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Plan for today

Anatomy of a budget

Financial analysis
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Anatomy of

a budget
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This week just barely

scratches the surface

of nonprofit finance!
You can get a whole master's degree in this stuff!

4 / 30



Components of nonprofit finance
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Balance sheet

Where you are

Budget

Where you're going

Tracking finances
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Balance sheet

Where you are

Assets and liabilities

Budget

Where you're going

Revenues and expenses

Tracking finances
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Balance sheet stuff
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Assets

Things of value that you can measure

Money in bank, investments held, property owned, etc.
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Liquid / current

Cash or things that can

quickly turn into cash

Cash, securities, inventory,

accounts/pledges receivable

Long-term

Things that can't

quickly turn into cash

Property, equipment, investments

Assets
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Liabilities

Things you owe

Debts, bills, mortgage, etc.

11 / 30



Net assets

Assets − liabilities

A measure of how financially healthy your organization

is and how well it can weather a financial emergency
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Budget stuff
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Revenues

Ways the organization brings in money

Private fundraising

(individual donations and foundation grants)

Government sources

Commercial activities
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Expenses

Ways the organization spends money

Salaries Benefits

Rent Travel

Computers, equipment, supplies

Lots of other things!
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Funds

Types of money the organization can use

Endowment funds

Unrestricted funds

Restricted funds
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Budgets

A budget is a moral document

Budgets reflect your strategy
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Budget best practices

Involve everyone

Budget monthly

Save a reserve

Track performance relative to past budgets,

especially deviations

Rebudget when unexpected changes happen
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Budget example
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Financial analysis
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Why analyze finances?

Nonprofits have special stewardship over donor money!

Increased accountability!

Required to make tons of financial information public,

including assets, revenues, expenses, and salaries

Gauge a nonprofit's financial health
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GuideStar Seals
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GuideStar and transparency
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IRS Form 990
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IRS Form 990
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Things to look for in 990s

Salaries and staff details

Revenue source mix

Spending ratios

Program ratio

Administrative ratio (overhead)

Fundraising ratio
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Highest ratings

Program expense ratio

85%+

Administrative expense ratio

<15%

Fundraising efficiency ratio

Spend less than $0.10 per $1 raised

Charity Navigator
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Ratios vs. impact

28 / 30



Ratios vs. impact

Program ratios should be a management tool,

not a donor tool

All budget decisions should prioritize impact

Nonprofits that show robust impact

have better stories to tell donors
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990 example
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