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Initiative Overview 
Hartford Foundation for Public Giving’s team and Fiscal Management Associates (FMA) have partnered 

to deliver a Financial Management Training series (October 2020 – February 2021) to increase the 

financial and operational stability and resiliency of a cohort of organizations. Together, we believe that if 

organizations are rooted in a sound financial position and develop discipline around financial and 

operational practices, then they will be better positioned to deliver innovative programs in support of 

their mission. Through virtual convenings, and coaching, organizations in this cohort will work towards 

becoming more durable and resilient in the face of challenging times. 

Key Program Activities  

Each organization participates in the following: 

• Organization pre-assessment for baseline capacity and financial practices 

• Development of a multi-year financial health trends analysis for each participant 

• Hands-on learning activities in a workshop setting, and as part of a series of virtual convenings 

• Coaching geared toward creating space for each organization’s specific context and helping 

leaders hold themselves accountable  
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Today’s Session:  

Understanding Nonprofit Financial Health 
 

 

 

 



 

   
 

 

 

Guide to General Accepted Accounting 

Principles (GAAP) Financial Statements & 990 
External Reporting Requirements 

GAAP Financial Statements 

 

 Refer to By-laws 

 State Reporting Requirements* 

 Funders? 

IRS Form 990 

 

 Form 990 

 Form 990-EZ 

 Form 990-N 

 

 

Required Components  
• Financial statements: 

o Statement of Financial Position (Balance Sheet) 

o Statement of Activities (Income Statement) 

o Statement of Functional Position 

o Statement of Cash Flows 

o Footnotes Disclosures  

• Other Potential Deliverables:  

o Opinion Letter (for audit): Standard letter in all audits stating the role of the 

management and auditor, as well as the auditor’s “opinion” of the organization’s 

financial management 

o Accountant’s Review Report (for review)  

o Management Letter (if applicable): Optional letter issued by the auditor outlining 

concerns or questions that may have come up during the audit 

* GAAP basis accounting requires accrual basis of accounting  

The IRS Form 990 
An information return for organizations exempt from income tax which provides the IRS and state 

charity agencies information to assisted them in enforcing the laws government nonprofits.  

All nonprofits with revenue over $50,000 must submit the 990 or 990EZ.  

 

* State of CT – Annual gross revenue in excess of $500,000 requires submitting financial 

statement audit 



 

   
 

 

 

Statement of Financial Position (Balance Sheet) 
 

The Statement of Financial Position is a financial statement that reports the assets, liabilities, and net 

assets of an organization on a given date. In the audit, it reflects the accumulated operating results for 

the life of an organization. 

 

  What We Own                      What We Owe                        Available Capital 

 

Assets

•Cash

•Receivables

•Investmenrs

•Property, Plant, 
Equipment

Liabilities

•Bills due

•Line of Credit

•Deferred 
Revenue

•Debt (short-
and long-term

Net Assets

•Without Donor 
Restrictions 
(Board 
Designated, Fixed 
Assets, Other

•With Dononr 
Restriction



 

   
 

 

 

 



 

   
 

 

 

 

 

Liquidity 
Liquidity describes how easily you can access your assets as cash.  Assets are listed on your Balance 

Sheet in order of liquidity, with the most liquid assets (cash) listed at the top. 

 

 



 

   
 

 

 

Fixed Assets and Depreciation 

Fixed Asset (aka Capital Assets)  
An asset that is valued over a pre-determined dollar threshold and will benefit the organization beyond a 

time span of 1 year. 

Depreciation 
Depreciation is an accounting method of allocating the cost of a fixed asset over its useful life. 

Depreciation is defined as the reduction in the value of an asset with the passage of time, due in 

particular to wear and tear.  

How it Works 
Purchases of fixed assets provide value not only in the year that asset is purchased but over the full 

useful life of the asset. Rather than accounting for the full value of a large asset in the year it is 

purchased (e.g. a new building), depreciation is a way to account for how much of the asset is being 

used each year of its useful life.  

For example, a fixed asset costing $100,000 with a useful life of 10 years would be depreciated at 

$10,000 each year for 10 years. 

 



 

   
 

 

 

Capital for Change and Security 
 

 
 

 

Months of Cash on Hand 

Months of Cash-on-Hand represents the amount of cash the organization has available divided by the 

average monthly operating expenses of the organization. This metric does not remove any bills that 

need to be paid or distinguish between assets with and without donor restrictions that may both be 

included in cash. 

