
The Board’s Guide to Money

Session #1:
Understanding Financial Statements

Using Common Ratios for Dashboards/KPIs

12:00p – 1:00p MDT | May 14, 2024



Adam Jespersen, MBA (he/him) 
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Welcome!

mailto:ajespersen@mtnonprofit.org


Session Agenda:

12:00 – 12:10: Introductions and Course Overview

12:10 – 12:20: Balance Sheet

12:20 – 12:30: Income Statement

12:30 – 12:40: Cash Flow Statement

12:40 – 12:45: Introductions to KPIs and Ratios

12:45 – 12:55: Liquidity and Profitability

12:55 – 1:00: Ratio Analysis Template



Course Schedule:

May 14 – Understanding Financial Statements

1.The Board’s Role

2.The Big Three

3.Key Insights – Introduction to Ratios

May 21 – Board Systems and Reporting

1.Ratios Continued

2.Financial Systems

3.Financial Reporting



Course Schedule:

Coaching

Organizational Development

Customized Templates

Additional Training on Concepts

Use link in Thinkific Course to Book FREE Q&A or Exploratory call

After free call -- $100/hour



Course Overview:

https://mtnonprofit.thinkific.com/courses/board-s-guide-to-money-2024



Course Overview:



Before We Begin…The Board’s Role

Fiduciary: 

“A person that makes financial decisions on behalf 
of another party who is legally obligated to act in 

their best interests.” 



Before We Begin…The Board’s Role

Fiduciary: 
1.Duty of Care: Take care of the nonprofit by ensuring prudent use of all 
assets

2.Duty of Loyalty: Ensure that the nonprofit's activities and transactions are, 
first and foremost, advancing its mission; Recognize and disclose conflicts of 
interest; Make decisions that are in the best interest of the nonprofit corporation

3.Duty of Obedience: Ensure that the nonprofit obeys applicable laws and 
regulations; follows its own bylaws; and that the nonprofit adheres to its stated 
corporate purposes/mission.



Before We Begin…The Board’s Role

Board members are the ultimate Financial Leaders 
in any nonprofit organization.



Defining Financial Leadership

Financial 
Management
990s | Debits/Credits | 

Audits | Internal Controls | 
Policy



Financial Leadership
Business Model | Strategy | Decision 

Making
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THE MISSION
What we do | How we do it | What we value

Financial Leadership
Business Model | Strategy | Decision 

Making

Defining Financial Leadership

Financial 
Management
990s | Debits/Credits | 
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Understanding Financial Statements



The Big 3 Financial Statements

1. Balance Sheet – Statement of Financial Position
“How are we financially, right now?”

2. Income Statement – Statement of Financial Activity
“Where did our money come from and go last month?”

3. Cash Flow Statement
“What did our total cash activity look like last month?” 



Balance Sheet – Statement of Financial Position

Shows financial “position” of an 
organization at a single point in time

It’s a snapshot of everything an 
organization has and owes at one point 

in time.



Balance Sheet – Statement of Financial Position

THE Accounting Equation

Assets = Liabilities + Equity
______________________________

Assets: Everything I HAVE

Liabilities: Everything I OWE

Equity: What I’m WORTH



Balance Sheet – Statement of Financial Position

THE Accounting Equation

Assets = Liabilities + Equity

= +
$250K $200K $50K



Balance Sheet – Statement of Financial Position

THE Accounting Equation

Assets = Liabilities + Equity

Nonprofit Equation:
Assets = Liabilities + Net Assets



Balance Sheet – Statement of Financial Position

THE Accounting Equation

Assets = Liabilities + Equity

Nonprofit Equation:
Assets = Liabilities + Net Assets



Balance Sheet – Statement of Financial Position

Assets:
• Listed in order of liquidity (nearness to cash)

• Current Assets = Reasonably able to be liquid 
within 12 months

• Receivable = Promise to Pay

• Fixed Assets =
• Capitalized Assets (e.g. Buildings, 

equipment, vehicles, property)
• Valued at historical book value AFTER 

depreciation
• “Depreciation” = allocation of cost of a 

tangible asset over its useful life.



Balance Sheet – Statement of Financial Position

Assets:
• Other Assets: Anything else the organization 

has that is NOT current (illiquid) and is NOT a 
Fixed Asset.
• Endowment
• Long-term receivable (beyond 12 months)
• Prepaid expenses

• Asset values do NOT denote donor 
restrictions.



Balance Sheet – Statement of Financial Position

Liabilities:
• Listed in order of maturity (when payment is 

due)

• Current Liabilities = Those that are due 
within 12 months

• Payable = Obligation to pay

• Debt = Will be split between portion due 
within 12 months (current) and the rest 
(other)

• Other Liabilities = Obligations that are not 
due within 12 months



Balance Sheet – Statement of Financial Position

Net Assets:
• A calculation of the organization’s net worth.

• “What’s left after accounting for what you 
owe.”

• Listed as with or without donor restriction.



Balance Sheet – Statement of Financial Position

The Form-990
• Part X on the full Form-990 
• Part II on the Form 990-EZ (condensed)



Income Statement – Statement of Financial Activity

Shows revenues received and expenses 
spent over a specified period of time

YOU DECIDE your “chart of accounts” 
and the order in which they are listed.



Income Statement – Statement of Financial Activity
Revenues:

• Categories (“buckets”) where you 
typically receive money.

