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Telling Your Financial Story

City & County of San FranciscoCity & County of San Francisco

May 5, 2016

Rebecca Coker, MPA
Lead Consultant, West Coast, FMA

Agenda

Welcome (9:00am)

Introductions

Strategic Financial Management

Understanding Audited Financial Statements

IRS Form 990
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Adjourn (1:00pm) 
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STRATEGIC FINANCIAL 
MANAGEMENTMANAGEMENT
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What does excellence in financial management look like?

• Organizations engage in effective financial planning to prioritize the use 
of resources

• Leaders closely monitor results to understand how the organization is 
doing in relation to plans and to adjust accordingly

• Effective financial operations ensure that plans are being executed
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properly and that decisions are based on reliable information

• Governance sees that all of these elements are being carried out
properly and in furtherance of the organization’s mission

What do you think about when you hear the phrase ‘financial 
health’?

#fiscalstrength
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Four Key Questions About Financial Health

1. How strong are the organization’s reserves? How liquid are they?

2. What are the trends in operating results? 

– Surpluses or deficits?

– vs last year?

3. How is the organization investing its resources?

7
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3. How is the organization investing its resources?

4. How many months of operations can be covered with 
available cash?

UNDERSTANDING AUDITED 
FINANCIAL STATEMENTSFINANCIAL STATEMENTS
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Nonprofit Financial Health Assessment Tool

9
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Annual Financial Audit: Definition

A series of procedures followed by an independent professional 
accountant used to test, on a selective basis, transactions and 
internal controls in effect, all with a view to forming an opinion on 
the presentation of the organization’s financial statements
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California Audit Requirements

A di   i d f  h i bl  i i  i h  l • Audits are required for charitable organizations with gross annual 
revenue of $2 million or more

• No threshold or requirements for a Review or Compilation

Single Audit Requirements

Orgs that expend $750,000 or more in federal awards in a given 
fiscal year are required to conduct a single audit under OMB A-133
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fiscal year are required to conduct a single audit under OMB A 133
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Order of statements in the audit

• Statement of Financial Position (Balance Sheet)

• Statement of Activities (Income Statement)

• Statement of Functional Expenses (Required for Voluntary Health & 
Human Service Organizations)

• Statement of Cash Flows

13
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• Management Letter
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Four Key Questions About Financial Health

1. How strong are the organization’s reserves? How liquid are they?

2. What are the trends in operating results? 

– Surpluses or deficits?

– vs last year?

3. How is the organization investing its resources?
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3. How is the organization investing its resources?

4. How many months of operations can be covered with 
available cash?
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2016 2015

Unrest Temp Unrest Temp

Income 315 100 35 30

Released from Restriction 70 (70) 70 (70)

Total Revenue 385 30 105 (40)

Statement of Activities

Statement of Financial Position

Audited Financial Statements: How the Numbers Flow

2016 2015

Assets 200 30

Liabilities 10 10

1
2

Total Revenue 385 30 105 (40)

Expenses 245 215

Change in Net Assets 140 30 (110) (40)

Beginning Net Assets 15 5 125 45

Ending Net Assets 155 35 15 5

Statement of Functional Expenses

Statement of Cash Flows 
2016 2015

Cash Flows from:

Operations 230 205
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Unrestricted Net Assets 155 15

Restricted Net Assets 35 5

Operations 230 205

Investing (30) 15

Financing (30) (200)

Change in Cash 170 20

Beginning Cash 30 10

Ending Cash 200 30

2016 Program M&G Fundraising Total

Personnel 90 30 20 140

OTPS 70 20 15 105

Total 160 50 35 245

2015 Program M&G Fundraising Total

Personnel 90 25 15 130

OTPS 40 30 15 85

Total 130 55 30 215
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What We Own:
• Cash
What We Own:
• Cash

What We Owe:
• Bills due
What We Owe:
• Bills due

Assets

Liabilities

=
+

• Receivables

• Investments

• Property, Plant & 
Equipment, net

• Receivables

• Investments

• Property, Plant & 
Equipment, net

• Line of Credit

• Deferred Revenue

• Debt (short- and 
long-term)

• Line of Credit

• Deferred Revenue

• Debt (short- and 
long-term)

Our Available Capital
• Unrestricted
Our Available Capital
• Unrestricted

#fiscalstrength

Net Assets

Unrestricted
̶ Board Designated
̶ Fixed Assets
̶ Other

• Temp. Restricted

• Perm. Restricted

Unrestricted
̶ Board Designated
̶ Fixed Assets
̶ Other

• Temp. Restricted

• Perm. Restricted
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LUNA /  Working Capital
Short-term
Liquid Capital

