
Show Me the Money:
Evaluating the Financial 
Strength of a Potential 

Partner



TODAY
1. Audit Cover Letter

2. Audit Footnotes

3. Cash Flow

4. Back to Financial Culture



LOTS OF NUMBERS AHEAD!



AUDIT COVER LETTER
Ø Introduces a company’s financial statements 

Ø Is written by business’s accountants

Ø Describes type of statement (audit, review, compilation) 

Ø Indicates rules followed to prepare the statement 

Ø States the accountants’ opinion on content reliability

Ø Any assumptions made are in the notes





AUDIT FOOTNOTES – Top 10

Basis for presentation Significant accounting policies

Depreciating assets Valuing inventory

Subsequent events Intangibles

Consolidates financials Employee benefits

Contingencies Debt



NOTE 1 – Nature of activities (Basis of Presentation)

NOTE 2 – Significant accounting policies (examples)
Financial statement presentation
Cash and Cash Equivalents
Grants, Accounts and Pledges Receivable
Property and Equipment
In-kind Contributions
Functional Allocation of Expenses
Income Taxes
Reclassifications
Estimates
Inventory



Similar presentation for Pledges Receivable, 
Notes Payable, In-Kind Contributions, etc.





NOTE 15 – Subsequent events
Subsequent to year end, ABC Nonprofit refinanced two loans 
maturing in June 2015 and incurred an additional $150,000 in 
debt at that time.

ABC Nonprofit evaluates events or transactions that occur 
subsequent to year end for potential recognition or disclosure 
in the financial statements through the date on which the 
financial statements are available to be issued. The financial 
statements were approved by management and available to be 
issued on June 11, 2015.



THOUGHTS SO FAR?



REFRESHER

Income = Revenues coming in

Expenses = Costs going out

....but this isn’t (necessarily) the same as cash flow



REFRESHER.
Ø Balance Sheet = A specific point in time

Ø P&L = A period of time (mo, qtr, yr)

Ø Cash flow Statement

Ø Connects Balance Sheet and P&L

Ø Shows where cash came from and where it went



CASH FLOW
Ø Starts with Change in Net Assets

§ Bottom line of P&L

Ø Ends with Change in Cash
§ What happened to Cash during the year

Ø Numbers in brackets = USES of cash
§ Cash going out or being used

Ø Positive numbers = SOURCES of cash
§ Cash coming in or becoming available





WHAT ABOUT THE BUDGET?
Ø What’s their budgeting process?

Ø Review budget/actual for major differences

Ø Ask questions!



CIRCLE BACK
Ø What do you need to understand about the other?

§ Strengths?

§ Weaknesses?

Ø What about financial culture?

§ What did you learn about how they operate?
(board, executives, staff)

§ How will this integrate with your team?

§ What will you do to overcome differences?



REMEMBER…



WHAT QUESTIONS DO YOU HAVE?



KEY TAKEAWAYS

Understand finance & accounting cultures

Review financial reports

Ask LOTS of questions

Reach out to me with questions



A CATALYST FOR WHAT’S POSSIBLE

Thank you!
Lesli Pintor

lesli@growthpartnersaz.org
www.growthpartnersaz.org

520-382-9218

mailto:lesli@growthpartnersaz.org
http://www.growthpartnersaz.org/

