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n General.....

® 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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n General...

® 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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Key Documents

® Form 990 (public document)
® Audited financial statements
® Annual budget
® Project budget
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Rey Conceprs ror Grantmakers

@ Sustainability
> Of organization
> Of project

® Capacity
® Accountabillity
® Alignment with (funder’s) priorities

i
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SELF —
EVALUATION



©@ © @

®
®

, stability)
k-sq uared.

Financlal Starement

Consioerarions

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

Operating reserve or a working plan to
establish one

> Ifthere 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




How financlally secure Is The
organizarione

® 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
e sufficient?

=
k-squared.



How erricient IS The
organizatione

® 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?

i
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Fow well do you plane

® 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?

i
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Reviewlng Revenues

® Board of Directors “participation”, i.e.,
do 100% of board members contribute?

i
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RATIOS

Calculating from Form 990

12



Not-for-Profit Specific




RATIOS — WNaTt They Inalcare

@ 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%

Iy~

=
k-squared.

Total Program Expenses

Total Expenses

Total fund-raising,_
mgmt & general expenses

Total Expenses

Program Services
to Total Expense

FR, G&A to
Total Expense




Calculating the Ratios —
Mission/Administration

el Statement of Functional Expenses _h
Section 501(c)(3) and 501(c}(4) organizations must complete all columns,
All other organizations must complete column (A) but are not required to complete columns (B), {C), and (D).

Do not include amounts reported on lines 6b, (&) Broara sanic M (c} b and . ED]'_ i
7b, 8b, 9b, and 10b of Part VIl Tolerenses et gonors oxpenses xpenses
1 Grants and other assistance to governments and
organizations in the U5, Ses Part IV, line 21, | HONE
2 Grants and other assistance to individuals in
the US SeePart VM line22 . . ... ... .. S50,050. S0, 050,
23 Insurance | . L L L. L ... 357,857, 7,924, 343,933,
24  Other expenses.  ltemize  expenses  not
covered above, (Expenses grouped together
znd labsled miscellaneous may nol exceed
5% of total expanses shown on fne 25 below.} I
a BESEARCH & _DEVELOPMERNT . _____ 93,165, 91,744, 553, aeh.
b EQUIFMENT & EXHIBLTIONS g48, 727, 175,903 5,080, 64,736,
¢ FPROGERAMS & ACTINITIES . __ 1,152,11%, 939, TEO . 207,597, 4,742,
d
B o e
I Allother expenses _ e P —
25 Total functional expenses. Add lines 1 through 241 31,237, 834 23,444,695, 5,659,646, 2,133,492,
. - T 1 e o . \
Program Expenses Fundraising, Administra
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Ratios — what they Indicare

@ 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

Total Fund-Raising Expenses FR Expense to
Total Related Contributions Funds Raised

Iy~
S
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Calculating the Ratios —
Funadraising Etticiency

LR Statement of Revenue 35=08E7985
Ay (B} (€} 0]

Tedal reenue Relzted or Dnrelated Favenus
exampt business excluded from tax
function revenue uniar seclions
PEVENLE G612, 513, or 514

#g| 1a Federated campaigns . « « « « v . . (1a ]

£ 5| b Membershipdues . ... ... .. ib

qq_i El ¢ Fundraisingevenis . . . ... ... p e [ 18,350,

B fbd_Related 0rganizalions e 1d 426,544

g e Government grants {contributions) . . |1 4,516,438

£ f Al other conligalions, glits, grants,

% and similar amounls not included above o

€ -

“ T > 8,472,136,
E | Rusaineas Cndn

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

Part VIIl 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)

i
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Adequacy of Resources
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RATIOS — WNaTt They Inalcare

Current Ra@

Quick Ratio>

Debt to
Equity Rat

>

Iy~
S

k-sq uared.

Current Assets
Current Liabilities

Cash and Cash Equiv

Current Liabilities

Total Liabilities
Net Assets

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 borrowy



Caleculating the Ratios — Current
Ratlo

® What are the current assets???