Facility Reserve

Debt Repayment

Growth & Innovation

Longer-term 
Reserves 
(may be board 
designated)

cc
es

si
bi

lit
y
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Temp. Restricted Net Assets*

Endowment**

Donor restricted 
capital

Ac

*To be accessed only if delivering on donor expectations **Only earnings are accessible



11

Liquid Unrestricted Net Assets (LUNA)

R t  th  ti  f  g i ti ’  t i t d t t  th t • Represents the portion of an organization’s unrestricted net assets that 
could be converted to cash relatively easily

• Is a measure of funds available to an organization for purposes such as 
supplying working capital, guarding against downturns, and pursuing new 
opportunities

LUNA = 
Unrestricted Net Assets (Fixed Assets Debt Related to Fixed Assets) 
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Benchmark: LUNA sufficient to cover 3-6 months of operating expenses is 
generally considered healthy, but this depends on an organization’s 
business model, plans and goals.

Unrestricted Net Assets – (Fixed Assets – Debt Related to Fixed Assets) 

Balance Sheet: Liquid Unrestricted Net Assets (LUNA)

Months of Liquid 
Net Assets

Liquid Unrestricted Net Assets

Average Monthly Expense

Indicator Calculation

22
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Calculating LUNA

23
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How Are They Funded ?

Annual  
S l  

Budgetary  
Line Item      
for Annual 

Replenishment

  Re-designation   
of Special 
Purpose  
Funds

Targeted 
F d i  

24
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Reserves

Surplus 
Designation

Foundation 
Investment
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Balance Sheet: Months of Cash on Hand

Months of Cash 
on Hand

Total Cash and Cash Equivalents

Average Monthly Expense

Indicator Calculation

25
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25

Calculating Months Cash on Hand

26
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Balance Sheet: Composition of Net Assets

Composition of  
Net Assets

Unrestricted Net Assets

Total Net Assets

Temporarily Restricted Net Assets

Indicator Calculation
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Temporarily Restricted Net Assets

Total Net Assets

Permanently Restricted Net Assets

Total Net Assets

EXAMPLE

$751,538 $1,122,853 
$938,416 

40%

60%

80%

100%

Unrestricted Temporarily Restricted Permanently Restricted
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$1,250,727 
$1,366,212 

$1,747,503 

0%

20%

40%

2011 2012 2013
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Age of Fixed assets

Age of Fixed 
Assets

Fixed Assets – Accumulated Depreciation

Indicator Calculation

Total Fixed Assets
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EXAMPLE

$36,465 

$63,599 
$91,370 

60%

80%

100%

Percent of Fixed Assets Undepreciated Percent of Fixed Assets Depreciated

30
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$102,336 
$89,203 

$69,103 

0%

20%

40%

2011 2012 2013

Benchmark
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Organizational performance for the fiscal year

• Revenues by type and restriction

• Expenses broken out functionally

• Fiscal year’s operating results (gains/losses)

• Amount released from restrictions

Revenues released from restriction

31
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• Balance of Temporarily Restricted Net Assets being carried forward 
into the next fiscal year
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Operating 
Results TRNA 

balance 
going into the 

next fiscal 
yearReserve

Balance

Statement of Activities: Operating Results

Operating 
Results

Unrestricted Revenue – Total Expenses

Indicator Calculation

34
#fiscalstrength



18

Calculating  Operating Results

35
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Statement of Activities: Revenue Composition

Revenue 
Composition

Contribution & Foundation Support

Total Revenue

Government Contracts

Indicator Calculation
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Government Contracts

Total Revenue

Earned Income

Total Revenue
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EXAMPLE
$1.8 

$0.6 

$0.8 

$1.0 

$1.2 

$1.4 

$1.6 

Government Funding

Contributions

Earned Revenue

Investment Income

37
#fiscalstrength

$0.0 

$0.2 

$0.4 

2011 2012 2013

Other Revenue
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Expense Analysis

• What is the largest program?

– Is the program with the largest expense a program aligned with the 
organization’s mission?

• What is the largest expense?

