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Nonprofit Financial Basics-(a deeper dive)
Today

• Welcome and Introduction

• About today’s class

• Reserves-How much is enough?

• Audits, what’s to know about the statements and those notes

• Best Practices for Budgeting and Forecasting

• The first 11 pages of the IRS Form 990

• Important Financial Ratios

• Internal Controls
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Reserves-Start with Why

• R-Resilience- The ability to bounce back from _______________

• E-Enhanced flexibility to develop new programs or redirect focus

• S-Survive operating shortfalls or seasonality of cash flow

• E-Expand credit opportunities & permit favorable financing for expansion

• R-Replacement of capital assets

• V-Vulnerability to high long term debt, payables, and deferred income

• E-End game-Winding down of a program

• S-Sustainability-Having the necessary resources to fulfill its mission
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Reserves-What

• Definition-

• The portion of unrestricted net assets that nonprofit boards designate for use in 
emergencies to sustain financial operations in the unanticipated event of significant 
unbudgeted increases in operating expenses or decreases in operating revenues.

• Purpose and Function-

• Smooth out erratic timing situations-not structural issues

• Enable an organization to survive operating shortfalls caused by economic 
conditions or management error

• Enhance flexibility to develop new programs or quickly change focus
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Reserves-How and When

• How to build it

• Create a policy

• Minimum level

• Calculation

• Invested

• Frequent measurement and reporting

• Replenishment

• Modest (5%) profit

• Windfalls

• Bequests
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Reserves-How Much is Enough?

• It depends

• Facts and Circumstances
• Examples

• Minimum 
• 1 payroll (10 days)

• 25% of annual operating budget (3 months)

• Maximum
• 2 years (200%) of annual operating budget

• Nationally

• Locally
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Reporting Requirements

• Compilation

• Review

• Audit

• Other
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Audits, what’s to know about the statements and 
those notes

• Six Required Elements of Audited Financial Statements

1. Audit Report

2. Statement of Financial Position

3. Statement of Activities 

4. Statement of Cash Flows

5. Statement of Functional Expenses 

6. Notes to the Statements
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ASSETS

Current Assets

Cash and cash equivalents 332,879$          

Investments 5,185,296         

Accounts receivable 23,872

Contributions and grants receivable 1,549,555

Prepaid expenses 8,477

Current Assets 7,100,079

Non-Current Assets

Equipment, net 160,000

TOTAL ASSETS 7,260,079$      

LIABILITIES

Accounts payable 162,222$          

Accrued expenses 47,796

Payroll taxes payable 41,039

Total liabilities 251,057

NET ASSETS

Without donor restrictions 5,818,035

With donor restrictions 1,190,987

Total net assets 7,009,022

TOTAL LIABILITIES AND NET ASSETS 7,260,079$      

LIABILITIES AND NET ASSETS
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Without Donor 

Restrictions

With Donor 

Restrictions Total

REVENUES

Contributions 32,470$             42,400$              74,870$             

Government contracts 350,000 0 350,000

Foundation grants 0 7,250,000 7,250,000

Interest income 480 0 480

Investment income 7,777 0 7,777

Unrealized gain (loss) 0 0 0

Realized gain (loss) 0 0 0

Net assets released from restrictions 6,745,285 (6,745,285) 0

Total Support and Revenue 7,136,012 547,115 7,683,127

EXPENSES

Program services 6,001,397 0 6,001,397

General and administrative 933,847 0 933,847

Fundraising 2,754 0 2,754

Total Expenses 6,937,998 0 6,937,998

Change in net assets 198,014 547,115 745,129

Net assets at beginning of year 4,681,498 1,582,395 6,263,893

NET ASSETS AT END OF PERIOD 4,879,512$       2,129,510$        7,009,022$       

Do Good, Inc.

STATEMENT OF ACTIVITIES

For the Twelve Months Ending December 31, 2018



Statement of Functional Expenses

• Details and allocates, in matrix form, the expenses incurred during the 
reporting period by nature and function.