• “Earned” Revenue: Do something 
and get paid for it.
• Fee for Service
• Gov’t Contract

• “Contributed” Revenue: Charitable 
Contribution
• Donations
• Special Events
• Foundation Grants



Income Statement – Statement of Financial Activity
Expenses:

• Categories (“buckets”) where you 
typically spend money.

• Personnel: Salaries and Wages
• Travel: Fuel, Lodging, Food, Airline
• Occupancy: Mortgage INTEREST, Rent, 

Utilities 
• Supplies: Office, Program, Donor

The categories should make sense for 
how you do your mission!



Income Statement – Statement of Financial Activity
Bottom Line:

• Revenues minus expenses gives you 
“the bottom line”

• Could be called:
• Net Operating Revenue
• Net Income
• Net Profit
• Surplus/Deficit
• Change in Net Assets



Income Statement – Statement of Financial Activity

Audited Statements:
• Will separate revenue as with or 

without donor restriction

• Will separate expenses as either 
program, management and 
general, and fundraising

• “Overhead rate” is the % of 
expenses that are non-program.



Balance Sheet – Statement of Financial Position

The Form-990
• Part VIII and IX on the full Form-990 
• Part I on the Form 990-EZ (condensed)
• Full 990 will break out program and 

overhead expenses.  EZ will NOT.



Balance Sheet – Statement of Financial Position

A Note About Your Chart of Accounts
• Strive for Elegance – Simple, yet complete

• Keep it current

• When building or reviewing your chart of accounts, ask:
1. Is this line item absolutely necessary to manage our organization and make 

strategic decisions?
2. Is this line item required by outside users of our information (e.g. funder, 

accrediting body, contractor)?
If the answer is no, consolidate



Cash Flow Statement

Shows cash flow into and out of the 
organization over a specific period 

of time.

Is different than the income 
statement for 2 reasons:

1. Accrual Accounting
2. Non-Operating Uses of Cash



Cash Flow Statement

Accrual Accounting:

The general idea is that economic events are recognized by 
matching revenues to expenses (the matching principle) at the 

time in which the transaction occurs rather than when payment is 
made or received. - Investopedia



Cash Flow Statement

Accrual Accounting:

Example: Adam provides 1 hour of service to Good Nonprofit in 
January ($100 in revenue).  MNA bills Good Nonprofit for this 
service, and Good Nonprofit pays MNA in March.

Adam provides one hour of service ($30 in expense). MNA pays 
Adam for this service in February.



Cash Flow Statement

Accrual Accounting:

Cash Basis Accrual Basis

January February March

Revenue $100

Expense ($30)

Net Income $0 ($30) $100

January February March

Revenue $100

Expense ($30)

Net Income $70



Cash Flow Statement

Non-Operating Uses of Cash

Budgeted Expenses
Investments
Equipment

Maintenance
Technology

Debt



Cash Flow Statement

Think Sources and Uses
NOT Revenue and Expense

Sources and Uses 
(Most Broadly)

• Operating Activities: Normal operations (most activity)
• Investing Activities: Buying Stocks (use), cashing out 

stocks (source)
• Financing Activities: Drawing on LOC (source), paying 

the mortgage (use)



Cash Flow Statement

Two Types of Cash 
Flow Statements 

(Both use OIF)

• Direct: Add up cash in and cash out in each category
• Indirect: Start with Net Income and adjust for non-cash 

revenues and expenses.



Cash Flow Statement
Direct Indirect



So What? – How to Analyze Financial Statements



So What? – How to Analyze Financial Statements

Why is this Important?

• High level snapshot of financial 
health – with context

• Benchmarks performance to peers 
and to yourself over time.

• Keeps leaders focused on high-level 
concepts and decisions.



So What? – How to Analyze Financial Statements

Liquidity
A measure of how much cash and assets that can be easily converted to cash (such 
as short-term investments) an organization has available for use in the immediate 
or near future.” - Propel Nonprofits

Two Measures:
•Days Cash on Hand
•Liquid Unrestricted Net Assets (LUNA)

Also Known as “Operating Reserve”

General Goal is 90+ Days — Depends on Spending and Revenue Volatility



So What? – How to Analyze Financial Statements

Liquidity



So What? – How to Analyze Financial Statements

Liquidity

Days Cash on Hand

Temp Restricted Unrestricted



So What? – How to Analyze Financial Statements

Liquidity

Temp Restricted Unrestricted

Liquid Unrestricted 
Net Assets (LUNA)



So What? – How to Analyze Financial Statements

Efficiency and Profitability

https://nonprofitquarterly.org/how-much-profit-does-a-nonprofit-need/

What is the productivity of 

my assets?



So What? – How to Analyze Financial Statements

Other Ratios:

Solvency
Debt

Reliance
Revenue Mix

Personnel Cost
Overhead

Profit Margin



So What? – How to Analyze Financial Statements

Ratio Analysis Template
• Schedule to update regularly (monthly, quarterly, 

bi-annually)

• Set goals and track trends

• Know “Why?”

• Over time, see relationships between ratios

• Use for scenario planning (e.g. What if we bought that building?)



Adam Jespersen, MBA (he/him) 
Executive Director

ajespersen@mtnonprofit.org
(406) 449.3717

See you Next Week!

Feel free to reach out 
when the time is right.

mailto:ajespersen@mtnonprofit.org

