sample statement of financial position for non profit

sample statement of financial position for non profit entities is an essential financial document that provides
a snapshot of the organization’s financial health at a specific point in time. This statement, also known as a
balance sheet, lists the assets, liabilities, and net assets (equity) of the non profit, offering a clear view of its
financial standing. Understanding how to prepare and analyze a sample statement of financial position for
non profit organizations is crucial for stakeholders, including board members, donors, and regulatory
agencies. This article explores the components, format, and practical examples of a statement of financial
position tailored specifically for non profit organizations. Additionally, it highlights the differences between
for-profit and non profit financial reporting, ensuring clarity on the unique aspects of non profit accounting.
The following sections will guide readers through the key elements and best practices to accurately

present financial data that comply with accounting standards and enhance transparency.
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Understanding the Statement of Financial Position for Non Profit
Organizations

The statement of financial position for non profit organizations serves as a fundamental financial report that
details the assets, liabilities, and net assets at a specific date. Unlike for-profit businesses, non profits do not
have shareholders but instead report net assets that reflect the residual interest in the organization's
resources after liabilities are deducted. This statement provides stakeholders with insight into the

organization's liquidity, financial stability, and capacity to sustain its mission-driven activities.



Purpose and Importance

The primary purpose of the statement of financial position is to present an accurate and comprehensive
view of the organization's financial condition. It is critical for decision-making, financial planning, and
ensuring compliance with regulatory requirements. Donors and grant-making entities often review this

statement to assess the financial integrity and sustainability of the non profit before committing resources.

Regulatory Framework

Non profit organizations must prepare their financial statements in accordance with Generally Accepted
Accounting Principles (GAAP) or other relevant accounting standards, such as the Financial Accounting
Standards Board (FASB) Accounting Standards Codification (ASC) Topic 958. These standards provide

guidelines on how to classify net assets and report financial information transparently.

Key Components of a Sample Statement of Financial Position for
Non Profit

A comprehensive sample statement of financial position for non profit must include several critical
components to accurately reflect the organization's financial status. These components are structured to

present a balance between what the organization owns, owes, and its net assets.

Assets

Assets represent the resources controlled by the non profit that are expected to provide future economic

benefits. They are typically classified into current and non-current assets.

e Current Assets: Cash and cash equivalents, accounts receivable, prepaid expenses, and short-term

investments.

* Non-Current Assets: Property, plant, and equipment (net of depreciation), long-term investments,

and other long-term assets.

Liabilities

Liabilities are the organization’s financial obligations to outside parties. Similar to assets, liabilities are divided

into current and long-term categories.



e Current Liabilities: Accounts payable, accrued expenses, short-term loans, and deferred revenue.

e Long-Term Liabilities: Long-term debt, mortgages, and other obligations due beyond one year.

Net Assets

Net assets represent the residual interest in the non profit’s assets after deducting liabilities. They are

classified based on donor-imposed restrictions:

¢ Unrestricted Net Assets: Resources available for general use without donor restrictions.

¢ Temporarily Restricted Net Assets: Resources subject to donor-imposed restrictions that may be

satisfied by actions or passage of time.

¢ Permanently Restricted Net Assets: Resources that must be maintained permanently, typically

endowments.

Format and Presentation Guidelines

Presenting a sample statement of financial position for non profit requires adherence to standard formatting
and disclosure practices to ensure clarity and comparability. The presentation should be organized,

consistent, and compliant with accounting standards.

Order and Classification

Assets are generally listed in order of liquidity, starting with the most liquid current assets. Liabilities are
presented by maturity, with current liabilities shown before long-term liabilities. Net assets are then
displayed, grouped by their restriction status. This format allows readers to quickly assess the organization’s

financial strength and resource availability.

Disclosure Requirements

Additional disclosures may be necessary, including explanations of significant accounting policies, details on
fixed assets and depreciation, and the nature of net asset restrictions. These notes enhance the transparency

and usefulness of the statement.



How to Prepare a Sample Statement of Financial Position for Non
Profit

Preparation of a sample statement of financial position involves several key steps, from data collection to

final presentation, ensuring accuracy and compliance.

Gathering Financial Data

Accurate financial records must be maintained throughout the reporting period. This includes detailed
ledgers of assets, liabilities, and net assets. Data from the general ledger, accounts payable, receivable, and

fixed asset schedules are essential inputs.

Classifying and Valuing Assets and Liabilities

Once data is collected, classify each item appropriately as current or non-current. Valuation should be based
on historical cost, net realizable value, or fair value as applicable. Proper classification ensures the statement

reflects the true financial status of the organization.

Calculating Net Assets

Net assets are calculated by subtracting total liabilities from total assets. These are then categorized into
unrestricted, temporarily restricted, and permanently restricted based on donor-imposed conditions and

organizational policies.

Review and Compliance Check

Before finalizing, review the statement for accuracy, consistency, and compliance with accounting
standards and regulatory requirements. Engage auditors or financial professionals if necessary to validate

the statement.

Examples and Templates

Utilizing sample statements and templates is a practical way to understand the layout and content expected
in a sample statement of financial position for non profit organizations. These samples demonstrate typical

line items and classifications.