• Program Services

• Direct cost/Indirect cost

• General and Administrative 

• Overhead

• Fundraising

• Appeals

• Events

• Rank list expenses from highest to lowest
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Program 1 Program 2 Administrative Fundraising Total

Wages 2,328,801$       1,699,654$        604,703$            -$                    4,633,158$       

Fringe benefits 828,944             603,869              155,254              -                      1,588,067         

Consultants 144,096             75,158                20,829                500                      240,583             

Postage 71,668               30,431                9,699                  -                      111,798             

Legal fees 50,061               32,487                7,842                  -                      90,390               

Office supplies 6,685                 4,444                  65,432                -                      76,561               

Rent 38,262               27,220                6,221                  -                      71,703               

Telephone & Internet 10,654               44,188                5,210                  55                        60,107               

Printing 2,512                 1,109                  24,518                -                      28,139               

Travel -                     -                      14,000                -                      14,000               

Accounting fees -                     -                      7,839                  1,109                  8,948                 

Dues and Membership 500                    7,365                  7,865                 

Bank Fees -                     -                      4,872                  9                          4,881                 

Advertising -                     -                      -                      1,021                  1,021                 

Insurance 439                    215                      62                        21                        737                    

Entertainment -                     -                      -                      39                        39                       

TOTAL 3,482,622$      2,518,775$       933,847$           2,754$               6,937,998$      

Do Good, Inc.

STATEMENT OF FUNCTIONAL EXPENSES

For the Twelve Months Ending December 31, 2018



Notes to the Financial Statements

• The notes include 

• (1) a statement describing the organization, 

• (2) a statement describing significant accounting practices, 

• (3) details about the organization’s investments, leases, and debt obligations.  

• They may also report on contingent liabilities and any events that occurred after the 
statements were prepared but before they were filed (subsequent events).  
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Best Practices for Budgeting and Forecasting

• Budgeting
• Timing

• Foundation

• Users

• Forecasting
• Timing

• Foundation

• Users

• Tools

• Tips
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Account 

Code Account Title January February March April May June July August September October November December Total

4000 Contributions 6,240         6,240      6,240      6,240      6,240      6,240         6,240      6,240      6,240        6,240      10,900    15,700       89,000         

4100 Government Contracts 30,000       30,000    30,000    30,000    30,000    30,000       30,000    30,000    30,000      30,000    30,000    30,000       360,000       

4200 Foundation Grants 250,000    3,500,000 3,500,000 7,250,000   

4300 Interest Income 40              40            40            40            40            40              40            40            40              40            40            40              480              

4400 Investment Income 648            648          648          648          648          648            648          648          648            648          648          648            7,777           

4500 Unrealized gain (loss) -               

4600 Realized gain (loss) -               

Total Revenue 286,928    36,928    36,928    36,928    36,928    3,536,928 36,928    36,928    36,928      36,928    41,588    3,546,388 7,707,257   

-               

5000 Wages 386,097    386,097  386,097  386,097  386,097  386,097    386,097  386,097  386,097    386,097  386,097  386,097    4,633,158   

5100 Consultants 12,000       12,000    12,000    12,000    12,000    12,000       12,000    30,000    30,000      30,000    30,000    36,583       240,583       

5200 Legal Fees 50,000       40,000    390          90,390         

5300 Accountng Fees 746            746          746          746          746          746            746          746          746            746          746          746            8,948           

5400 TBD -               

5500 TBD -               

5600 TBD -               

-               

6010 Vacation 9,731         9,731      9,731      9,731      9,731      9,731         9,731      9,731      9,731        9,731      9,731      9,731         116,774       

6015 Holidays 1,641         1,641      1,641      1,641      1,641      1,641         1,641      1,641      1,641        1,641      1,641      1,641         19,688         

6020 Sick Leave 1,214         1,214      1,214      1,214      1,214      1,214         1,214      1,214      1,214        1,214      1,214      1,214         14,566         

6025 Payroll Taxes 10,489       10,489    10,489    10,489    10,489    10,489       10,489    10,489    10,489      10,489    10,489    10,489       125,868       

