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Fundamentals of Nonprofit Finance

1. What good are your financials?
2. Budget
3. Balance Sheet
4. Income Statement
5. Best Practices
6. The Art of the 990
7. Key Takeaways



• What do your financials tell you?
• How does understanding your finances help you plan for the future?

1. Understanding Your Finances
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Impact: Is the organization able to do what it set out to do? 

Efficiency: How well does the organization use its money? 

Liquidity: Does the organization have money in the bank? 

Profitability: Is the organization generating more money than it spends? 

Solvency: Is the organization worth anything?

Credibility: Strong, clear financial statements enhance the organization's 
standing with donors, funders and the community at large.

Why Nonprofit Finances Matter
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2. Budget

5

Budgeting is the planning process that helps nonprofits 
allocate resources effectively to meet their mission.

1. Projected Income and Expenses
2. Forecasting
3. Board Presentation
4. Scenario Planning

An official, board approved annual budget serves as your 
financial roadmap for the year. 



A balance sheet is a report that show’s an organization’s financial 
standing at a point in time. 
It is a statement or report that shows an organization’s financial position – 
assets, liabilities, and net assets – at the close of business on a particular 
date.

Assets: What your organization owns
Liabilities: What your organization owes to others
Net Assets: The difference between your assets and liabilities (net worth)

3. Balance Sheet (definitions)
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3. Balance Sheet
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4. Income Statement (definition)
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An Income Statement is a financial report that summarizes the income and 
expenses of an organization during a period of time. It is also referred to as a 
Statement of Financial Activity or a Profit & Loss Statement. 

The income statement shows financial information over a period of time, set 
at a recurring increment (month, quarter, or year). 

It should include YTD actual revenue and expenses, YTD budgeted revenue 
and expenses, and YTD actual revenue and expenses a year earlier.

Note and briefly explain significant variances both from this year’s budget 
and from last year’s actual performance!



7. Important Reminders
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Balance Sheet & Income Statement
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Important Things to Note:
Anomalies
Variance
Revenue Diversification



1. Require monthly books to be closed promptly and YTD 
financial statements prepared for management review by 
the 15th business day of each month.

2. Review your budget monthly!
3. Have your board review your budget monthly.
4. Cash Flow & Reserves – 3-6 months on hand
5. Tell your narrative in your financials – ADD NOTES!

6. Best Practices
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Unlike other tax returns, the main purpose of the form is not to calculate 
taxes owed but rather to provide the IRS and public details about a 
nonprofit’s programs, activities, governance, and policies as well as 
revenues, expenses, and assets. 
In the context of the Form 990, governance relates to maintaining a 
nonprofit’s exempt purpose, board independence, and certain written 
policies and procedures. 

7. The Art of the Form 990
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7. What to Include on Your Form 990
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1. Summary – Page 1
2. Statement of Program Service Accomplishments
3. Governance, Management, and Disclosure
4. Schedule O – This is where you can tell your story!
5. Signature



990 can be used to market 
your mission and 

programs 

7. IRS Form 990 – Marketing Tool
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PAGE 2
Statement of 

Accomplishments

Tells the story of how they are 
achieving their mission – 

what impact

7.  Form 990 -  Share your story 
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1. Review Your Finances Monthly
A. How do your actuals track against your budget?
B. Look for anomalies
C. Add notes for year-over-year changes or unexpected shifts in 

expenses/revenues

2. Your Bookkeeper is NOT Your Accountant
3. Make Sure Your Board Understands Your Finances

8. Key Takeaways
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Questions?



Yampa Valley Community Foundation
yvcf.org

970.879.8632

Thank You!

Nonprofit Board Fundamentals
October 28 (Steamboat)

October 30 (Craig)
Register Here

Creating a Compelling Narrative: Marketing Your 
Nonprofit

November 13 (Steamboat)
November 14 (Craig)

Reach out to Camille or Greg to learn more!

https://yvcf.org/nonprofit-education/
https://yvcf.org/nonprofit-education/
https://yvcf.org/nonprofit-education/
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