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Introduction

Form 990 is lengthy and complex

Time consuming to gather financial and nonfinancial data 
from multiple parties

Long process from end of fiscal year to actual filing of the 
return

Challenging to understand IRS terminology in the forms 
and instructions
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Introduction

Complexity of the Form increases likelihood of errors

Risk of penalties or loss of tax exemption

Form 990-T for certain taxable activities

Forms are publicly available information
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Today’s Agenda
Provide an overview of the Form 990 layout

Address common errors in reporting

Identify red flags

Discuss differences between the Form 990 and GAAP

Examine tax considerations for NFPs (UBIT)

Review the state registration requirements
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Requirements for Filing
Form 990N = Less than $50,000 in Gross Receipts

Form 990EZ = Gross Receipts < $200k and Total Assets < $500k

Form 990 = Gross Receipts > $200k or Total Assets > $500k

Extension: Must File Form 8868 by due date; Automatic 6-month 
extension granted upon request

Penalty for filing late: $20 or $100 per day

Reasonable Cause abatement
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Outline of Form 990
Part I Summary

Part III Statement of Program Service Accomplishments

Part IV Checklist of Required Schedules

Part V Statements Regarding Other IRS Filings and Tax 
Compliance

Part VI Governing Body and Management

Part VII Compensation of Officers, Directors etc. 
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Outline of Form 990  (cont.)

Part VIII Statement of Revenue

Part IX Statement of Functional Expenses

Part X Balance Sheet

Part XI Reconciliation of Net Assets

Part XII Financial Statement and Reporting
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Part I: Summary

Snapshot of the Organization’s key financial, management 
and operational data

Revenue and Expense items are entered in a two-year 
format (prior year and current year)

Expenses are reported in Part I by natural classification 
(such as grants, benefits to members, salaries, and so on) 
rather than by functional classification (program, 
management/general, and fundraising)
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Part III: Statement of Program Service Accomplishments

In this part, an organization describes:

– Their mission

– Program service accomplishments

– Changes in program services
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Part IV: Checklist of Required Schedules
Contains 38 yes or no questions wherein an affirmative answer 
requires organization to complete one of 16 additional schedules

– Section 501(c)(3) organizations: Schedule A

– Endowments: Schedule D

– Activities outside of the U.S.: Schedule F

– More than $15,000 of fundraising income: Schedule G

– Transactions with insiders: Schedule L

– More than $25,000 of non-cash contributions: Schedule M 
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Part V: Statements Regarding Other IRS Filings and 
Tax Compliance

Contains 14 multi-part questions and includes information 
regarding tax compliance that is intended to alert the 
organization to other potential federal tax compliance 
matters and obligations
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Part VI: Governance, Management and Disclosure
Asks for information about the entity’s governing body

– Caused much debate when issued for use in 2008 tax year 

– Many thought questions created presumption of 
wrongdoing and noncompliance

– IRS and other proponents of this form argue that good 
governance and accountability practices provide 
safeguards 
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Part VI: Governance, Management and Disclosure
Board composition/independence

Organizational control

Changes to governing documents

Board Review of Form 990

Policies
– Conflict of Interest, Whistleblower, Document Retention
– Officer compensation
– Joint venture arrangements
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Part VI: Governance, Management and Disclosure
Disclose state filings

Public availability of Forms 1023, 990 and 990-T

Are governing documents, conflict of interest policy and 
financial statements available to the public?
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Part VII: Compensation of Officers, Directors, Key 
Employees

Discloses the compensation and benefits of the organization’s 
directors, trustees, officers, key employees and highest 
compensated employees 

Specific disclosure instructions in this part depend on the 
position held and the amount of compensation they are paid

Also required to list the top five independent contractors, 
type of service and amount paid (if over $100,000)
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Part VIII: Statement of Revenue

Asks the preparer to list all the various revenue sources 
received by the organization

Revenue sources are reported in one of three sources: 

– contributions, gifts, grants, and other similar amounts;

– program service revenue; 

– and other revenue. 
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Part VIII: Statement of Revenue (cont.)