– Salaries and benefits are often an organization’s largest expense

– Salaries and benefits commonly make up 60% or more of total 

39
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– Salaries and benefits commonly make up 60% or more of total 
expenses

Functional Expense Definitions

Classification Description Examples

Program, separated by 
major programs

The direct provision of goods or services 
related to the organization’s mission 
and purpose

Program supplies, 
salaries of program 
staff

Support Services: 
Management &  
G l

Activities such as oversight, business 
and financial management

Audit costs, salaries 
of Finance and HR 
t ff

40
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General and financial management staff

Support Services: 
Fundraising

Incurred in inducing donors to 
contribute

Costs to produce a 
donor event, salaries 
of fundraising staff
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Largest 
Expense

Matches amounts on Statement of Activities Largest Program
79.2% 8.6% 12.2%

Investment of Resources

Expense ratios: The percentage of funds spent by the organization 
in each functional area

Program Expense

Total Expense

Fundraising Expense

Total Expense

Mgmt. & General Expense

Total Expense

42
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Benchmark: Benchmark: Benchmark:
65%-70% 20%-25% 10%-15%

Source BBB Wise Giving Alliance Charity Accreditation Standards:
http://give.org/for-charities/How-We-Accredit-Charities/
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Statement of Functional Expenses: Resource Allocations

Functional Expense 
Composition

Program Expense

Total Expenses

General & Administrative Expense

Indicator Calculation
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p

Total Expenses

Fundraising Expense

Total Expenses

Calculating Resource Allocation

44
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Understanding the Statement of Cash Flows

• Looks at where cash was obtained and spent 

• Reports on the following activities:

– Operations

– Investing

– Financing

45
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• Must disclose any non-cash activity such as acquisitions of equipment on 
finance

Definition

• Cash Flow: The difference between the amount of cash coming in 
to an organization and the amount of cash going out

• Cash Flow Budget: 12- to 18-month plan for cash disbursements 
and receipts, month by month, incorporating both operating and 
capital requirements

46
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Who is involved in projecting cash flow?

• Involve key staff as necessary when drafting cash flow projections:
– Development staff for information on cash receipts from 

private funders
– Program staff for information on the timing of payment for key 

expenditures
– Grants Management staff for information on government 

i bl
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receivables

Planning and managing cash flow throughout the year:

• Manage  credit terms with vendors 
• Incorporate short-term borrowing options such as a line of credit 

for periods of negative cash flow
– Plan ahead: identify and secure sources of lending when cash position is 

strongest

• Identify periods of positive cash flow when idle cash will be 
available for investment

48
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available for investment
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What to do What not to do

• Focus on receivables collections
• Liquidate short-term investments, 

if available
• Use Line of Credit
• Delay non-critical vendor 

payments

• Do not delay payment of payroll 
taxes

• Avoid personal loans from staff 
and Board members, if possible
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• Negotiate with foundations on 
timing of payments

Line of Credit

• Can smooth out uneven cash inflows and outflows over the course 
of a year

• Lenders may limit borrowings based on the size of a borrower’s 
accounts receivable or grant commitments

• There may be a fee for non-use as well as a “clean up” provision

50
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• Should never be used to fund an operating deficit or capital 
expenditures
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Toolkit:
StrongNonprofits.org

Cash Flow Projection Template +
Online Tutorial

#fiscalstrength
51
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Matches cash amount on 
Statement of Financial Position

Significant Disclosures

• Description of the organization

• Basis of accounting (cash, accrual and modified accrual)

• Fixed assets

• Debt

• Temporarily and permanently restricted net assets

54
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• Related party transactions

• Subsequent events

• Commitment and contingencies
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Financial Health Narrative: Part 1

#fiscalstrength
55

Financial Health Narrative: Part 2

#fiscalstrength
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Financial Health Narrative: Part 3

#fiscalstrength

Management Letter

• Issued by the auditor

• Identifies areas of operations or procedures that the organization may 
want to improve or redesign

• Reports any "material weaknesses" and significant deficiencies

• May include an organization’s corrective action plan

58
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– On a quarterly basis, the Finance and Audit Committee should check in on 
the progress in implementing this plan
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IRS FORM 990IRS FORM 990
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Some Critical Areas of Focus

• Part I: Cover Page (Summary)

• Part I: Statement of Program Service Accomplishments

• Part VI: Governance, Management & Disclosure

• Part VII: Compensation of Officers, Directors, Key Employees, etc.

