
Not For Profit Accounting, Tax and Reporting
Requirements: A Comprehensive Guide
Not-for-profit organizations play a vital role in our society, providing a wide
range of essential services such as healthcare, education, social welfare,
and environmental protection. As such, it is crucial for these organizations
to maintain accurate and transparent financial records and to comply with
all applicable accounting, tax and reporting requirements.
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This comprehensive guide will provide you with an in-depth overview of the
key accounting, tax and reporting requirements that apply to not-for-profit
organizations. We will cover topics such as:

The different types of not-for-profit organizations

The accounting standards that apply to not-for-profit organizations

The tax laws that apply to not-for-profit organizations
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The reporting requirements that apply to not-for-profit organizations

By understanding these requirements, you can help your not-for-profit
organization maintain financial health and avoid costly penalties.

Types of Not-For-Profit Organizations

There are many different types of not-for-profit organizations, each with its
own unique mission and purpose. Some of the most common types of not-
for-profit organizations include:

Charitable organizations: These organizations are dedicated to
providing charitable services, such as providing food and shelter to the
homeless, providing medical care to the sick, or promoting education
and research.

Religious organizations: These organizations are dedicated to
promoting religious beliefs and practices. They may provide religious
services, such as worship services, Sunday school, and religious
education.

Educational organizations: These organizations are dedicated to
providing education, from preschool to graduate school. They may
offer a variety of educational programs, such as academic courses,
vocational training, and adult education.

Social welfare organizations: These organizations are dedicated to
providing social welfare services, such as counseling, case
management, and support groups. They may provide services to a
variety of populations, such as the elderly, the disabled, and the
homeless.



Environmental organizations: These organizations are dedicated to
protecting the environment. They may conduct research, advocate for
environmental protection policies, and educate the public about
environmental issues.

Not-for-profit organizations can be classified as either public charities or
private foundations. Public charities are eligible to receive tax-deductible
contributions, while private foundations are not. To be classified as a public
charity, an organization must meet certain requirements, such as providing
a significant benefit to the public and not engaging in substantial lobbying
activities.

Accounting Standards for Not-For-Profit Organizations

Not-for-profit organizations must follow specific accounting standards when
preparing their financial statements. The most widely accepted accounting
standards for not-for-profit organizations are the Financial Accounting
Standards Board (FASB) Accounting Standards Codification (ASC) Topic
958, Not-for-Profit Entities (ASC 958). ASC 958 provides guidance on a
variety of accounting topics, including:

Financial statement presentation

Revenue recognition

Expense recognition

Asset and liability recognition

Net asset classification



ASC 958 is based on the accrual basis of accounting. This means that
transactions are recorded in the accounting records when they occur,
regardless of when cash is received or paid. ASC 958 also requires not-for-
profit organizations to prepare a statement of financial position, a statement
of activities, a statement of cash flows, and a statement of functional
expenses.

Tax Laws for Not-For-Profit Organizations

Not-for-profit organizations are subject to a variety of tax laws, including
federal income tax, state income tax, and property tax. However, many not-
for-profit organizations are exempt from paying federal income tax. To be
exempt from federal income tax, an organization must meet certain
requirements, such as being organized and operated exclusively for
religious, charitable, scientific, literary, or educational purposes.

Even if a not-for-profit organization is exempt from federal income tax, it
may still be subject to other taxes, such as state income tax and property
tax. State income tax laws vary from state to state, so it is important to
consult with a tax advisor to determine if your organization is subject to
state income tax. Property tax is a tax on real estate and other property
owned by not-for-profit organizations. The amount of property tax owed
depends on the assessed value of the property and the local property tax
rate.

Reporting Requirements for Not-For-Profit Organizations

Not-for-profit organizations are required to file a variety of reports with the
government. These reports include:



Form 990: This is the annual information return that all tax-exempt
organizations must file with the IRS. Form 990 provides the IRS with
information about the organization's financial activities, its mission, and
its governance.

Form 990-EZ: This is a simplified version of Form 990 that smaller tax-
exempt organizations can file. Form 990-EZ is only available to
organizations with gross receipts of less than $200,000.

Form 990-PF: This is an annual information return that private
foundations must file with the IRS. Form 990-PF provides the IRS with
information about the private foundation's investment activities, its
grantmaking activities, and its governance.

State reports: Many states require not-for-profit organizations to file
annual reports with the state attorney general or other state agency.
These reports typically provide information about the organization's
financial activities, its mission, and its governance.

Not-for-profit organizations should be aware of the various reporting
requirements that apply to them and should take steps to ensure that they
are in compliance with these requirements.

Not-for-profit organizations play a vital role in our society, providing a wide
range of essential services. It is crucial for these organizations to maintain
accurate and transparent financial records and to comply with all applicable
accounting, tax and reporting requirements.

This comprehensive guide has provided you with an overview of the key
accounting, tax and reporting requirements that apply to not-for-profit
organizations. By understanding these requirements, you can help your



not-for-profit organization maintain financial health and avoid costly
penalties.

If you have any questions about the accounting, tax or reporting
requirements that apply to not-for-profit organizations, please consult with a
qualified professional.
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