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What are indicators 

that an organization is 

financially healthy?



Financially resilient 

organizations 
Stay focused on the long-term while continually 

assessing and responding to current needs. They 

understand and are able to tell their financial story.



What does a financially resilient organization look like?Financial Resilience in Nonprofit Organizations

4



5

Order of statements in the audit

Statement 
of 

Financial 
Position

BALANCE 
SHEET

Statement 
of 

Activities

INCOME 
STATEMENT

Statement 
of 

Functional 
Expenses

Statement 
of Cash 
Flows 

Opinion Letter

Notes

3a Complete package

Introduction to Financial Statements



What does a financially resilient organization look like?Revenue restrictions 
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What does a financially resilient organization look like?Depreciation
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What does a financially resilient organization look like?Balance Sheet

Assets

• Cash

• Receivables

• Investments

• Fixed Assets

Liabilities

• Bills due

• Line of Credit

• Deferred 
Revenue

• Debt (short-and 
long-term)

Net Assets

• Unrestricted 
(Board Designated, 
Fixed Assets, Other)

• Temp. 
Restricted

• Perm. 
Restricted

What is Owned What is Owed Net Worth
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Cash

Property & Equipment

Investments

Receivables

A
c
c
e

s
s
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y

Assets & Liquidity
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What does a financially resilient organization look like?
Statement of Activities 

& Statement of Functional Expenses

Unrestricted 
Revenue

Expenses
Surplus 
(Deficit)

What was Earned What was Spent Results

Statement of 

Functional 

Expenses
10



What does a financially resilient organization look like?Financial Health Analysis Tool
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What does a financially resilient organization look like?Operating Results

Unrestricted 
Revenue

Expenses
Surplus 
(Deficit)

What was Earned What was Spent Results

6f YTD net income is either a positive number or explanation

1

3k Total unrestricted net income is positive over sum of 2 years or 

explanation [pilot]
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What does a financially resilient organization look like?Months of Cash-on-Hand

Cash and 
Cash 

Equivalents

Average 
Monthly 

Operating 
Expenses

Months of 
Cash on 

Hand

Money in the 

Bank

What was Spent 

on Average Per 

Month

Operating 

Runway
Money in the 

Bank

3m
In current audit agency has at least 60 days of cash (doesn’t 

include non-cash in operating expenses) [best practice]

3l Total change in cash is positive over 2 years or explanation 

[best practice]
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Total Current 
Assets

Total Current 
Liabilities

Working 
Capital Ratio

What does a financially resilient organization look like?Working Capital Ratio

What is Owed in 

the Next 12 Mos.

How Assets Can 

Cover Liabilities in 

the Short-Term

Cash and Other 

Assets Converted 

to Cash within 

the Next 12 Mos.

6b Working capital ratio is greater than 1

5
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Unrestricted 
Net Assets

Illiquid Net 
Assets

Liquid 
Unrestricted 
Net Assets

What does a financially resilient organization look like?Liquid Unrestricted Net Assets (LUNA)

Unavailable Net 

Worth

Operating 

Reserves

Unrestricted Net 

Worth

6

7 Months of Operating 

Reserves

15



What does a financially resilient organization look like?Auditor’s Opinion

Audit completed within 6 months of end of fiscal year3e

Unmodified opinion

16

3b

We believe that the audit evidence we have obtained is sufficient and appropriate to provide 

basis for your audit opinion.

Opinion

In our opinion, the financials statements referred to above present fairly, in all material 

respects, the financial position of Nonprofit Org as of June 30, 2018, and the changes in its net 

assets and its cash flows for the years that ended in accordance with accounting princicples

generally accepted in the United States of America.

San Francisco, CA

September 14, 2018



What does a financially resilient organization look like?Notes to the Financial Statements

3c No material weaknesses or going concern in the notes

• Basis of accounting 

• Fixed assets

• Debt

• Restricted net assets

• Related party transactions

• Subsequent events

• Commitment and contingencies
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What does a financially resilient organization look like?Management Letter

3f

3g

Letter signed by audit firm

For prior year findings, reasonable 

explanation of correction action

3d
No audit findings and/or 

questioned costs



Accounting Standards Update (ASU)

Issued in August 2016

First major revision        
since 1993

Effective Date: Calendar 
2018 or Fiscal Year 2019 

• ASU 2016-14:
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Key Provisions

