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Nonprofit Finance Fund: 
Where Money Meets Mission

Dedicated to keeping nonprofits in balance and in 
business.

Serving thousands of nonprofit and funder clients 
since 1980

� $185 million in loans; over $1 billion in capital 
leveraged for nonprofits

� 500+ Nonprofit Business Analyses; 200+ nonprofit 
finance workshops

� Formed hundreds of strategic partnerships to 
advance nonprofit sector

Nationwide network of experts in nonprofit 
finance

� Lending

� Financial advisory services and workshops

� Assistance in preparing for managed change

� Financial advocacy across the nonprofit sector

“[NFF is]…
arguably the 
most influential 
voice in the 
ongoing effort to 
reshape thinking 
and practice 
about nonprofit 
capitalization.”

– The Nonprofit Times
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Agenda – Sound Financial Planning

Some perspective 

Assessing Risk: Preparing for a sustained economic 
crisis and beyond

Addressing Risk: A financial framework with tools and 
strategies for planning and managing in tough times
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Why Is This Recession Different?

Severity and length remains in question, but it is only 
part of the story

This period is plagued by a combination of events we 
haven’t seen in any of the market events over the 
past 20 years:

� Credit markets have seized up

� Employment falling in many sectors

� Housing construction and real estate markets are in 
decline

What does this mean to the sector?

� Immediate downward pressure on both government and 
philanthropic funding

� Limited and/or more expensive access to credit

� Nonprofits are likely to emerge from the downturn later 
than the broad economy 
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NFF 2009 Survey

Nonprofit Finance Fund recently conducted a survey of 
nonprofits nationwide to assess the real-time financial 
challenges they face. The survey focused on surfacing 
the most critical areas of need, both for the 
immediate and longer-term durability and 
effectiveness of the sector.

Nearly one thousand nonprofit leaders responded to our 
survey.  Survey respondents stretched from coast-to-coast, 
from large organizations to small, and came from all sub-
sectors.

What did we learn from their collective reply?

America’s nonprofit sector is financially vulnerable.
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What Are Organizations’ Revenue 
Expectations for 2009?

Organizations are bracing for funding cuts from all types of donors
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NFF Conducted A Survey Of Over 
1,000 Nonprofit Organizations

6

Far fewer are predicting surpluses 

this year
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Where are the opportunities?

Reconfirm your organization's alignment with core 
mission  

Examine the evolutionary possibilities

Encourage and embrace creative thinking

Consider bold, internal changes

Changes made during crisis can lead to emergence as 
more disciplined and, in turn, stronger enterprises

Implementing and institutionalizing good financial 
management practices can position our organizations for 
a stronger tomorrow

“You never 
want a 
serious 
crisis to go 
to waste.”

-Rahm 
Emmanuel 
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Agenda – Sound Financial Planning

Some perspective 

Assessing Risk: Preparing for a sustained economic 
crisis and beyond

Addressing Risk: A financial framework with tools and 
strategies for planning and managing in tough times
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Assess Risk: 
Impact on Financial Performance 

How do you answer these questions?

� How might the reliability of your organization’s revenue 
streams be affected in an economic downturn? 

� Will costs have to be cut, and if so, which costs?

� Will the recession lead to increased demand for services 
and, if so, how will you respond?

� How will your organization deal with these potentially 
competing effects?

� How might changes in revenue streams and cost 
reduction strategies affect operating results? 

� How will changes in your operating performance affect 
your organization’s balance sheet?
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The Three Statements are Connected

Revenue 
minus 
Expenses = 
Surplus / 
Deficit

Statement 
of Cash 
Flows

Assets

Cash

Liabilities

Net 
Assets

Surplus / 
Deficit

Statement 
of Activities

Statement of 
Financial Position
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Income Statement: Surplus/Deficit

� Income Statement reflects the annual results of a 
organization’s operations

Balance Sheet: Net Assets

� Balance Sheet provides a picture of overall financial health

Income

Statement

Revenue

- Expense

Surplus/
Deficit

Balance

Sheet

Assets

Liabilities

Net Assets

The Two Bottom Lines

A surplus builds net 
assets; 

A deficit depletes net 
assets
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Understand Your Balance Sheet

Know where your organization stands. Your condition 
will inform the urgency and types of action leadership 
should take 

� Is your organization operating now from a position of 
strength or weakness?  