Farm 980 {2008) IR-BGTYE5 Page 11
Balance Sheet

SR S

(A) (B}
By n Errelei=peen
1 Cash-non-interestbeaning . . . . . . . v vt i i i e e e e 415,638 1 45,638
2  Savinos and temporary cashinvestments . . . . L0000 o e n e e 2,954,640, 2 4,788,362,
3 Pledges and granfsreceiable, net . . . . . . o Lo e e e s e e E,034,700. 3 5,037,309,
4 Accounts recelvabile, net .. oL L oL L e s e s e e e e e 403,146, 4 1,899,459,
5 Receivables from current and former officers, directors, truslees, key
employess, or other related parties. Complete Part Il of Schedule L . . . .. 5
6 Receivables from other disqualified persons (as defined under seciion
49581 1)) and persons described in section 4958(c)3)(B). Complate Part Il
of Schadula L . . o . o e e e e e e e e e e e e e e e e e e I B
@ 7 HMotes and loans recelvable net . oo L 0 s e s s s e e 7
§ B Inventories for sales OorWSe & o v vt v 4w e e e e s e e e e e e e e e e e 312,249, & 281,244,
<| 9 Prepaid expensesanddeferedcharges . . o o 2 o 0 e s s s s 710,10, @ 200, 700 .
10a Land, buildings, and equipment: cost basis. . . . |10a 116,487,314,
b Less: accumulated depraciation. Complete
Part Wlof Schedule D . . . 0 . o 0 o0 v i v o 10b 45,327,800 66,436, 926.[10c T1,15%, 5149,
11  Inwestments - publicly traded seourities. « - « o 0 v o v n s e e s | 224,120,719, 11 134,756, 567,
12 Investments - other securities. See Part IV, line 11« o v o v v oo v o o 91,540,401, 12 B85, 027,509,
13 Investments - program-related. See Part IV, ling 11« <« v v v v v v v w e v 13
14 Intangibleassets. « « « o v v 0 o s e e e e e 14
15 Other assets. SeePart V. line 11 - -« & o o & v v o b s o v s w fa e e m e s 18,517,780 15 18, 659,197.
16 Total assets. Add lines 1 through 15 {must equal line 34} « - - .« » « .« . - 410,476,314, 16 321,855,504,
L Bommmrimtm mmr el e e e e e T OTRT TR 17 A AOE @AE
K

[N

- Part X, Lines 1 -9: $12,252,712
k-squared.




Calculating the Ratios — Current
Neli®

® What are the current liablilities???

Farm 280 {2003) Fh-[Ba7935 Pagea 11
Balanc¢e Sbget . o
A J (B)
Beginning of year End of year
17  Accounts payable and accrusd expenses. . . . v o o oL e e a e s 3,957,358, )17 4,405, 845,
18 Grantspayable. . . . - . . .o e e e 18
18 Deferredrevenue o o 0w 0 e o s e e s s I8l 204 (19 S35 027
20 Tawexempt bond liabilities . . - . . . . o0 .. oo o e 46,775, 000, 20 52,180,000,
@!21  Escrow account liability. Complete Part IV of Schedule D - . . o v 0 000 0 21
=22 Payables to current and former officers, directors, trustees, key employees,
% highest compensated employess, and disqualifled persons. Complete Part |l
= OF SERBALIEL « « v v e e e e e e e e e e e 22
23  Secured mortgages and notes payable to unrelated third parties . . . . . . . 23
24 Unsecured notes and loans payable. . . - . . . .0 oL C e e e e e e 24
25 Other liabilities. Complete Part X of Schedule D - . .« . - o v 0 v o v v v 723,084, 25 1,978,048,
26 Total liabilities. Add lines 17 through 25. . . . . . . . EREEEEE T 2,016,746 26 56,100,814,
= S . mmeim sim .+ .- . S R aa-

Lines 17 — 19 on Part X;: $4,942.,766

Iy~
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Calculating the Rartios

, Current Assets
CRlEE Ra@ Current Liabilities éi,éig,;ég 2.48

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

_ _ Cash and Cash Equiv =~ $4,834.000
Qe Ra“‘> Current Liabilities $4. 942 766 0.98

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

i
L |

k-squared.



