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A Financial Statement Primer for 
MCCOY Board Members

Introduction
Every nonprofit board member is legally responsible for the financial oversight of the organization they serve. Fulfilling this responsibility requires a basic understanding of nonprofit financial statements.
This guide introduces the two most important financial documents you will encounter as a board member:
· The Statement of Financial Position (Balance Sheet) 
· The Statement of Activities (Income Statement) 
Understanding these reports will help you meet your fiduciary responsibilities and effectively oversee MCCOY’s financial health.

WHAT ARE FINANCIAL STATEMENTS?
Financial statements are formal records of an organization’s financial activity and position. They help identify strengths, risks, and trends over time.

There are two primary accounting methods:
Cash Method
· Revenue is recorded when received 
· Expenses are recorded when paid 
Accrual Method (used by MCCOY)
· Revenue is recorded when earned 
· Expenses are recorded when incurred 

MCCOY’s financial statements are prepared monthly by FosterResults and include:
· Monthly activity 
· Year-to-date (YTD) performance compared to budget 

MCCOY’s fiscal year runs January 1 – December 31. 



STATEMENT OF FINANCIAL POSITION (BALANCE SHEET)
The Statement of Financial Position provides a snapshot in time of MCCOY’s financial condition.
It answers:
· What do we own? (Assets) 
· What do we owe? (Liabilities) 
· What remains? (Net Assets) 

Assets (What MCCOY owns)
Listed by liquidity (how quickly they can be converted to cash):
· Accounts receivable 
· Fixed assets (property, equipment) 
· Right-of-use assets (lease-related assets) 
Assets may be:
· Unrestricted – available for general use 
· Temporarily restricted – limited by time or purpose 
· Permanently restricted – must remain intact (e.g., endowments) 

Liabilities (What MCCOY owes)
Listed by when they must be paid:
· Accounts payable 
· Lease liabilities 
· Deferred revenue (grants received but not yet earned) 
· Other short- or long-term obligations 

Net Assets (What remains)
Net Assets = Assets – Liabilities
This is a key indicator of financial strength.

Board Insight:
A growing net asset balance over time generally reflects positive operating performance.

MCCOY’s goal: Maintain 6–9 months of unrestricted net assets as a financial reserve buffer.



STATEMENT OF ACTIVITIES (INCOME STATEMENT)
The Statement of Activities reflects financial performance over time.
It answers:
· How much revenue are we generating? 
· How much are we spending? 
· Are we operating at a surplus or deficit? 

Revenue
Includes:
· Earned income (e.g., training fees) 
· Contributions (grants, donations, sponsorships) 

Expenses
Grouped into three categories:
· Program Services – mission delivery 
· Management & General – operations and administration 
· Fundraising – revenue generation activities 

Net Operating Income
Revenue – Expenses
MCCOY typically budgets for a small positive margin to:
· Build reserves 
· Provide stability against unexpected changes 
As a nonprofit, the goal is mission impact—not profit maximization.

How These Statements Work Together
· The Balance Sheet shows financial position at a moment in time 
· The Income Statement shows performance over a period 

Board takeaway:
You need both to understand:
· Financial stability (Balance Sheet) 
· Financial performance (Income Statement) 



KEY BOARD-LEVEL TAKEAWAYS
As a board member, focus on:
· Trends in net assets over time 
· Alignment of actuals vs. budget 
· Balance between program spending and overhead 
· Adequacy of operating reserves (6–9 months goal) 
· Any emerging financial risks or structural deficits 


FINAL NOTE
Nonprofit financial statements vary widely in format. MCCOY’s reports are tailored to reflect our operations, funding structure, and governance needs.
What the Board Does vs. Staff Does
· Board: Oversight, trends, financial health 
· Staff: Detailed tracking, forecasting, execution 
· Finance Committee: Deeper dive + recommendations 



SAMPLE FINANCIAL STATEMENTS
A key challenge to understanding financial statements is recognizing the wide diversity of nonprofit organizations and the multiplicity of audiences and clientele they serve. Because of this diversity, nonprofit financial statements differ in format and appearance from one organization to the next. The following examples represent MCCOY’s financial statements. This is the common format of the report shared with the Board by the Treasurer.
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Assets Sep 2025 Sep 2024 Change

Cash  1,245,392              1,196,264              49,128                   

Accounts Receivable 74,732                     -                             74,732                   

Fixed Assets (Net) 528,746                  3,561                        525,185                 

Right of Use Asset 225,348                  183,586                  41,762                   

Non-Cash/AR/RoU Assets 13,241                     13,726                     (485)                         

Total Assets $2,087,460 $1,397,138 $690,322

Liabilities Sep 2025 Sep 2024 Change

Deferred Revenue 340,405                  353,834                  (13,429)                  

Lease Liability 225,348                  183,586                  41,762                   

Other Liabilities 36,137                     56,132                     (19,995)                  

Total Liabilities $601,890 $593,552 $8,338

Total Equity $1,485,569 $803,585 $681,984

Statement of Financial Position
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Revenue 2025 Actuals 2025 Budget O/(U) Budget

Grant Income 1,558,617               1,011,143               547,473                 

Contract Income 101,140                   120,825                   (19,685)                  

Contributions 32,429                     15,000                     17,429                    

Interest Income 34,727                     18,750                     15,977                    

Other Sources 2,125                        60,375                     (58,250)                  

Total Revenue $1,729,037 $1,226,093 $502,944

Expenses 2025 Actuals 2025 Budget O/(U) Budget

Personnel Expenses 636,398                   674,599                   (38,202)                  

Consultants & Contract Labor 106,923                   122,394                   (15,471)                  

Program Expenses 271,397                   200,101                   71,296                    

Occupancy Expenses 65,177                     72,000                     (6,823)                     

Office Tech & Printing 17,381                     49,688                     (32,307)                  

Professional Fees 36,364                     26,250                     10,114                    

Travel & Meetings 4,095                        15,448                     (11,353)                  

Other Expense Categories 50,766                     76,200                     (25,435)                  

Total Operating Expenses $1,188,500 $1,236,680 ($48,180)

Operating Income Income $540,537 ($10,587) $551,124

Non Operating Expenses -                             -                             -                           

Net Income $540,537 ($10,587) $551,124

Satement of Activities - YTD September 2025
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