
MAKING SENSE 
OF NONPROFIT 

FINANCIALS

No, seriously.



Our Time Together

1. Purpose of Financial 
Statements 

2. How the Financial Statements 
Work Together

3. Making Decisions with 
Financial Statements

4. Communicating with Financial 
Statements

5. Q&A



PURPOSE OF 
FINANCIAL 

STATEMENTS



NONPROFIT  IS  A  MISNOMER



Three Reasons to Create Financial Statements

COMPLIANCE MAKING 
DECISIONS

PERSUASION



Measuring 
Performance

Managing Risk Planning for the 
Future

MAKING DECISIONS



Stakeholder 
Assurance

Enhance 
Credibility

Attract Funding 
and Support
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CONTEXT  IS  CRIT ICAL



HOW THE FINANCIAL 
STATEMENTS WORK 

TOGETHER



The Financial Statements
• Balance Sheet
• Statement of Activities
• Statement of Changes in Net Assets
• Statement of Functional Expenses
• Statement of Cash Flows
• Footnotes



Opening 
Balance 
Sheet

Closing 
Balance 
Sheet

Statement of Activities
Statement of Changes in Net Assets
Statement of Functional Expenses

Statement of Cash Flows

Footnotes



MAKING DECISIONS 
WITH FINANCIAL 

STATEMENTS



KEEP  IN-KIND IN  MIND



Financial Analysis 
with Ratios

• Liquidity – What’s our 
cash situation?

• Leverage – Are we 
overextended?

• “Profitability” – Should we 
keep doing this?

• Relative size comparisons
• Trend analysis



Liquidity
Working Capital

Current Ratio and Quick Ratio

Days Cash on Hand

Cash Conversion Cycle



Leverage
Debt Ratio

Debt to Net Assets Ratio

Debt Service Coverage Ratio



“Profitability”
Operating Margin

Revenue Growth Rate

Expense Growth Rate



Relative Size Comparisons
Types of Revenue and Expense

Types of Assets and Liabilities

Types of Net Assets

Benchmarking



COMMUNICATING WITH 
FINANCIAL STATEMENTS



COMMUNICATING WITH 
CHARTS AND GRAPHS



STORYTELLING WITH 
DATA VISUALIZATIONS



WATCH YOUR VERTICAL



Resources
• National Council of Nonprofits
• nonprofitready.org – free Certificate in Nonprofit Finance

• Kellogg @ Northwestern – free videos
• LinkedIn Learning modules
• Baylor University Continuing Education

https://www.councilofnonprofits.org/running-nonprofit/administration-and-financial-management
https://www.nonprofitready.org/nonprofit-finance-courses
https://www.kellogg.northwestern.edu/executive-education/nonprofit-management/online-nonprofit-management-essentials.aspx
https://www.ed2go.com/baylor/SearchResults.aspx?SearchTerms=nonprofit


Gia_Chevis@baylor.edu
254-710-1328
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