ASU 
2016-14

Liquidity & 
Availability

Functional 
Expenses

Net Asset 
Classification

Investment 
Return

Underwater 
Endowments
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Net Asset “Classification”

Unrestricted Net 
Assets

Net Assets Without 
Donor Restrictions

Temporarily 
Restricted Net 

Assets

Permanently 
Restricted Net 

Assets

Net Assets With 
Donor Restrictions
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Liquidity & Availability of Resources

Disclose: how a 

nonprofit manages 

its available liquid 

resources

Qualitative

Availability of financial 

assets to meet cash 

needs for general 

expenditures within 

one year of balance 

sheet date

Quantitative
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Cost Allocation Methods

By Staff (FTE)

Fundraising

Program A Management & 

General

Program B

By Space Usage (Sq Ft)

By Participants
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What does a financially resilient organization look like?Internal Financial Reports

Budget 

Owners

Leadership

Team

Board of 

Directors

Budget-to-Actual Revenue & Expenses

for program, contract and/or org-wide

X X X

Performance Dashboard X X X

Management Narrative X X

Statement of Activities X X

Balance Sheet and supporting 

schedules

X X

Cash Flow Projection X X

Year End Projection X X

6a

6c

Balance Sheet is current

Current bank reconciliation

6d

6e

P&L is current

Includes ytd revenue and expense by 

program, contract or funding source

6f
Ytd net income is positive

1g
Cash flow projections [best 

practice]



What does a financially resilient organization look like?Resources

Public Website: 

http://www.sfgov.org/controller/n

onprofits

– Training Materials

– Monitoring Form

– Resources for Nonprofits

Internal Website (login needed):

https://elibrary.controller.sfgov.or

g/csa/performance/nonprofitmon

itoring/SitePages/Home.aspx

– Monitoring Workflow 

– Contractor Libraries 

– Monitoring Resources 

Laura Marshall (Program Lead)

Project Manager

(415) 554-7511

Laura.Marshall@sfgov.org

Marnie Purciel-Hill (Technical Assistance)

Sr. Performance Analyst

(415) 554-5313

Marnie.Purciel-Hill@sfgov.org

Jeff Pomrenke (New System Development; Risk Assessment)

Performance Analyst

(415) 554-5365

Jeffrey.Pomrenke@sfgov.org

Isabel Ochoa (Trainings)

Performance Analyst

(415) 636-9671

Isabel.M.Ochoa@sfgov.org

25

https://west.exch021.serverdata.net/owa/redir.aspx?C=Ir0hHSLUJkSbJO6PCxGVII8uNkxKg88IOD7nHSPLrplYPQNKGZPXI3IZZ4GwDlnB2CFGOmOWIC8.&URL=http://www.sfgov.org/controller/nonprofits
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What does a financially resilient organization look like?Resources

• The Key to Long Term Financial Health Liquid Unrestricted Net Assets (LUNA), 

Hilda Polanco, New York Nonprofit Press, May 2012: 

• Keeping it in Reserve: Grantmaking for a Rainy Day. Hilda Polanco and John 

Summers, Nonprofit Quarterly, May 2016: 

• Operating Reserve Policy Toolkit for Nonprofit Organizations. The National 

Center for Charitable Statistics, Dec. 2008 

• Nonprofit Audit Guide

• StrongNonprofits.org
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http://www.nynp.biz/index.php/strengthening-nonprofits/10505-the-key-to-long-term-financial-health-liquid-unrestricted-net-assets-luna-
https://nonprofitquarterly.org/2016/05/02/keeping-it-in-reserve-grantmaking-for-a-rainy-day/
http://www.nccs2.org/wiki/images/3/3c/OperatingReservesWhitePaper2009.pdf
https://www.councilofnonprofits.org/nonprofit-audit-guide
StrongNonprofits.org


What does a financially resilient organization look like?Fiscal Management Associates (FMA)

• 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 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

@FMA4Nonprofits

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

Rebecca Coker

rcoker@fmaonline.net

/FiscalManagementAssociates
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http://twitter.com/FMA4Nonprofits
http://www.linkedin.com/pub/sarah-walker/27/902/28b
http://www.facebook.com/fiscalmanagementassociates
mailto:rcoker@fmaonline.net