Calculating the Rartios — Delt
TO EQUITY

Farm 980 {2008 35-0B&G79485 Page 11
Balance Sheet

(A (B}
Beginning of yesar End of year

gmplete Part Xof Schedule D - . & . 0 - v v o v o v v v 723,084, 25 - - -
] dlines 17 through 25. . .« - o v v i i e v et 52,016, 746.0 26 14 .
Crganizations that follow SFAS 117, check here LX_J and complete
§, lines 27 through 29, and lines 33 and 34,
£127  Unresiricted netassets . . . ... .. P n ek e s eame e ia s s 517,331,841, 27 210,231,282,
E 28  Temporarily restricted net assets . . . . - P 21,558,400, 28 32,954,081,
3 29  Permanently restricted netassets. . . . - . o« v v oo oo 19, 569,327, 29 19,569,327,
EJ' Organizations that do not follow SFAS 117, check here b l:' and
3 complete linas 30 through 34.
%i 30 Capital stock or trust principal, or currentfunds . . oo 0 e o 30
“i3 F'au:l -in urcapllal surplus, or land, building, or eguipment fund . . . . . . .. a1
<32 g5, endowment, accumulated income, or other funds . . . . 32
§|3 ANdDalances « -« v v v e e e e e e e e e  358,459,566.] 33 C 262 754, 650, )
134 iomtes and net assetsfund balances. . - . . o o v v i e L | 410,476,314, 34 371 . EGh. h04 .,
FPEETE Cionninl Clatamnantse and Dannetins

i
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Calculating the Ratios

Debt to Total Liabilities - 59,100,814
Equity Ratio Net Assets $262,754,690 O 22

Indicates the balance between “equity” and debt o
The greater the number, the “more leveraged” the organization
Want this to be as low as possible — at least less than 1.0

i
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Ratios — what they Indicare

® Reflects how many

> Cash + Marketable Securities months the

Defensive + Receivables oraanization could
Interval Average Monthly Expenses J .
operate if no

additional funds
were received.

i
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Calculating the Ratios —
Detensive Interval

Farm 980 (2008) IR-EGTY985 Page 1
Balance Sheet
A (B)
T T T e . N r=1]
1 Cash-non-inferestbeaning . . . . v v v v e v v i i e e e e 415,638 1 45,638,
2  Savinos and temporary cashinvestments . . . . L0000 o e n e e 2,954,640, 2 4,788,362,
3 Pledges and granfsreceiable, net . . . . . . o Lo e e e s e e E,034,700. 3 5,037,309,
4 Accounts recelvabile, net .. oL L oL L e s e s e e e e e 403,146, 4 1,899,459,
5 RWMWJE?
employess, or other related parties. Complete Part Il of Schedule L 5
6 Receivables from other disqualified persons (as defined under seciion
4958(13(1)) and persons described in section 4858(c)(3)(B). Completa Part Il
of Schadula L . . o . o e e e e e e e e e e e e e e e e e e I B
@ 7 HMotes and loans recelvable net . oo L 0 s e s s s e e 7
§ B Inventories for sales OorWSe & o v vt v 4w e e e e s e e e e e e e e e e e 312,249, & 281,244,
<| 9 Prepaidespensesanddeferred changas . . . L . o 0 o L e e e 710,106, 8 200, 700,
10a Land, buildings, and equipment: cost basis. . . . |10a 116,487,314,
b Less: accumulated depraciation. Complete
Part Wlof Schedule D, . . o 0 00 o v v v e v o 10b 45,327,800 66.436,9;6.100 1,159,519,
11  Inwestments - publicly traded seourities. « - « o 0 v o v n s e e s . 224,120,719, 11 134,756, 567,
12 Investments - other securities. See Part IV, line 11« o v o v v oo v o o 91,540,401, 12 B85, 027,509,
13  Investments - pmgram-related. SeePart IV, line 11 -« -« v v v a0 e L 13
14 Intangibleassets. « « « o v v o o s e e e e e e 14
15 Other assets. SeePart V. line 11 - -« & o o & v v o b s o v s w fa e e m e s 18,517,780 15 18, 659,197.
16 Total assets. Add lines 1 through 15 {must equal line 34} « - - .« » « .« . - 410,476,314, 16 321,855,504,
L Bommmrimtm mmr el e e e e e T OTRT TR 17 A AOE @AE

i
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Part X, Lines1-5: $11,770,768
Part X, Lines 11 — 13: $219,784,076




