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Financial Statements

 Statement of Financial Position
 Statement of Changes in Net Assets
 Statement of Cash Flows
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Financial Statements

 Statement of Financial Position:
  Reports resources (assets), 
  obligations (liabilities), and
  residual ownership claims (net assets)
  of the organization.

  





Financial Statements

The 5 columns on this statements are:

Operating Fund – holds accounts that deal with the 
operations of the organization.  This column is the 
primary focus of Executive Committee/Board 
members
 
Plant Fund – holds the plant assets (land, buildings, 
equipment) and related obligations
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Financial Statements

Other Funds - In this conference there are two:
 Gift Annuity Agreements
 Irrevocable Trust Agreements

Two additional columns for comparative financial 
analysis:  A column for the total for 2019 and a column 
for the total for 2018.  
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Reading the Financial Statements

On the Statement of Financial Position, Assets and 
Liabilities are divided into sections:

 Current Assets – Assets which are expected to be 
converted into cash or consumed within one year

 Current Liabilities – Liabilities which are 
expected to be paid within one year or less.
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Reading the Financial Statements

The “Other” Categories:

Land, Buildings, and Equipment and Other Assets are 
expected to be held for one year or longer.

Other Liabilities are expected to be paid more than 
one year from the date of the financial statement.
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Net Assets

1. Operating   2. Plant    3. Other   4. 2019   5. 2018
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Reading the Financial Statements

Finally, Net Assets, the difference between the assets 
and the liabilities, are also divided into sections:

Net Assets without donor restrictions. 
Unallocated, allocated, Net Invested in Plant

Net Assets with donor restrictions. 
Temporary; permanent 

11



Reading the Financial Statements

Unallocated and Allocated divisions are set by the 
Executive Committee.

Temporary or permanent donor restrictions are set by 
the donor.
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Analyzing the Financial Statements

Step one:

Run your thumb down the current asset side of the 
operating fund and find the largest number(s).

In this case it is “Accounts Receivable*” and “Cash and 
Cash Equivalents.”

*Includes church remittances



Analyzing the Financial Statements

Step two:

Review the numbers in the comparative format, as 
presented.
 
In this case, cash and cash equivalents are up; 
accounts receivable are down;  accounts payable is 
about the same for the two years.  
There is also a large change in the Plant Fund.
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Financial Statements

Statement of Changes in Net Assets

Reports revenues, expenses, gains, and losses for a 
specific period of time.  Our initial focus is on the 
operating column and the unrestricted net assets.

The final key figure:  Net increase or decrease from 
operations.
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Analyzing the Financial Statements

Step Three:  Ratio analysis

Ratio analysis is the process of comparing the level of 
different performance results to industry averages and 
to the organization’s own past performance.

It involves the comparison of two numbers on the 
financial statements, providing the advantage of 
putting large numbers into an easily-understandable 
perspective.
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Analyzing the Financial Statements

Liquidity Ratios:  Used to estimate the ability to pay 
current obligations.

Two liquidity ratios:

  Acid Test (or Quick Assets) Ratio
  Current Ratio
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Analyzing the Financial Statements

Formula:  Acid Test (or Quick Asset) Ratio

         Cash + Investments + Receivables
   Current Liabilities
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Analyzing the Financial Statements

Acid Test Ratio for 2019:

        7,028,876 + 9,819,653  =  3.64
  4,634,863

Acid Test Ratio for 2018:

       5,918,969 + 10,190,538   =  3.38
                     4,766,703
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Analyzing the Financial Statements

A second common liquidity ratio is the:

Current Ratio
   Current Assets
   Current Liabilities

Difference:  Includes all current assets, including Notes & 
Loans Receivable, Inventories, and Prepaid Items.
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Analyzing the Financial Statements

Current Ratio for 2019:

  21,649,503 =  4.67
   4,634,863

Current Ratio for 2018:

 20,440,497    =  4.29
 4,766,703  
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Analyzing the Financial Statements

Ratio of Payroll-Related Expense to Tithe:

Total Payroll-Related Expense
      Gross Tithe Income
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Analyzing the Financial Statements

Ratio of Payroll-Related Expense to Tithe:  (see 
note 16)

2019:  30,284,596 =     83.2%
  36,421,573

2018:  29,928,473 = 81.7%
  36,635,926 
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Analyzing the Financial Statements

Ratio of Educational Programs to Tithe:

 Total Educational Program Services
       Gross Tithe Income
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Analyzing the Financial Statements

Ratio of Educational Programs to Tithe: (see Note 
16)  

2019:  13,965,668 =     38.3%
  36,421,573

2018:  13,417,544 = 36.6%
  36,635,926 
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Analyzing the Financial Statements

Debt Percentage:

 Total Operating Liabilities
 Total Operating Net Assets
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Analyzing the Financial Statements

Debt Percentage:

2019:  4,939,905  = 35.3%
  13,989,209

2018:  5,011,499  = 39.9%
  12,537,897
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Analyzing the Financial Statements

Days of Cash on Hand:  (see note 16)

 Unrestricted Cash and Cash Equivalents
          Operating Expenses* / 365 days

*Omit non-cash expenses such as depreciation
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Analyzing the Financial Statements

2019:                    7,028,876             =    58.4 days
                        43,937,484 / 365 days  

2018:                    5,918,969              =    50.3 days 
                         42,946,895 / 365 days
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Analyzing the Financial Statements

Summary:
33

2019 2018

Acid Test Ratio
Current Ratio

3.64
        4.67

3.38
     4.29

Ratio of Payroll 
Expense to Tithe

83.2% 81.7%

Ratio of Educ.   
Expense to Tithe

38.3% 36.6%

Debt Percentage 35.3% 39.9%

Days Cash on 
Hand

58.4 days 50.3 days



Analyzing the Financial Statements

Rules for data selection for financial analysis:

Measure accounts, balances, or activities for which:

a.  The results of analysis would trigger the need for a 
management decision.
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Analyzing the Financial Statements

b.  The decision is not obvious but would be of 
consequence to the organization.

c.  The results can have significant repercussions for 
constituents, affiliated entities, or financial 
performance.
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Analyzing the Financial Statements

d.  Key management or committee members have 
expressed a desire to know.
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Analyzing the Financial Statements

Each not-for-profit sector uses its own unique 
ratios

For example, hospitals analyze their activities on a 
patient-day or per-bed basis.

Educational institutions use a per-student or a per-
course basis.
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Financial Statements

 
 Statement of Cash Flows
  Reports cash “inflows” and “outflows”
  of cash during the period.
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Analyzing the Financial Statements

The Statement of Cash Flows is divided into:

 Cash Flows from Operating Activities
 Cash Flows from Investing Activities
 Cash Flows from Financing Activities

When the three sections are totaled, the Statement of 
Cash Flows explains how the beginning-of-the-period 
cash balance became the end-of-the-period cash 
balance.
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Analyzing the Financial Statements

Statement of Cash Flows provides information 
on:

The organization’s ability to generate positive future net cash 
flows.

The organization’s ability to meet its obligations.

The organization’s need for external financing.
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Questions the Committee Should Ask

1. What is the board chair not telling you that you feel 
you need to know?

2. How is the external world changing in ways that 
are not reflected in the committee’s conversations?

3. What don’t you know, as a committee member, 
about the organization that you’re most concerned 
about?
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Questions the Committee Should Ask

4. What do you see always being discussed but never 
resolved?

5. What are you not discussing that you need to talk 
about?

6. Are you adequately discussing longer-term issues, 
both internal and external?

7. How well do committee members know and trust 
each other?
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Any Questions?

        Questions?

        Thank you!
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