Requires an organization not only to properly classify its 
revenue, but also to identify the nature of the revenue in 
three different categories as follows: 

– related or exempt function revenue, 

– unrelated business revenue, 

– and excluded or excepted revenue. 
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Part IX: Statement of Functional Expenses
Highlights how the organization spends its resources

The “how” the resources are spent is presented in a 
columnar format allocated across three functional areas 
of classification: 

– program services

– management and general

– fundraising
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Part X: Balance Sheet
Reports the organization’s assets, liabilities and net assets 

Different from normal presentation of balance sheet

– Separate line items to separately identify those transactions 
between the tax-exempt organization and its insiders
• Loans receivable and loans payable to current and former officers, 

directors, trustees, key employees, highest compensated 
employees, and disqualified persons 
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Part XI: Reconciliation of Net Assets
Calculates and reconciles the net assets of the filing 
organization to amounts as reported on its balance sheet 
in Part X 

Includes a check box to alert readers to whether a further 
explanation of any of the items is included on Schedule O
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Part XII: Financial Statements and Reporting

Organization tells the IRS what method of accounting the 
entity uses; 

whether financial statements were compiled, reviewed, or 
audited; 

and whether the organization is required to have a Single 
Audit completed

Form 990 also asks about the audit oversight process
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Overview of Schedules Most Used in Form 990
Schedule A: Public Charity Status and Public Support
Schedule B: Schedule Of Contributors
Schedule D: Supplemental Financial Statements
Schedule F: Statement of Activities Outside the U.S.
Schedule G: Fundraising or Gaming Activities 
Schedule J: Supplemental Compensation Information
Schedule L: Transactions with Interested Persons
Schedule O: Supplemental Information
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Schedule A: Charity Status and Public Support 
Must be completed by all public charities and focuses on 
public charity status 

New charity will receive their exemption letter at the time 
the IRS approves its exempt application and will have five 
years to establish that it is not a private foundation

IRS added three additional pages to Schedule A with 
questions regarding supporting organization

If an organization does not meet the Part II “33 % test”, it 
may still qualify for public charity status under the “10% 
facts and circumstances test”
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Schedule B: Schedule of Contributors
Filed annually by any organization receiving contributions 
in excess of $5,000 from a single donor 

Almost all filers of Schedule B are not subject to public 
disclosure 

If the organization has received any non-cash contributions 
above the requisite threshold amount, such non-cash 
contributions need to be detailed on Part II of Schedule B 

Contributed services and/or facilities received by an exempt 
organization are not to be reported on Schedule B
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Schedule D: Supplemental Financial Statements 
Seven questions that, if answered “yes” require Schedule 
D Filing

– If the organization:

• Had land, buildings, equipment, investments, or other 
liabilities on its books,

• Engaged an audit firm to conduct an independent audit

• Maintained donor advised funds
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Schedule D: Supplemental Financial Statements
Seven questions that, if answered “yes” require Schedule 
D Filing

– If the organization:

• Received conservation easements

• Held art collections; 

• Provided credit counseling

• And/or maintained endowment funds
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Schedule D: Supplemental Financial Statements
Reconciliation of Form 990 to audit report

– Differences in reporting relate to:

• Unrealized investment gains (losses)

• Investment expenses

• Donated services and facilities

• Other
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Schedule F: Statement of Activities Outside the U.S.
Organizations with activities outside the United States 
report those activities on a regional basis on Schedule F  

Information required for activities include:

– Region

– Number of offices and employees in region

– Activities conducted

– Total expenditures in region
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Schedule J: Supplemental Compensation Information 
Schedule J is required if any persons listed in Part VII 
received more than $150,000 in total compensation

– Amounts based on W-2s and 1099-MISCs filed for year 
of reporting

– IRS does not require reporting of amounts of de minimis
fringe benefits and expense reimbursements

– There is also a column to report any compensation 
reported in a prior Form 990 filing
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Schedule L: Transactions with Interested Persons 
Provides information to the IRS – and the general public 
– about activities and transactions that involve insiders of 
a tax-exempt organization 

Covers:
– Loans To and/or From Interested Persons 

– Grants or Assistance Benefitting Interested Persons

– Business Transactions Involving Interested Persons
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Schedule O: Supplemental Information 
Many expect this form to be the place where organizations 
are expected to tell their story and the world will go here to 
find out what you do

Must ALWAYS be prepared

Must include narratives for several questions:
– Processes used to review Form 990

– How the organization made its governing documents, 
conflict of interest policy, and financial statements available 
to the public
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Common Errors
Incorrect or missing basic information on Page 1

Missing schedules (often Schedules A and O)

Math errors between Page 1 and the detail in Parts VIII 
through XI

Failing to disclose new program service activities on Part III, 
Line 2 

Incorrectly reporting grant expense and program service 
revenue on Part III
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Common Errors
In Part IV:

