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There appears to be a common misperception that all NPOs are required to prepare 

audited financial statements. This is not accurate. This article explores the 

applicable laws and regulations relevant to NPO financial reporting.  

 

Legal entity regulation    

NPOs are commonly established in one of three ways, i.e. voluntary association, 

non-profit trust and non-profit company and it is at this level where some financial 

reporting requirements may be located.  

Voluntary Association (VA): VAs are formed under the common law and are 

governed in terms of the common law and the VA’s constitution. The common 

law itself does not compel VAs to prepare and publish audited financial statements. 

Usually the VA’s constitution lays down the requirements pertaining to financial 

reporting. If, for example, the constitution requires the VA to prepare and 

publish audited financial statements, its governing board must ensure that it gets 
done.  

 

Non-profit Trust (NPT): NPTs are registered in terms of the Trust Property Control 

Act, No. 75 of 1988 and Trustees must comply with the provisions of that Act and 

the Trust Deed. This Act does not compel Trustees to prepare and publish audited 

financial statements. The Master of the High Court, which is responsible for the 

registration of NPTs, ordinarily requires a prescribed commitment from an auditor 

or accountant confirming that he or she undertakes to act as auditor or accountant 

of the NPT. In the absence of this prescribed form, the Master’s office may require 

Trustees to pay security for the execution of their functions. The Trust Deed may 

however require that audited financial statements be prepared. 

 

Non-profit Company (NPC): All NPCs must each year prepare annual financial 

statements within six months after the end of its financial year. All financial 

statements of the NPC must comply with the conditions laid down in the 

Companies Act. The NPC may have a choice as to whether its financial statements 

are audited or independently reviewed. The Companies Regulations provide 

for the categorisation of companies according to a ‘public interest score’. 

Companies are required to adhere to the minimum financial reporting standards 

stipulated for its particular category. Every company must calculate its ‘public 

interest score’ at the end of each financial year. Factors that determine the ‘public 

interest score’ include: the number of employees, the company’s turnover and 

number of members of the Company. The appplicable financial reporting 

standards are prescribed under the Companies Regulations. The NPC’s MOI may 

provide for its financial statements to be audited.  

Nonprofit Organisations Act: NPOs may voluntary register in terms of the 

provisions of the Nonprofit Organisations Act (NPO Act). Once registered, the 

NPO must comply with, amongst other, the financial reporting requirements 

stipulated under the NPO Act.  
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preparation of the financial statements; and 

• the NPO has complied with the provisions of the NPO Act and of its constitution which relate to 

financial matters. 

Nonprofit Organisations Act    

Section 17 (1) (b) provides that every registered NPO must, to the standards of generally accepted 

accounting practice, within six months after the end of its financial year, draw up financial statements, 

which must include at least a statement of income and expenditure for that financial year; and a balance 

sheet showing its assets, liabilities and financial position as at the end of that financial year. 

 

Section 17(1)(2) compels registered NPO to arrange, within two months after drawing up its financial 

statements, for a written report to be compiled by an accounting officer and submitted to the NPO. 

Essentially, within eight months after its financial year-end. The financial statements compiled by the 

accounting officer must state whether or not— 

• the financial statements of the NPO are consistent with its accounting records; 

• the accounting policies of the NPO are appropriate and have been appropriately applied in the 

An accounting officer is defined in the NPO Act as a person contemplated in section 60 of the Close 

Corporations Act, No. 69 of 1984 and it sets out the requirements that accounting officers must 

comply with. It also permits the Minister of Trade and Industry to publish in the Government Gazette 

the names of those professional bodies whose members are qualified to perform the duties of an 

accounting officer in terms of the Close Corporation Act. The Companies and Intellectual Property 

Commission, on its website, recognises the following professional accounting bodies for purposes of 

section 60: SAICA, ICSA, CIMA, SAIPA, IAC, ACCA, MCIBM, SAIBA, SAIGA and auditors 

registered in terms of the provisions of the Auditing Profession Act, 2005. It is important to note that the 

financial report must contain certain statements, including that the NPO has complied with its 

constitution which relate to financial matters.  

 

Approved Public Benefit Organisations  

NPOs may apply for voluntary approval as a public benefit organisation (PBO) in terms of section 30 

of the Income Act. Approved PBOs are not ordinarily required to submit audited financial statements to 

the South African Revenue Service. Only in defined instances may approved PBOs be required to obtain 

and retain an audit certificate confirming that donations received, and for which section 18A receipts 

were issued, were used for activities in Part II of the Ninth Schedule. This would be in situations where 

a PBO carries on public benefit activities that are listed both in Part II and Part I of the Ninth Schedule 

of the Income Tax Act.  

 

Conclusion 

Even though all NPOs are not legally required to prepare and publish audited reports, the NPO may 

still resolve to do so. The costs implications are often a deciding factor in resolving not to prepare 

audited reports. Other factors, including: accountability, the NPO’s long-term goals, 

sustainability and transparency should also be considered in deciding upon this issue.     
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Extract from handbook 
Board development 

The legal and policy environment within which nonprofits operate is constantly changing. Board 

members should understand the governance and legal requirements applicable to the nonprofit sector.  

 

Board members are not expected to have the same level of expertise as accountants, lawyers or other 

professionals, but boards must still set aside time to ensure that board members have a clear 

understanding of their roles and responsibilities. To do so, they should be exposed to regular training 

opportunities aimed at updating them on relevant developments and equipping them to ensure 

compliance. By embracing a culture of ongoing learning and introducing regular board development 

sessions, the board will help board members to understand their roles, responsibilities and legal duties. 

Training can take different forms and can be formal and informal.  

 
King IV on board development 

King IV provides that members of the governing board with no or limited governance experience should 

be provided with mentorship and undergo training. A further recommended practice by King IV is: 

“A programme of professional development and regular briefings on legal and corporate governance 

developments, risks and changes in the external environment of the organisation, should be provided for 

members of the governing body.” 

 

Practical suggestions 

▪ Board training should be a permanent item on the board’s agenda. 

▪ The board should incorporate both formal and informal training sessions as part of its training 

programme. 

▪ The board should make use of freely available training tools, including printed resources, podcasts, 

YouTube videos, etc. for the benefit of board members.  

▪ The board should encourage board members, or appropriate external experts, to present briefing 

sessions on relevant governance topics. 

Available at JUTA: 
https://juta.co.za/products/ngo-matters-governance-for-nonprofit-boards/ 
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