� Can you afford a deficit and if so, how large? 

� What is your risk tolerance?
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Assess Risk: 
Know Your Balance Sheet

Know where you stand 

� Cash – How much? How “liquid”?

� Receivables – Are they slow to collect?  Are any at risk for 
collection?

� Fixed Assets – How will you address maintenance issues?

� Line of Credit – How do you manage cash flow? Are you 
using debt appropriately?

� Unrestricted Net Assets – Do you own more than you 
owe?

� Temporarily Restricted Net Assets – Do they fully 
support your core programs? 

� Reserves – Do you have them? Suitable to your needs? 
Agreement on use?
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Months of Expenses 
Covered by 
Liquidity

Operating Situation

0-3
Crisis – Scrambling for cash, delaying 
payment to vendors, overdrawing checking 
account. 

Less than 3 months Cash is tight – Relying on line of credit, 
delaying payment to vendors.

3-6 months Room to breathe – Can do some long-term 
thinking. Little room for “rainy days.”

6+ months
Handles more risk – Able to withstand 
increasingly acute shocks such as large 
facility repairs, funding cuts and possibly 
recessions. 

Right amount for YOUR organization in this environment?  

Months of Liquidity: Rule of Thumb
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Liquidity Across the Sector

15

62% have less than 3 months 

worth of reserves 
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Months of Cash =

Total Cash

(Total Expenses / 12)

Months of 
Liquid                 =
Net Assets  

Unrestricted Net Assets – (PPE – PPE 
Debt)

(Total Expenses / 12)

Working Capital = Current Assets – Current Liabilities

Measuring Liquidity
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Agenda – Sound Financial Planning

Some perspective 

Assessing Risk: Preparing for a sustained economic 
crisis 

Addressing Risk: A financial framework with tools and 
strategies for planning and managing in tough times
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Focus, Focus, Focus

Revisit your mission and define your priorities:  

� Which activities are core to your mission?   

� Are they positive financial contributors or do they 
need subsidy from other programs? 

� What are the non-negotiables in your budget?

Once you define what is core to your mission then 
define programs as: 

� What we MUST do 

� What we SHOULD do

� What we WANT to do
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Quantifying the Challenge: 
Program Profitability Analysis

Program economics is based on analysis of each 
program’s contribution to the bottom line AND to 
mission

Assessing underlying program economics informs 
strategic decisions about:

� Whether and how to cut costs 

� Where to focus fundraising efforts 

� Whether to sustain, grow or cut/change programs

� How to respond to operating changes

� How to allocate resources among competing priorities

Nonprofits often make decisions to maintain deficit 
programs critical to their mission 

The key is to understand the size of, and identify the 
source for the subsidy needed to cover, these deficits
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Program Profitability Analysis: 
A Visual Tool

+ $

- $

High $ contribution, high 
mission alignment

� What can we cultivate and 
preserve?

� Are there opportunities for 
growth?

High $ contribution, low 
mission alignment

� Assess threat of ‘drift’

� Opportunity to align with core 
programs?

� Non-financial costs?

Mission

Low $ contribution, low 
mission alignment

� Relevance to the 
organization?

� Legacy? One-off? 

� Opportunities for strategic 
realignment?

Low Impact

Low $ contribution, high 
mission alignment

� Potential to cut costs?

� Can the revenue model 
change? 

� Does subsidy exist elsewhere 
in the organization?

High Impact
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Quantifying the Challenge: 
Program Profitability Analysis

The analysis involves creating a spreadsheet that 
uses an organization’s most recent budget.

� Identify and assign all revenue and expense directly tied 
to each program 

� If a program goes away, what revenue and expenses go 
away?

� Program “bottom-line” shows the impact on the overall 
bottom-line if the program went away.

� All supporting expenses (management, occupancy, 
fundraising, administrative, etc.) are examined 
separately.

This analysis is for internal use only.

It usually requires the input of the Executive 
Director.
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Quantifying The Challenge: 
Cash Flow Projections

Recessions can create severe constraints on nonprofits’
cash flow.  

Some methods nonprofits use to manage cash flow 
may include:

� Accelerate receivables

� Delay payables

� Access an internal/external line of credit

� Draw on reserves

� Access restricted cash (BEWARE!)