– Failing to understand and, if applicable, report whether 
the organization conducted quid pro quo transactions 
during the year

– Not reporting foreign bank accounts 

– Failing to report grants to others

– Not reporting related party relationships/transactions
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Common Errors
In Part VI:

– Incorrectly reporting the number of voting board members 

– Failing to understand the definition of “independent” for 
proper completion of Line 1b

– Affirmatively responding to policy questions when the 
policies do not exist
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Common Errors
Failing to understand and correctly complete the 
compensation table with respect to current and former 
officers etc. (Part VII)

– Incorrect identification of key employees and highly 
compensated employees

– Missing information from related organizations

– Missing benefit information
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Common Errors
In Part VIII:

– Failing to understand the different columns in Part VIII 
and when/where to report amounts in each column

– Failing to understand the definition of “program service 
revenue” for proper completion of Part VIII, Line 2 

– Failing to understand how to report special event income 
and expenses for proper completion of Part VIII, Line 8

Improper allocation of expenses functionally (horizontal) 
and/or naturally (vertically) in Part IX
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Common Errors
In Parts X through XII:
– Failure to split out insider receivables and payables
– Failure to report investment gains and donated services 

in Part XI
– Failure to follow the method of accounting selected on 

Part XII, Line 1 when completing Form 990 and the 
required schedules

– Incorrect responses to audit questions on Part XII, Lines 
2 and 3
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Red Flags
Accurate, timely, and complete filing of the Form 990 is 
critical to maintain tax exempt status

– A “no” response to indicate whether certain governance 
practices have been established

– A deficit in unrestricted assets 

– Political campaign and lobbying activities
– Activities outside the U.S. 

– Fundraising or gaming activities 
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Red Flags
Accurate, timely, and complete filing of the Form 990 is 
critical to maintain tax exempt status

– Compensation information

– Transactions with interested persons

– Non-cash contributions 
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GAAP vs. Form 990
There are a number of reporting differences between 
GAAP financial statements and the Form 990

Donated property and services

– No differences in donated property

– Donated services or use of facilities are not recorded on 
the Form 990
• Remember: not all donated services are recorded under GAAP
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GAAP vs. Form 990
Investments

– Recorded at fair value under GAAP, including 
unrealized gains and losses

– Form 990 does not reflect unrealized activity (Part XI 
and Schedule D)

– Investment expenses must be included in expenses on the 
Form 990 (generally netted against investment income 
for GAAP)
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GAAP vs. Form 990
Special events

– Like investment expenses, GAAP permits different 
presentation options for direct event expenses

– Form 990 requires them to be netted against revenues

Functional expenses

– Not currently required under GAAP (but coming)

– Required by Form 990 for 501(c)(3) and 501(c)(4) 
organizations
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UBIT: Unrelated Business Taxable Income 
Some tax exempt organizations may be subject to UBIT

– Must be:
• A trade or business

• Regularly carried on

• Not substantially related to exempt purpose
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UBIT: Unrelated Business Taxable Income 
Some tax exempt organizations may be subject to UBIT

– Exemptions and exclusions:
• Passive income (investment income)

• Volunteer exemption

• Selling of donated goods 
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State Requirements:  Pennsylvania
$50,000 or less: Internally Prepared, Compiled, Reviewed 
or Audited 

$50,000 to less than $100,000: Compiled, Reviewed or 
Audited

$100,000 to less than $300,000: Reviewed or Audited

Greater than $300,000: Audited
Also a registration fee

Due by the 15th day of the 5th month
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Form 990 Considerations
Consider general ledger account structure to capture 
Form 990-specific financial information 

– Donated services apart from other donated goods

– Event expenses

– Investment expenses and unrealized gains/losses

– Breakout of expenses by nature and function
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Form 990 Considerations
Ensure that tracking of contributors allows for easy 
reporting of significant contributors ($5,000 or 2%)

– Includes donor contact information

– Quid pro quo contributions from events or other 
fundraisers

Noncash donations also need to be tracked, valued and 
aggregated by type
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Form 990 Considerations
Payroll reports that present detailed compensation 
information for highly compensated employees
– Remember that this includes those no longer employed 

at year end

Address any “No” responses in Part VI (Policies)

Consider transactions with key individuals, related 
parties, or foreign activity

Spending too much time responding to Part I, Line 6 
regarding the number of volunteers
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