6030 403(B) Plan 12,506       12,506    12,506    12,506    12,506    12,506       12,506    12,506    12,506      12,506    12,506    12,506       150,066       

6035 Health Insurance 96,759       96,759    96,759    96,759    96,759    96,759       96,759    96,759    96,759      96,759    96,759    96,759       1,161,105   

-               

7000 Rent 5,975         5,975      5,975      5,975      5,975      5,975         5,975      5,975      5,975        5,975      5,975      5,975         71,703         

7110 Telephone & Internet 6,005         6,100      6,500      6,500      6,800      6,500         6,500      6,500      4,500        4,500      4,500      6,500         71,405         

7120 Postage 9,317         9,317      9,317      9,317      9,317      9,317         9,317      9,317      9,317        9,317      9,317      9,317         111,798       

7130 Office Supplies 1,167         1,167      1,167      1,167      1,167      1,167         1,167      1,167      1,167        1,167      1,167      1,167         14,000         

7140 Travel 2,000         2,000      10,000    14,000         

7150 Dues and Memberships 5,500      2,000         365          7,865           

7160 Bank Fees -               

7170 Advertising 1,021         1,021           

7180 Insurance 61              61            61            61            61            61              61            61            61              61            61            61              737              

7190 Entertainment 39              39                 

7200 Printing 2,345         2,345      2,345      2,345      2,345      2,345         2,345      6,000      6,000        28,415         

Total Expenses 608,051    598,146  556,936  556,546  562,346  558,546    566,911  578,201  576,201    570,201  570,201  579,844    6,882,129   

-               

Total (321,123)   (561,218) (520,008) (519,618) (525,418) 2,978,382 (529,983) (541,273) (539,273)   (533,273) (528,613) 2,966,544 825,128       
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Actual Actual Actual Actual Actual Actual Budget Budget Budget Budget Budget Budget
Account 

Code Account Title January February March April May June July August September October November December Total

4000 Contributions 6,240         7,000      3,500      4,775      6,630      7,745         6,240      6,240      6,240        6,240      10,900    15,700       87,450         

4100 Government Contracts 30,000       30,000    30,000    30,000    30,000    30,000       30,000    30,000    30,000      30,000    30,000    30,000       360,000       

4200 Foundation Grants 200,000    25,000    25,000    25,000    3,750,000 3,500,000 7,525,000   

4300 Interest Income 40              40            40            40            40            40              40            40            40              40            40            40              480              

4400 Investment Income 648            725          717          699          658          666            648          648          648            648          648          648            8,002           

4500 Unrealized gain (loss) -               

4600 Realized gain (loss) -               

Total Revenue 236,928    62,765    59,257    60,514    37,328    3,788,451 36,928    36,928    36,928      36,928    41,588    3,546,388 7,980,932   

-               

5000 Wages 386,097    385,320  384,321  384,269  385,256  385,201    386,097  386,097  386,097    386,097  386,097  386,097    4,627,040   

5100 Consultants 12,000       12,000    12,000    12,000    12,000    12,000       12,000    30,000    30,000      30,000    30,000    36,583       240,583       

5200 Legal Fees 50,000       40,000    -          90,000         

5300 Accountng Fees 746            746          746          746          746          746            746          746          746            746          746          746            8,948           

-               

6010 Vacation 9,731         9,731      9,731      9,731      9,731      9,731         9,731      9,731      9,731        9,731      9,731      9,731         116,774       

6015 Holidays 1,641         1,641      1,641      1,641      1,641      1,641         1,641      1,641      1,641        1,641      1,641      1,641         19,688         

6020 Sick Leave 1,214         1,214      1,214      1,214      1,214      1,214         1,214      1,214      1,214        1,214      1,214      1,214         14,566         

6025 Payroll Taxes 10,489       10,489    10,489    10,489    10,489    10,489       10,489    10,489    10,489      10,489    10,489    10,489       125,868       

6030 403(B) Plan 12,506       12,506    12,506    12,506    12,506    12,506       12,506    12,506    12,506      12,506    12,506    12,506       150,066       

