Annual Financial Report Requirements for Nonprofit
Organizations

The annual financial report requirements for nonprofit organizations ensure transparency and accountability by mandating detailed disclosure of
income, expenditures, and financial health. These reports aid stakeholders in evaluating the organization's fiscal responsibility and compliance with
regulatory standards. Proper documentation promotes trust and supports ongoing flndraising and operational effectiveness.

Common Requirements

Statement of Financial Position (Balance Sheet): Details the organization's assets, liabilities, and net assets at fiscal year-end.
Statement of Activities (Income Statement): Summarizes revenues, expenses, and changes in net assets for the reporting period.
Statement of Cash Flows: Reports cash inflows and outflows from operating, investing, and financing activities.

Notes to the Financial Statements: Provides context, accounting policies, and additional explanations for figures in the statements.
IRS Form 990 (US-based nonprofits): Annual reporting return that federally tax-exempt organizations must file with the IRS.
Independent Audit (if required): Larger organizations or those receiving certain public funds may need an external accountant's audit or
review.

Best Practices

¢ Prepare reports in accordance with Generally Accepted Accounting Principles (GAAP) or local standards.

¢ Disclose sources of income and major expenditures with clear categorization.

¢ Highlight donor restrictions and how funds are utilized.

¢ Include a management discussion and analysis (MD&A) section, if possible, to provide context and commentary for stakeholders.
¢ Make the annual report publicly accessible to promote transparency.

Benefits

Strengthens trust with donors, grantmakers, and the public.
Facilitates compliance with federal, state, and local regulations.
Improves internal decision-making and future planning,
Supports ongoing findraising and grant applications.
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