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Editor: Peter Hall

PITFALLS OF NOT-FOR-PROFIT
ORGANIZATIONS

by Peter Hall, Superviso

As the number of not-for-profit organizations (NPOSs) in the United States has greatly increased

the last 10 years (from about 1 million in 1996 to over 1.4 million in 2005) so has the need f
meaningful and useful financial information about these entifith. ever growing levels of ecq
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nomic resources being provided to and consumed by NPOs in increasingly complex and div

types of transactions and activities, not-for-profits need to be able to manage and account
resources in a more efficient and transparent fashion than ever before. The financial r,

for t
Epor

scandals of the last five years, and the resulting push for more accountability in the commer

sector have placed growing pressure on NPOs to avoid the mistakes of th@iofibpeers.To their

credit, most of the NPOs have responded proactivetii many oganizations voluntarily adopting

the principles imposed on the publicly-traded commercial sector by the Sarbane&€xhyOs
have also striven to augment the transparency of their financial reporting and improve their

inte

control structure, lest they too fall victim to the problems which have plagued the for-profit worlc

While many larger organizations have the resources at their disposal to institute accounting

and internal controls which would rival those of many an SEC comfgamyeality of many smalle

NPOs is that fiscal management resources are all too scaréayrstedo few in numbeland the
demands on finance personnel are too great to effectively implement systems and contrg
their laiger counterparts enjoy)Nowhere does this fact become more apparent than during the
financial audit of such an agencilowever by being mindful of a handful of common pitfalls g
taking necessary steps to avoid them, the smaller NPO can not only render its annual audit
year-end accounting process) less painful and more efficient, but can also greatly enh
usefulness of its own financial reporting.

Taking the Pledge - Revenue Recognition in the PASIBFI16 Era
Prior to the issuance oASB (Federafccounting $andards Board)1b in 1993, there existed gre
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inconsistency in the accounting treatment of contributions received by NPOs, largely because

authoritative guidance on this topic was itself inconsistent. In some cases, contributio
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recognized as direct additions to net assets not affecting current operations. In other cases,/con
tions to be used for future period's activities were initially recorded as deferred support, gnd
recognized on the operating statement until the future pernise’.
IRS MLEAGE RAE CHANGES
The Internal Revenue Service has issued the 2006 2005 MAINE RESIDENTS
optional standard mileage PROPERY TAX AND RENT
rates used to calculate the REFUNDPROGRAM
?nzdgﬁtg)&?o(rfs:)?leo;o?Ft))irgt- APPLICAIONS MUST BE FILED
ness, charitable, medical or BY MAY 317 2006
moving purposes. Over 200,000 Maine households now
qgualify for property tax and rent refundp.

For the calendar year 2006, the standard mileage o
rates for the use of a car (including vans, picku%Ou may qualify if:
trucks and panel trucks) are: * You do not have a spouse |or
« 445 cents per mile for business miles driven; ~ dependent(s) and your 2004 household
« 18 cents per mile driven for medical or moving income was $74,500 or less; or

purposes; and * You have a spouse or dependent(s) |and
« 14 cents per mile driven for service for a chari- Your 2004 household income was $99,500

table organization (other than activities related O less

to Hurricane Katrina relief). AND

* Your 2004 property tax was more thjan

Special rates for Katrina-Related Charitable Miles 4% of your 2004 household income; ¢r
- There will be separate rates for miles driven irt The rentyou paid in 2004 was more than
relation to Katrina relief efforts. 20% of your 2004 household income
« 32 cents per mile for deduction purposes; andNOTE: Low-income Seniors do not nged

« 44.5 cents per mile for reimbursement purpose$0 meet these requirements




