
 

 



 

UNDERSTANDING THE NONPROFIT 501(c)(6) BUDGET 

 

Don’t wait until 
the member’s 
anniversary 
(join) date to 
bill.  Send bills 
60 days in 
advance.  For 
faster payment, 
make sure to 
accept credit 
cards.   

Some NPOs have 
an associate 
member 
category for 
businesses / 
individuals that 
provide 
products / 
services related 
to the NPO.   

The best 
practice for 
collecting 
membership 
dues is 
annually; it 
provides a more 
accurate 
‘snapshot’ for 
forecasting 
purposes and it 
saves processing 
time for the 
staff.   

Membership 
dues can be 
determined by 
using number of 
FTEs, end-of-
year profits, a 
combination of 
both, or some 
other method.  

Sponsorships 
must be 
accounted for 
separately from 
memberships.   

The IRS views 
income from 
advertising, 
sponsorships, 
endorsements, 
etc. as UBIT, so 
classifications 
like 
membership 
dues and 
program 
participation 
need to be 
separated.   

Segregate 
sponsorship 
funds.  Do not 
co-mingle with 
memberships.   

Once-a-year 
payments for 
memberships 
are preferred to 
semi-annually, 
quarterly or 
monthly (try to 
avoid).     

Coordinate the 
budget with the 
chart of 
accounts and 
tracking is much 
easier. 

This printing 
line item is for 
operations 
expenses) which 
includes 
newsletters and 
letterhead).  
When a program 
requires 
printing or 
copying, 
allocate those 
expenses to the 
program rather 
than ‘dumping’ 
them in the 
Operations 
Printing line 
item.   

Use one line to 
group all staff 
salaries and 
benefits.         

A full financial 
audit (rather 
than a financial 
review) 
provides the 
most in-depth 
look and 
subsequent 
auditor 
recommend-
ations.           

Unlike for-profit corporations, 
nonprofit groups do not make 
profits nor can they declare 
dividends.  Instead, funds 
remaining at the end of the 
nonprofit’s year, are considered 
“seed money” and roll to the 
next year to start programs. 
 
 

Tracking and allocating 
expense items (such as 
copies and office supplies) 
that are routinely used by 
staff and committees is time 
consuming.  Instead, group 
pens, paper, paper clips, 
etc. together in to a single 
line item.       