6035 Health Insurance 96,759       96,759    96,759    96,759    96,759    96,759       96,759    96,759    96,759      96,759    96,759    96,759       1,161,105   

-               

7000 Rent 5,975         5,975      5,975      5,975      5,975      5,975         5,975      5,975      5,975        5,975      5,975      5,975         71,703         

7110 Telephone & Internet 6,005         6,666      6,689      6,555      6,252      6,547         6,500      6,500      4,500        4,500      4,500      6,500         71,714         

7120 Postage 9,317         9,300      9,488      9,900      9,241      9,687         9,317      9,317      9,317        9,317      9,317      9,317         112,832       

7130 Office Supplies 1,167         1,206      1,858      951          1,854      2,355         1,167      1,167      1,167        1,167      1,167      1,167         16,391         

7140 Travel 2,000         2,199      10,000    14,199         

7150 Dues and Memberships 5,500      2,000         365          7,865           

7160 Bank Fees -               

7170 Advertising 1,021         1,021           

7180 Insurance 61              61            61            61            61            61              61            61            61              61            61            61              737              

7190 Entertainment 39              39                 

7200 Printing 2,345         2,855      2,344      2,658      2,855      2,357         2,345      6,000      6,000        29,759         

Total Expenses 608,051    598,667  555,821  555,454  562,079  559,268    566,911  578,201  576,201    570,201  570,201  579,844    6,880,897   

-               

Total (371,123)   (535,902) (496,564) (494,940) (524,751) 3,229,183 (529,983) (541,273) (539,273)   (533,273) (528,613) 2,966,544 1,100,034   
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Key Take Aways the Form 990

• Story Telling

• Page 1-Summary

• Page 2 Statement of Program Service Accomplishments

• Pages 3-6 Checklists

• Pages 7-8 Compensation

• Page 9 Statement of Revenue

• Page 10 Statement of Functional Expenses

• Page 11 Balance Sheet
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Important Ratios

• Liquidity

• Days Cash >10 days

• Current Ratio 1:5 to 2:1

• Capital

• Liabilities to Net Assets <1

• Profitability

• Total Margin >1%
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Important Ratios
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Ratios

Day's Cash Cash & Equivalents * 365 332,879     * 365             18            

Expenses - Depreciation 6,937,998 - 0

Current Ratio Current Assets 7,100,079 28.28      

Current Liabilities 251,057     

Liabilities to Net Assets Total Liabilities 251,057     3.58%

Net Assets 7,009,022 

Total Margin Revenue - Expenses 7,683,127 - 6,937,998 9.70%

Revenue 7683127



Internal Controls

• Definition: 

• Systematic measures (such as reviews, checks and balances, methods and 
procedures) instituted by an organization to 

• (1) conduct its business in an orderly and efficient manner, 

• (2) safeguard its assets and resources, 

• (3) deter and detect errors, fraud, and theft, 

• (4) ensure accuracy and completeness of its accounting data, 

• (5) produce reliable and timely financial and management information, and 

• (6) ensure adherence to its policies and plans.

Rick Dahlseid, CPA, MS 24



Internal Controls

• Three occupational fraud categories

• Asset Misappropriation

• Corruption

• Financial Statement Fraud
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Internal Controls

• Six Elements of Internal Control

• Control Cues

• Routines and Habits

• Policy Communication

• Written Policy and Procedures Manual

• Segregation of duties

• Record keeping

• Payroll Service

• Cash Management

• Application Service Provider
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Internal Controls

• Six Elements of Internal Control (continued)

• Budgets

• Reporting
• Statement of Financial Position

• Statement of Activities monthly by program, budget to date, year to date

• Aged Accounts Receivable/Accounts Payable

• Cash Flow Projection updated quarterly

• Utilization Report

• Nonfinancial managers need not be enmeshed in the details of running the system of 
internal controls, but they do need to see that it is maintained.  Knowing the components 
of internal controls help, as does knowing where to look for information.
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Contact Information

• Rick Dahlseid, CPA, MS

• Rick.Dahlseid@gmail.com
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