61
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• Schedule A: Public Charity Status and Public Support

• Schedule G: Fundraising Activities

Part 1: Cover Page (Summary)
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Part 1: Statement of Program Service Accomplishments

Section A: Governing Body and Management

• Use of management company

• Changes to organizational documents

• Documentation of board and committee meetings

• Presentation of 990 to board 

Li t f ffi  di t  t t   k  l  t h bl  

64
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• List of officers, directors, trustee or key employees not reachable 
at organization’s mailing address
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Part VI, Section A: Governing Body and Management

Section B: Policies

• Process for determining compensation.  Process should include:

– A review and approval by independent persons

– Comparability data

– Contemporaneous substantiation of the deliberation and 
decision

66
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 Additional questions on compensation: Part VII
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Part VI, Section B: Policies

Section C: Disclosure

• States in which 990 is filed

• How governing documents, conflict of interest policy and financial 
statements are made public

68
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RESOURCESRESOURCES

Citywide Nonprofit 
Laura Marshall (Program Lead)
Project Manager
(415) 554 7511Monitoring and Capacity 

Building Program

Public Website: 

http://sfcontroller.org/nonpr

(415) 554-7511
Laura.Marshall@sfgov.org

Kendra Froshman(General Inquiries)
Sr. Performance Analyst
(415) 554-7529
Kendra.Froshman@sfgov.org

J ff P k  S

#fiscalstrength

ofits
– Training Materials
– Resources for Nonprofits

Jeff Pomrenke (SharePoint)
City Hall Fellow
(415) 554-5365
Jeffrey.Pomrenke@sfgov.org
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Citywide Nonprofit Monitoring and Capacity Building Program

• Link to materials: www.sfcontroller.org/nonprofits
• Standard Fiscal & Compliance Monitoring Form
• Citywide Fiscal & Compliance Monitoring Guidelines
• Training Materials

71
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• The Key to Long Term Financial Health Liquid Unrestricted Net Assets (LUNA), 
Hilda Polanco, New York Nonprofit Press, May 2012: 
http://www.nynp.biz/index.php/strengthening-nonprofits/10505-the-key-to-long-http://www.nynp.biz/index.php/strengthening nonprofits/10505 the key to long
term-financial-health-liquid-unrestricted-net-assets-luna-

• Operating Reserve Policy Toolkit for Nonprofit Organizations, sponsored by 
the National Center for Charitable Statistics, Center on Nonprofit and 
Philanthropy at the Urban Institute, and United Way Worldwide,   September 
15, 2010 
http://www.nccs2.org/wiki/images/b/b4/Operating_Reserves_Policy_Toolkit_1st
Ed 2010-09-16.pdf

#fiscalstrength

_Ed_2010 09 16.pdf

72
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StrongNonprofits.org

In collaboration with the Wallace Foundation, FMA has created a library of 
tools and resources to help organizations become “fiscally fit”

Four Topic Areas:  Planning |  Monitoring |  Operations |  Governance
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Online Tutorials for StrongNonprofits.org

FMA is offering complimentary orientation one-hour webinars that will 
feature a high-level overview of the website and drill down on several 
resources housed on the site. 

Upcoming webinar dates:

• June 2, 2016 at 11:00 am PDT

To register, or check for future webinar dates, see the following webpage:

74
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http://fmaonline.net/strongnonprofits
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QUESTIONS?

Session 2: Operational Excellence

• Date:  May 12, 2016

• Time:  9am – 1pm

• Topic: This workshop will focus on the foundational components of 
Operational Excellence - effective teams, integrated technology systems, 
and efficient workflow - and will leave participants with a renewed vision 
of what it means to operate at the highest levels to achieve solid program 

 Th  i  ill l  h   id if  if  i i  i   

76
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outcomes. The session will explore how to identify if an organization is on 
the right track to achieve operational excellence across all functions and, 
if not, how to most effectively shift course. 
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• Established in 1999 to serve not-for-profit organizations around the country

• Provides customized financial management, accounting, software, organizational 
development  human resources  and other consulting servicesdevelopment, human resources, and other consulting services

• Works directly with organizations or through funder-supported management and 
technical assistance programs

FMA's mission is to empower not-for-profit organizations with the knowledge 
and skills to successfully serve their constituents and fulfill their missions

#fiscalstrength

@FMA4Nonprofits

/FiscalManagementAssociates

linkedin.com/company/fiscal-management-
associates-llcwww.fmaonline.net

Rebecca Coker, MPA
rcoker@fmaonline.net

415.871.0109
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New York | Chicago | Oakland | Los Angeles