Basic Template Structure

A simple non profit statement might be structured as follows:

o Assets
o Current Assets

o Non-Current Assets

¢ Liabilities
o Current Liabilities

o Long-Term Liabilities

e Net Assets
o Unrestricted
o Temporarily Restricted

o Permanently Restricted

Sample Line Items

Typical line items include cash, grants receivable, investments, accounts payable, accrued expenses,
contributions restricted for specific purposes, and endowment funds. These items should be clearly

described and quantified.

Differences Between Non Profit and For-Profit Statements

‘While both non profit and for-profit organizations prepare statements of financial position, key differences

exist due to their distinct purposes and accounting standards.



Net Assets vs. Equity

For-profit entities report equity, representing ownership interests. Non profits report net assets, reflecting
resources available after liabilities, without ownership claims. Net assets are further broken down by donor

restrictions.

Revenue Recognition and Restrictions

Non profits often receive donations and grants with restrictions that affect net asset classification, unlike for-
profits which recognize revenue primarily from sales and services. This impacts how resources are

reported on the statement.

Focus on Mission Over Profit

The financial reporting of non profits emphasizes stewardship of resources and compliance with donor

intent, aligning financial disclosures with the organization’s charitable mission rather than profit generation.

Frequently Asked Questions

What is a sample statement of financial position for a non-profit
organization?

A sample statement of financial position for a non-profit organization is a financial report that outlines the
organization's assets, liabilities, and net assets at a specific point in time, showing its financial health without

focusing on profit but on fund balances and resource allocation.

What are the key components included in a non-profit statement of
financial position?

The key components include assets (current and non-current), liabilities (current and long-term), and net
assets, which are often categorized as unrestricted, temporarily restricted, and permanently restricted

funds.

How does a non-profit statement of financial position differ from a for-

profit balance sheet?

Unlike a for-profit balance sheet that shows owner's equity, a non-profit statement of financial position

presents net assets categorized by donor restrictions, emphasizing stewardship of resources rather than



profitability.

Where can I find a sample statement of financial position template for a

non-profit?

Sample templates can be found on websites of accounting firms specializing in non-profits, nonprofit

resource centers, or organizations like the AICPA, and often include downloadable Excel or PDF formats.

Why is it important for non-profits to prepare a statement of financial
position?

It provides transparency to donors, boards, and regulators about the organization's financial stability, helps in

resource management, and supports compliance with accounting standards and reporting requirements.

‘What accounting standards govern the preparation of a non-profit
statement of financial position?

In the United States, non-profits follow the Financial Accounting Standards Board (FASB) Accounting
Standards Codification (ASC) Topic 958, which provides guidelines for financial reporting including the

statement of financial position.

Additional Resources

1. Financial Statements for Nonprofits: A Step-by-Step Guide

This book provides a comprehensive walkthrough of creating and understanding financial statements
specifically tailored for nonprofit organizations. It covers the statement of financial position, statement of
activities, and cash flow statements. Readers will learn how to present financial data clearly to stakeholders,

ensuring transparency and compliance with accounting standards.

2. Nonprofit Accounting Basics: A Practical Guide to Financial Reporting

Designed for nonprofit managers and accountants, this guide simplifies complex accounting concepts. It
includes sample financial statements, including the statement of financial position, with explanations on
how to interpret and use them for decision-making. The book emphasizes best practices in financial

reporting and internal controls.

3. Mastering Nonprofit Financial Management

This title delves into essential financial management techniques for nonprofits, focusing on budgeting,
financial analysis, and reporting. It offers sample templates and detailed examples of statements of financial
position to help organizations maintain strong financial health. The book also discusses regulatory

requirements and audit preparation.



4. Nonprofit Financial Reporting: A Guide to Accounting and Compliance

Aimed at nonprofit executives and accountants, this book highlights the importance of accurate financial
reporting and compliance with GAAP and FASB standards. It provides sample statements of financial
position and explains the classification of assets, liabilities, and net assets. The guide also addresses challenges

unique to nonprofit financial disclosures.

5. Accounting and Financial Management for Nonprofit Organizations

This resource offers a thorough overview of accounting principles applied to nonprofits, emphasizing the
preparation of financial statements. It includes sample statement of financial position formats and discusses
how to reflect restricted and unrestricted funds. Readers will gain insights into financial stewardship and

reporting transparency.

6. The Nonprofit CFO Guidebook: Financial Statements and Beyond

Targeted at nonprofit CFOs and financial officers, this guidebook covers the creation and analysis of financial
statements, including detailed examples of statements of financial position. It also explores strategic financial
planning and risk management. The book helps leaders communicate financial information effectively to

boards and donors.

7. Understanding Nonprofit Financial Statements: An lllustrated Guide
This illustrated guide breaks down the components of nonprofit financial statements with clear visuals and
sample documents. It focuses on the statement of financial position and explains the significance of each line

item. The book is ideal for board members and new nonprofit staff seeking to improve financial literacy.

8. Nonprofit Fund Accounting and Financial Reporting

Focusing on fund accounting principles, this book explains how nonprofits must report their financial
position accurately. It provides sample statements of financial position that demonstrate fund classifications
and net asset categorizations. The book is a valuable tool for accountants managing complex nonprofit

finances.

9. Financial Management for Nonprofit Organizations: Policies and Practices

This book covers the policies and practical steps needed to manage nonprofit finances effectively. It includes
sample financial statements and discusses how to prepare a statement of financial position that reflects an
organization’s financial status. The guide also covers financial ethics, audit readiness, and stakeholder

communication.
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