 

      Money in the     What We Spent                           Operating 

             Bank    on Average Per        Runway 

             Month 

 



 

   
 

 

 

 

Liquid Unrestricted Net Assets (LUNA) 
 

LUNA represents the amount of cash, receivables, and investments (excluding fixed assets) without 

donor restrictions an organization has available to spend after board-designated reserves, bills, and 

debt are removed. LUNA consists of that portion of an organization's net assets balance without donor 

restrictions that could be converted to cash relatively easily if necessary. Months of LUNA is calculated 

as a percentage of average monthly operating expenses (excluding depreciation).  LUNA represents an 

organization’s financial strength and flexibility to pursue new opportunities or weather financial 

challenges. 

 

 
 

 
        

  



 

   
 

 

 

Guide to GAAP Financial Statements & 990 
Statement of Activities (Income Statement) 

The Statement of Activities is a financial statement that shows our organizational performance over a 

specific period of time. Key information in this report includes: 

• Revenue by type and restriction, as well as what has been released from restriction 

• Expenses by function 

• Fiscal year operating results 

Operating Results 

Operating Results measures the difference between the amount of revenue without donor restrictions 

an organization brings in and the amount it spends for one year.  An operating surplus (positive number) 

means the organization brought in more than it spent.  An operating deficit (negative number) means 

the organization spent more than it brought in. 

 

What We Earned                    What We Spent                             Our Results 

 

 

 

 

 

 

 

 

 

 

 

Revenue 
Without 
Donor 

Restrictions

Expenses
Surplus

(Deficit)



 

   
 

 

 

 
 

 



 

   
 

 

 

GAAP Financials vs. 990  

 



 

   
 

 

 

Activity: Calculating Metrics 
We will place you into breakout groups. 

As a group, using the sample financials provided or your organization’s financials, discuss the 

following questions:  

➢ What questions do you have as you review the statements? 

➢ What do you notice about LUNA and/or months of cash on hand? 

Reflect on anything you’d like to share with the larger group when we debrief. 

 

 

 

  



 

   
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

   
 

 

 

Statement of Functional Expenses  

The Schedule of Functional Expenses reports expenses by their function (program, management & 

general, and fundraising) and by the nature of expense (salaries, rent). 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

   
 

 

 

Expense Rations 

 

 

 

 

 



 

   
 

 

 

Resource: StrongNonprofits.org 
 

 

 

In collaboration with the Wallace Foundation, FMA has created a library of tools and resources to help 

organizations become “fiscally fit” 



 

   
 

 

 

Session 2 Homework 

1. Calculate Your Metrics 
Using your organization’s audit and the tool from today’s activity, calculate the operating surplus, 

months of cash on hand, and month of LUNA for your two most recent fiscal years. If you do not have an 

audit, use the sample financials from the activity. 

 

2. Budget Assessment 
As a team, discuss the following prompts and rate your organization prior to the next training session. In 

addition, take some time as a team to talk through your current budget process. If you have time, we’d 

even recommend mapping it out “on paper!” 

 

How well does your organization engage in the following budgeting 

best practices? 
 

Our organization’s 

Operating Budget: 
Not Well 

 

Moderately Well 

 

Extremely Well 

1. Helps our organization to achieve our 

mission and represents our values 
   

2. Reflects the organization’s financial and 

programmatic goals  
   

3. Presents revenue and expense by 

programmatic/functional activity 
   

4. Documents assumptions and cost 

allocation methodologies, which are 

applied consistently and are reasonable 

   

5. Includes capital expenses, such as: 

• Loan interest payments 

• Depreciation 

   

6. Presents revenue available for current 

year operations, including funding raised 

in prior years 

   

7. Presents sources of funding (i.e. 

foundations, individual donors, earned 

income, etc.) 

   

8. Provides a realistic outlook of what is 

likely to happen during this fiscal year 
   



 

   
 

 

 

 

How well does your organization engage in the following budgeting 

best practices? 
 

9. Shows impact to organization’s reserves 

(surplus = increase; deficit = depletion) 
   

10. Is understandable to multiple users such 

as board, finance committee and program 

managers 

   

11. Shows total program costs, not just 

expenses covered by specific grants or 

contracts (funded vs unfunded expenses) 

   

12. Involves the appropriate stakeholders and 

at the appropriate time 
   

13. Includes a narrative outlining significant 

changes from prior year and areas of risk 
   

14. Receives board approval prior to the start 

of the fiscal year 
   

15. Facilitates reporting of actual results 

compared to budget 
   

16. Builds on lessons learned from previous 

budgeting processes 
   



 

   
 

 

 

Appendix 
Calculate Your Metrics – Answer Key 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

   
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

   
 

 

 

 

Create a Zoom Name Badge 

 

Zoom Controls 

 



 

   
 

 

 

 

Zoom Annotation Functionality 

 