Calculating the Ratios —
Detensive Interval

e Eepu R — . .-
~ Summary _ B
1 Briedly deacsibe the organization's misslon ar mast slondflcantactitios: _ o
G THE MISEION OF THE CHILDREM'S MUSEUN OF THRIAMAPQLIS, INC. IS To __________________
g CREATE EXTRACROTHARY LEARMING EXFERIENCES THAT HAVE THE POWER TO____
TRANSFORM THE LIVES OF CHILRREH AHD FAMILIES. e e e e e o e e
E 2 Check thisbox pe | |if the arganizalion discontinued is aparabans or dsposed of moee than 26% of its assets.
| 3 Blumber of valing members of the goveming body (Fart L e tal s e e e e e e e e Wl 3d
_ﬂ 4 Mumbar of independent voting members of the goveming body (Fart V0, linedly - 4 31
ES Tolal membaer of amaloyess (Part Vo dne 22y e e e e LB 4110
4| B Tolal number of velunbears (eeimale § mamassamnl L e e e e e e s 2e0
Ta Tolal grass unrelaled business reverde from Fat VIl g 12 sobom iy - |Ta 2,024,648,
B Mel unrefaled business tamabie mcome om Ferm 890-T 83 0 0 v 0 v 0 v v o v v 00 o st m e e e e Th 1,755,296,
Pricr Yoar Current Year
o| 8 Contribution and grants (Fart VIl Foe iy 10,402 078, B,472,136,
E 8 Program serdoe revenue (Pact VI Bee2ad 0 Ll T 014 B6R. T, 234 20F,
= 10 Ieveastmant income (Part VI, celuman (&), Imes 3, S, and 7). L 38,350, 206, 12,544,447,
11 ke revenies (Part VI, column (A, Bras 5, Bd, 8g, 90, 10, andl 190 Bok, BH1. 1,130,125,
12 Tedal rewanue - 304 linga B hreugh 11 (st equal Fart VI ealumn (A, line 120, . L . . . . . 56,674,002 _ 29, 60d, 00 .
13  Granis and similar ameunts paid (Parl IX, column (AL ines =31 2E, 500, 50,050,
14 E-:nr.-l'llsp.ni-:l1|:hurfc|rrn|:rnb-=r=-|:F':tLl:'ﬂ.-::lj.lml'lﬂ.“.b.ir'&d:ll e e e e e e e [ [l | FHARE
E 18 Salaras, other compensalion, employee benafits (Part D, column (8], lines 5100 12, 027,262, 13,966,271,
16a Frofessional fundraiging Tees {Part 16, calumn (&L Ine il 0 ... HOHE HOHE
g b Tetal fundraising espenses, Par IX, column (D), o 25) w2 133, 493,
T 17  Cther expenses (Part I, column (&), lines 11a-11d, 110248 L 17,470, R1d. 17,221,513,
18 Total pepansas. Add lines 1317 {must egual Part D0 columm 48, ime 25y 29,490, 276, F31, 237 BE4,
P ; o P oo oo s oo

Iy~
<

- Part |, Line 18: $31,237,834
k-squared.



Calculating the Rartios

Defensive + Receivables
Interval Average Monthly Expenses $2,653,103

> Cash + Marketable Securities $231.554.844

87.3 months

Calculating Average Monthly Expenses:

Btal Annual Expenses _ 31,8\;,;,234 2,653,103 <

i
|

k-squared.




