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165   /   SECTION 5: FINDING AND VETTING

FINANCIALS

P
O

S
S

IB
L

E
 R

E
D

 F
L

A
G

S

An organization with 
an annual budget over 
$1 million does not 
have audited financial 
statements (as required 
by the IRS).

The organization relies 
on a single donor or a 
small group of donors.

The organization has a  
growing deficit or has  
demonstrated extreme  
volatility.

F
O

L
L

O
W

-U
P

 Q
U

E
S

T
IO

N
S

•	 Is the organization  
generally 
transparent about 
its finances?

•	 Does the 
organization have a 
feasible strategy in 
place to diversify its 
revenue sources? 

•	 What factors have 
contributed to this 
financial state? Is 
the organization 
working in a volatile 
field?

•	 What is the 
organization doing 
to address its deficit 
in the next 2–3 years 
(e.g., fundraising 
activity, revenue 
generation)? 

D
O

N
O

R
 R

E
F

L
E

C
T

IO
N

 
Q

U
E

S
T

IO
N

S

•	 Are you willing 
to support an 
organization 
that does not 
comply with audit 
requirements?

•	 Are you willing to be  
part of a smaller 
group of donors 
or to be the only 
donor supporting an 
organization?

•	 Do you consider 
a current deficit a 
significant risk?

•	 Are you tolerant 
of some financial 
volatility in the 
organizations you 
choose?


