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 Research, research, research your potential 
funder 

 Build a relationship with the funder 
 Follow the funder’s guidelines 
 Think beyond $$$  

› Volunteers, technical assistance, in-kind, etc. 
 Don’t give the impression that your 

organization and its programs depend on 
one individual. 

 How will you fund project once grant 
money runs out? 
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 Be sure the budget math is accurate. 
 The budget should be neither padded nor 

too skimpy - and consistent with the 
proposal narrative. 

 Present a balanced budget (both for 
organization and for project for which 
requesting funds) 

 Generally don’t request > 25%/30% of 
project budget  

 Find creative ways to cover operating 
costs. 
› % of executive director salary 
› % of occupancy costs 
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 Form 990 (public document) 
 Audited financial statements 
 Annual budget 
 Project budget 
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 Sustainability  
› Of organization 
› Of project 

 Capacity 
 Accountability 
 Alignment with (funder’s) priorities 
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SELF – 
EVALUATION 



7 

 Ready source of cash (good liquidity) 
 Good revenue mix (diversification) 
 Positive and growing (or sustained) net assets 

› Multiple years of deficits? 

 Operating reserve or a working plan to 
establish one 
› If there is a deficit, is there a prior year cash reserve to cover it? 
› Are there sufficient resources to ensure stable programming? 

 Reasonable overhead percentage 
 Timely reporting (i.e., management and board 

hold themselves accountable for financial 
stability) 
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 Meeting current obligations? 
› Access to line of credit for short term needs? 

 Cash reserve? 
› Are the cash reserves properly  invested? 

 Endowment? 
› Board restricted 
› Donor restricted 

 Dependent upon a certain funder or 
funding source?  If so, are you identifying 
opportunities to become more self 
sufficient? 
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 What is the cost per unit and how does it 
compare to others? 

 What is the fundraising cost per dollar? 
 What percent of total costs are 

management and general? 
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 Compare budget to actual… 
 Do they monitor their budget to actual 

on an ongoing basis and make 
adjustments as necessary? 

 Is there a long-term financial plan? 
› Is this tied to a strategic plan? 
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 Board of Directors “participation”, i.e., 
do 100% of board members contribute? 
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RATIOS 
Calculating from Form 990 

Sustainability/Capacity 
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Not-for-Profit Specific 
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 Balance spent on mission 
(program) in relation to 
total expenses (higher 
number is better) 
› Total Program Service 

Expenses should be at least 
65%Total Expenses 

 
Relationship between 

overhead expenses to 
total expenses (lower 
number is better) 
› Management, General and 

Fundraising should be no more 
than 35% 
 

 
 

Program Services 
to Total Expense 

FR, G&A to  
Total Expense 

Total Program Expenses 
Total Expenses 

Total fund-raising,  
mgmt & general expenses 

Total Expenses 

 



15 75% 
Program Expenses 

25% 
Fundraising, Administrative 
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 Efficiency of fundraising 
(lower number is better) 
› Total Fund Raising 

Expenses should be no more 
than 35% of total Related 
Contributions 

› Factors affecting fundraising 
costs 

 
 

FR Expense to 
Funds Raised 

Total Fund-Raising Expenses 
Total Related Contributions 

 



17 

Part IX, line 25D:  Fundraising Expenses:  $2,133,493 
 

Part VIII Form 990, line 1: Contributions: 
EXCLUDING GOVERNMENT GRANTS: 
    Fundraising Expenses/Related Contributions:  61% 
  ($3,509,754) 
INCLUDING GOVERNMENT GRANTS: 
    Fundraising Expenses/All Contributions:  27% 
                                   ($8,190,720) 
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Adequacy of Resources 
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 Ability to pay current liabilities as 
they mature (higher number is 
better) 
 
 

 Ability to pay current debt with 
only cash and cash equivalents 
(higher number is better) 
 
 

 Measures the proportion of 
assets provided by debt.  

 High values indicate future 
liquidity problems or reduced 
capacity for future borrowing. 
 

Quick Ratio 

Current Ratio 

Debt to 
Equity Ratio 

Current Assets 
Current Liabilities 

Cash and Cash Equiv 
Current Liabilities 

Total Liabilities 
Net Assets 
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 What are the current assets??? 

Part X, Lines 1 – 9:  $12,252,712 
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 What are the current liabilities??? 

Lines 17 – 19 on Part X:  $4,942,766 
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$12,252,712   
  $4,942,766          
 
 
 
 
  $4,834,000   
  $4,942,766 
 

Quick Ratio 

Current Ratio 
Current Assets 

Current Liabilities 

Cash and Cash Equiv 
Current Liabilities 

2.48 

0.98 

Ability to pay current liabilities as they mature (higher number is better) 
Should be great than 1.0 

Ability to pay current debt with only cash and cash equivalents (higher number is better) 
Want this to be as close to  (or greater than)1.0 as possible 
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Debt to 
Equity Ratio 

Total Liabilities 
Net Assets 

 $59,100,814   
$262,754,690 0.22 

Indicates the balance between “equity” and debt 
The greater the  number, the “more leveraged” the organization 
Want this to be as low as possible – at least less than 1.0 
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 Reflects how many 
months the 
organization could 
operate if no 
additional funds 
were received.    