RATIOS — WNaTt They Inalcare

Total Net Assets — ® Also determines the
Liquid Funds Restricted Net Assets — number of months
?ndicator Fixed Assets of expenses that
Average Monthly Expenses can be covered by

existing assets

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.

i
L |

k-squared.




i (| Comerston | | Tmist] | Amsocimoe | | cilhac
040 Summary

20 Totel assets (Perl X, line 16}
21 Totad linbilities (Part X, line 26}
22  Medf assets ar fund balances. Subtrosct fee 21 fromi line 200 L, - L o - o - L L o .

Mol Ansais or

. et
-EI Organizations ihat do not I-:nlluw SFAS 11? chack here = -Eﬂ-.-_

- 30
‘
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Calculating the Rartios

Total Net Assets —

. Restricted Net Assets —
AL TR Fixed Assets
Indicator

Average Monthly Expenses

59.2 months

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.

i

=
k-squared.




Diversificorion or Revenues

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:

Public contributions
Government grants
Program service revenues
Dividends, investment earnings and interest
Net (inventory) sales
Admissions/Membership Dues

Special events
Other

©NOUTAWN R

i

=
k-squared.



T statementof Reverue

Contributians, gilts, grams.
and other similar amounts

=
3
=
i
3
E
w
£
e
g
[

Part VIII:
Statement of
Revenue

Other Revenue

old . .0

Q

-

k-squared.




Diversitication of Revenue

Public Contributions
Government Contributions

Program Service Revenues

Memberships, Dues,
Admissions

Interest and Investments
Net Inventory Sales
Special Events

Other

i
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S 3,936,298.00
S 4,516,488.00
$ 1,557,279.00

S 5,737,019.00
$ 12,644,441.00
S 796,353.00
S 13,860.00
S 406,262.00

0% 1%

3%

29,608,000.00

20%

13%

15%

5%

 Public Contributions

B Government Contributions

B Program Service Revenues
Memberships, Dues,

Admissions

I Interest and Investments

H Net Inventory Sales

m Special Events

m Other



Ratio - Revenue Comp. of Org.

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%

i

=
k-squared.




Ratio - Revenue Comp. of Org.

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 compaosition in this area.

15%

i
L |

k-squared.




Assessing Net Assets

Farm 980 {2008 35-0B&G79485 Page 11
Balance Sheet

(A (B}
Beginning of yesar End of year

25 Other liabilities. Complete Part X of Schedule D - . .« . - o v 0 v o v v v 723,084, 25 1,978,048, @
26 Total liabilities. Add lines 17 through 25. . . . - .« o o v v o v o o v a0 v 2,016,746 26 56,100,814,
Organizations that follow SFAS 117, check hare b LX,J and complete /
§, lines 27 through 29, and lines 33 and 34,
£127 Urnrestricted netassels . . . . oo o oo v e i i i e s 317,331,841, 27 21@,231,282,/@
5128 Temporarily restricted net assets . . . . . e e e e 21,558 400 28 32,954,081,
2129 Permanently restricted netassats. . . . ..o e 19,569,327, 29 19,5649, 327 ﬂ
z! Organizations that do not follow SFAS 117, check here b l:l and
3 complete linas 30 through 34.
%Ii- 30 Capital stock or trust principal, or currentfunds .~ . . o o Lo 00wl o 30
@131 Paid-in or capltal surplus, or land, building, or eqguipmentfund . . . . . . .. a1
i| 32 Retained earnings, endowment, accumulated income, or other furds . . . . 2z
§|33 Total net asselsorfund balances . . . . . . - o v o 0 i o i i et e e 356,459,568, 33 262,754, 650,
134 Total liabilties and net asselsffund balances. . - . . . . - . . .. ... .. i 410,476,314. 34 321,855,504,
Loy vy ] Einnnnial Clotnmants amnd Banaetines

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

Iy~
S
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GOVERNANCE
&
MANAGEMENT

Information Obtained from Form 990

Iz
S
k-squared.



Governagnce

® 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?

|

k-squared.




Policies

® 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

® Avallability of governing documents to t
7 public
k-squared.




QUESTIONS?

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

(1 (171




Karen A. Kennell
mobile: 317-695-3778

Karen@ksquared.biz
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