However as a long term strategy, projected monthly 
cash flows provide a better understanding of financial 
health with regards to:

� Working capital and liquidity

� Balance sheet strength
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Quantifying The Challenge: 
Cash Flow Projections

Plan and monitor cash needs:

� Analyze the timing & reliability of incoming & 
outgoing cash

� Estimate how much cash to keep on hand and, if 
appropriate, how much short-term debt and/or 
reserves you will need to access during low cash 
months

� Distinguish between “cash flow” issues (timing of 
receipts) and “cash” issues (shortage of cash 
overall)
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Quantifying the Challenge: 
Debt And Access To Capital

Lines of Credit

� Can help address periodic or recurring CASH FLOW 
issues

� Provide a bridge for timing gaps between fund 
expenditure and receipt of offsetting revenue

� Borrowing to replace lost income is rarely appropriate.

Conversations with your banker will need to cover:

� Short- and long- term plans for the organization 

� Multiple scenarios for potential reductions or loss in 
funding



25nonprofitfinancefund.org   ©2009 Nonprofit Finance Fund

Planning Your Response: 
Scenario Testing

Building a financial model with alternate case scenarios enables you 
to project a range of outcomes to inform decisions

Determine how and under what circumstances you will mid-course 
correct

� Consider expenses you can reduce, eliminate or postpone

� Evaluate how cuts will impact delivery of mission and economic viability

� Consider ways to increase revenue, if once reliable sources seem
questionable. CAUTION: Avoid over-diversification (i.e., new business 
lines) that can increase risk

� Ensure new revenue opportunities are “net” positive   

Determine the triggers that lead to Plan B, Plan C, etc.   

For example: if X% of revenue doesn’t arrive by Y, we will cut Z% of 
expenses

Plan for a worst-case scenario and potential impact on balance sheet 

Easier to add back later than to be forced to take drastic action 
without a thoughtful plan
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When To Consider a Strategic 
Realignment 

Merge when you don’t feel that you have to

� Once organizations feel the pressure to merge, 
they’ve likely already lost a lot of their value

When possible, experiment with less formal partnerships 
first

Remember that there is a continuum of potential 
opportunities for collaboration

Ensuring mission and culture compatibility is crucial
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Strategic Realignment

In conducting an in-depth financial analysis and multi-year 
evaluation of a potential alliance, consider:

Income Statement:

�What sources of revenue does the partner bring?  
� Will they increase/decrease/diversify? 

�Will there be cost savings? 
� What costs will increase? New expenses? 

�What are the revenue/expense dynamics of individual programs? 
� How much fundraising support does each require? 

�What transitional and one-time start-up expenses will be incurred?
� How will they be financed?  

Balance Sheet: 

�How will the merger/affiliation affect current and long-term capital 
structure? Liquidity?
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Leadership Requires Making 
Decisions

� Good financial decision-making requires timely, 
accurate and transparent financial information

�Be prepared to work with and adapt to imperfect 
information

� Tools are only as good as the assumptions behind them

� Tools are not a substitute for making difficult decisions

�Beware the knowing-doing gap

� Being honest first with ourselves allows you to begin 
the exercise of discovering options

� External communication and buy-in are essential but 
not before you’ve done your internal due-diligence 

� Rinse & Repeat
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Communicate Early and Often

Engage your staff in conversations about options

� Staff may have some of the most creative ideas 
and solutions

Bring your alternatives to the Board for decision 
making

� Remember your Board has a fiduciary duty to 
safeguard the organization’s assets

Stay in front of donors—don’t pull back. Tell your 
story regularly

� Be candid about the impact of the economic 
climate on your programs and organization

� Communicate your strategy and plan to adjust

� Focus on positive messaging. Emphasize your 
commitment to mission and the urgency of your 
needs
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Thank you

30

Thank you for your participation and to the generous 
support of MetLife Foundation.

Evaluation
INSERT LINK

Please join our upcoming conference call
Thursday, September 17th, 2009 at 1:00 PM Eastern
https://ww2.gotomeeting.com/register/449909914

To learn more about NFF,
visit us at nonprofitfinancefund.org

For questions about this webinar and NFF services available to Dance/USA, 
Theatre Communications Group (TCG), and The League of American 
Orchestras, please contact:

Emily Guthman, Associate Director, New York Program
emily.guthman@nffusa.org


