofits commonly use three main financial statements: the Statement of Financial Position
(balance sheet), the Statement of Activities (income statement), and the Statement of Cash Flows.
These provide a comprehensive view of the organization's financial health.



Can you provide an example of a nonprofit Statement of
Financial Position?

A nonprofit Statement of Financial Position lists assets (like cash, investments, and property),
liabilities (such as accounts payable and loans), and net assets (unrestricted, temporarily restricted,
and permanently restricted). For example, it may show $100,000 in cash, $50,000 in accounts
payable, and $150,000 in net assets.

What does a nonprofit Statement of Activities example
typically include?

The Statement of Activities for a nonprofit shows revenues, expenses, gains, and losses for a specific
period. For example, it might list $500,000 in donations and grants, $300,000 in program expenses,
and $50,000 in administrative costs, resulting in a change in net assets.

How do nonprofit financial statements differ from for-profit
financial statements?

Nonprofit financial statements focus on accountability rather than profitability. Instead of equity,
nonprofits report net assets classified by donor restrictions. They emphasize fund accounting and
the use of resources in line with their mission.

Where can I find sample nonprofit financial statements for
reference?

Sample nonprofit financial statements can be found on websites of established nonprofits, the IRS
Form 990 filings, nonprofit accounting textbooks, and resources like the Financial Accounting
Standards Board (FASB) website or nonprofit support organizations.

Why are examples of nonprofit financial statements important
for new organizations?

Examples help new nonprofits understand proper financial reporting, comply with accounting
standards, and communicate transparency to donors and stakeholders. They serve as templates to
accurately present financial information and build trust.

Additional Resources

1. Financial Statements for Nonprofit Organizations: A Step-by-Step Guide

This book provides a comprehensive introduction to understanding and preparing financial
statements specifically for nonprofit organizations. It breaks down complex accounting concepts into
easy-to-understand language, with practical examples and templates. Readers learn how to create
balance sheets, income statements, and cash flow statements tailored to nonprofit financial
reporting requirements.

2. Nonprofit Accounting and Financial Statements: Practical Examples and Guidance



Focusing on real-world applications, this book offers detailed examples of nonprofit financial
statements, including charts and notes. It covers essential topics such as fund accounting, donor
restrictions, and compliance with regulatory standards. The guide is ideal for nonprofit managers
and accountants seeking clear, practical insights into financial statement preparation.

3. Understanding Nonprofit Financial Statements: Tools and Techniques

Designed for nonprofit board members and staff, this book demystifies financial statements through
illustrative examples and step-by-step explanations. It helps readers interpret financial data to make
informed decisions and improve organizational transparency. Case studies highlight common
challenges and solutions in nonprofit financial reporting.

4. Nonprofit Financial Reporting: Examples and Best Practices

This book compiles a variety of nonprofit financial statement examples from different types of
organizations. It emphasizes best practices in presenting financial information accurately and clearly
to stakeholders. Readers gain knowledge about regulatory compliance, audit readiness, and effective
communication through financial reports.

5. Mastering Nonprofit Financial Statements: A Practical Workbook

An interactive workbook designed to teach nonprofit professionals how to prepare and analyze
financial statements. It includes exercises that replicate real nonprofit scenarios, encouraging
hands-on learning. The workbook also explains accounting principles and reporting standards

relevant to nonprofit entities.

6. The Nonprofit Financial Statement Handbook

This handbook offers a detailed overview of the components of nonprofit financial statements, with
numerous sample statements included. It addresses challenges unique to nonprofit accounting, such
as restricted funds and grant tracking. The book serves as a valuable reference for finance officers
and auditors working in the nonprofit sector.

7. Creating Transparent Nonprofit Financial Statements: Examples and Strategies

Transparency is crucial in the nonprofit sector, and this book focuses on how to produce clear and
informative financial statements. It provides examples illustrating how to disclose financial
information to donors, regulators, and the public effectively. Strategies for enhancing trust through
financial reporting are also discussed.

8. Nonprofit Financial Statements Made Simple: Examples for Beginners

Ideal for newcomers to nonprofit finance, this book simplifies the process of understanding and
generating financial statements. It uses straightforward language and numerous examples to explain
key concepts such as revenue recognition and expense classification. The book helps build
foundational skills needed for accurate nonprofit financial reporting.

9. Fund Accounting and Nonprofit Financial Statements: An Illustrated Guide

This guide focuses on fund accounting principles and their application in nonprofit financial
statements. It includes illustrated examples that show how to track and report restricted and
unrestricted funds properly. The book is useful for accountants and nonprofit administrators aiming
to maintain compliance and clarity in financial records.
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