 

Defensive  
Interval 

Cash + Marketable Securities 
 + Receivables  
Average Monthly Expenses 
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Part X, Lines 1 – 5:  $11,770,768 
Part X, Lines 11 – 13:  $219,784,076 
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Part I, Line 18:  $31,237,834 
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Defensive  
Interval 

Cash + Marketable Securities 
 + Receivables  
Average Monthly Expenses 

 $231,554,844   
   $2,653,103 

 $31,837,234   
          12 $2,653,103 Total Annual Expenses 

12 

Calculating Average Monthly Expenses: 

87.3 months  

= 
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 Also determines the 
number of months 
of expenses that 
can be covered by 
existing assets 

Liquid Funds 
Indicator 

Total Net Assets –  
Restricted Net Assets –  
             Fixed Assets           
Average Monthly Expenses 

The liquid funds indicator is similar to the defensive 
interval in its use but is more conservative in 
removing assets with restrictions on them from the 
calculation.  
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Part X, line 10:  Fixed Assets 

Part X, lines 28 & 29: Restricted Net Assets = $34,523,408 

Part I, line 22: Total Net Assets 
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Liquid Funds 
Indicator 

Total Net Assets –  
Restricted Net Assets –  
             Fixed Assets           
Average Monthly Expenses 

The liquid funds indicator is similar to the defensive 
interval in its use but is more conservative in 
removing assets with restrictions on them from the 
calculation.  

$157,071,763  
$2,653,103 

59.2 months  
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Revenue Ratios: 
    

Revenue Source 
 Total Revenue 

 
      Seven revenue sources are analyzed in order to 

establish what proportion each of these revenue 
streams contributes to the organization’s total 
revenues.  These sources are:  

 
1. Public contributions 
2. Government grants 
3. Program service revenues 
4. Dividends, investment earnings and interest 
5. Net (inventory) sales 
6. Admissions/Membership Dues 
7. Special events  
8. Other 
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Part VIII: 
Statement of  
Revenue 
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Public Contributions  $    3,936,298.00  

Government Contributions  $    4,516,488.00  

Program Service Revenues  $    1,557,279.00  

Memberships, Dues, 
Admissions  $    5,737,019.00  

Interest and Investments  $  12,644,441.00  

Net Inventory Sales  $        796,353.00  

Special Events  $          13,860.00  

Other  $        406,262.00  

 $  29,608,000.00  

13% 

15% 

5% 

20% 

43% 

3% 
0% 1% Public Contributions 

Government Contributions 

Program Service Revenues 

Memberships, Dues, 
Admissions 

Interest and Investments 

Net Inventory Sales 

Special Events 

Other 
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Contributions and Grants 
 

CG=  Revenue from Contributions and Grants 
     Total Revenue 

 
 The contributions and grants ratio measures the composition of 

organization funds coming from these sources.  Organizations can 
use this indicator to determine long and short-term trends in line with 
strategic funding goals that can change the organizational revenue 
composition in this area.  

28% 
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Government Grants 
 

GG= Revenue from Government Grants 
      Total Revenue 

 
 The government grants ratio measures the composition of 

organization funds coming from government sources. Similar to the 
contributions and grants ratio, organizations can use this ratio to 
determine long and short-term trends and tie strategic goals to 
changing the organizational revenue composition in this area.  

15% 
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1.  Unrestricted:  Can be used for operations and programs 
2.  Temporarily Restricted:   Must be used for specific purpose 
3.  Permanently Restricted:  Can NEVER be spent (but, can spend earnings) 

1 
2 

3 
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GOVERNANCE 
& 

MANAGEMENT 
Information Obtained from Form 990 

Accountability 
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 One of the most important new sections 
of the form 990 

 This section covers policies that the 
organization may or may not have in 
place 

 It’s important to remember that these 
are not policies required by the IRS 
› BUT they are required to be reported on 
› Information included on Form 990 for 

transparency purposes 
› Future regulation? 
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 Conflict of Interest 
 Whistleblower 
 Document Retention and Destruction 
 Process for Determining Executive 

Compensation 
 Joint venture policy (if applicable) 
 Policies governing chapters, branches or 

affiliates (if applicable) 
 Documentation of all meetings by the 

governing body and all committees 
 Availability of governing documents to the 

public 
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“More people should learn to tell their dollars where 
to go instead of asking them where they went.” 

 
    - Roger Ward Babson, (1875–1967) American financial statistician 

QUESTIONS? 



Karen A. Kennelly 
 

mobile:  317-695-3778 
 

Karen@ksquared.biz 
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