Understanding FGT’s Financial Statements

This document will orient you to our financial statements and help our financial reports (part of
every board meeting) make more sense to you. Board members don’t need accounting
expertise, but they should have a real understanding of our finances so they can be effective
stewards of FGT. Please direct questions to the Executive Director.

Financial Reports: Four financial reports and our bank statement accompany Board agendas as
part of the Consent Agenda (along meeting minutes and other informational documents). Also,
a short narrative is included in each board agenda that summarizes the reporting period
(usually a two-month span since the board meets on even-numbered months). The Executive
Committee, which meets monthly, receives financial reports and bank statements on months
the board does not meet, and they provide more frequent financial oversight.

Transaction List (and bank statement): This document shows all financial transactions
that staff have entered in our accounting system (Quickbooks) during a given period —
usually over the last month. It should exactly match the transactions in that month’s
bank statement. This provides some level of assurance that staff have made no errors
nor are committing any malfeasance (e.g., keeping two sets of books and
misappropriating funds).

Statement of Activity (aka Profit & Loss or P&L): This document tells you if there has
been a net increase or decrease of money in the organization over the period the
statement covers. Without the context of other financial statements, this is of limited
use. A P&L is like a report of how much altitude a plane has gained or lost over a given
period; without knowing how much altitude the plane had to begin with, or what
“financial obstacle” are approaching, it is not possible to tell if this is problematic or not.
Also, a P&L doesn’t communicate whether the organization is meeting its goals of
following its mission-driven strategic plan or resulting work plan. It just tells you about
net money movement. A monthly loss might be fine if there are sufficient funds for
future operations. A monthly gain might occur because there are no staff to carry out
the organization’s mission. In short, context is everything. FGT will likely have a mix of
net positive and negative months as its goal is not to amass profit, but to do good works
and maintain sufficient funds to carry out its mission in a sustainable fashion. We tend
to plan for zero gain or a very slight gain in funds each year during budgeting — though
that can change depending on Board direction or in response to special circumstances
throughout the year.




Balance Sheet: This statement largely communicates what the organization’s assets are
and “who owns it”. An organization might have $10,000 in cash but also an outstanding
loan of $5,000. A balance sheet would reflect that by listing the cash assets in the top of
the document, and in the bottom part both the $5,000 liability of the loan as well as
$5,000 in equity of some sort held by the organization. Balance sheets can be organized
in different ways but should always have one thing in common — that the amounts
listed in each section (Assets in the upper portion, and in Liabilities & Equity in the
lower) have the same total — i.e., they are “in balance”.

FGT has both a savings and checking account at Sound Credit Union. Additionally, we
have a reserve account at the Greater Tacoma Community Foundation (GTCF). You will
see these very liquid assets and their respective balances under “Current Assets” in the
upper part of the Balance Sheet. FGT’s liabilities are mostly limited to funds we might be
holding onto for Trail Accelerator Program (TAP) fund drives that have not been
completed (i.e. they are “someone else’s money”, a liability we must eventually pay).
Once a TAP fundraiser is concluded, we will write a check transferring funds to the
partner jurisdiction. This will reduce both our checking balance and the corresponding
liability, keeping the statement “in balance”. FGT’s balance sheet is about as simple as
they come.

Budget vs. Actual: We track our actual spending and income compared to the adopted
budget both in terms of dollars as well as percentages. Since the budget is for an entire
year while our actual spending and income is cumulative, the Budget vs. Actual
document starts with actual figures diverging greatly from our budgeted amounts. Over
the year should converge to a significant degree. If we end the year with significant
differences in budgeted and actual amounts, they should be analyzed to help inform the
preparation of the following year’s budget. As always, context is important — there can
be good reasons for discrepancies. Ideally a financial report will help you understand
them.

If you are joining FGT’s board, you will be sent a recent board packet with examples of these
statements and a financial report. You might also receive a meeting recording link so you can
see how these are typically handled at a board meeting.



