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Nonprofit Finance Fund:

Donde el dinero y la misién se juntan

NFF se imagina una sociedad en la que el dinero y el
conocimiento se unen para apoyar las comunidades justas y

dinamicas.

Ayudar a las organizaciones
regidas por su mision a lograr
las aspiraciones de sus
comunidades por medio de:

= Capital adaptado a sus
necesidades

= Consejos estratégicos

= Conocimientos accesibles

Guiado por nuestros Valores
Fundamentales -

\@ Nonprofit Finance Fund®

Dirigir
poniendo el
ejemplo

Rigor sin
mala actitud

Equidad en
accion

Receptividad

Generosidad
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Presenter
Presentation Notes
Note for MCC:  For NFF overview, do short version (2 – 4 sentences only) because many participants have been following us since session 1 and know us well.



Metas de aprendizaje

Desarrollar colectivamente la conciencia sobre el sistema
estructuralmente inequitativo en el que trabajamos

Aprender a comunicar el costo global de una
organizacion y tener presente este costo cuando
pensamos en nuestras organizaciones

| Refutar suposiciones acerca de la rendicion de cuentas,
--E‘ costos razonables, las dinamicas de poder y privilegio para
poder lograr resultados y promover la equidad
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Acuerdos para participar en la reunion

Todas las experiencias son validas; estamos aqui en calidad de
compaiieros para aprender uno del otro

En este espacio, entendemos que el racismo estructural y otras
formas de opresion estructural son reales

Invitacion para compartir libre y francamente, y hacer preguntas

Atienda sus necesidades primero
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Presenter
Presentation Notes
Note for MCC webinar:  invite spirit of contribution and exchange (even in this webinar format).  
As a reminder:  here are our agreements today.  
At NFF, we have expertise and a point of view to share.  And that said, we have a lot of expertise in the virtual room and invite you to contribute to a meaningful learning experience.
I invite you to share freely and candidly, and ask questions. If you have a question – put it in the chat or Q&A panel; if you have an experience or comment to share, put it in the chat.
Honor the experience of our virtual peer group here; we are here as peers to learn from each other and every experience is valid
And do take care of your needs first.


Dar prioridad a las necesidades relacionadas con el
costo global

Crear solidez financiera a lo largo del tiempo

¢ Puede la organizacion satisfacer una
serie de necesidades futuras para poder cumplir con

¢, Tiene la organizacion fondos
flexibles que le permitan ajustes, crecimiento o
cambio?

¢ Tiene la organizacion suficiente dinero en
efectivo para cubrir sus necesidades operativas
mensuales?
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Presenter
Presentation Notes

Not surplus for surplus sake, but to build LAD. 


;. Qué es el costo global?

Una mejor manera de expresar el costo en el sector de entidades sin
fines de lucro
El costo global nombra y reclama todos los recursos
financieros que se requieren para administrar una organizacién
eficaz a largo plazo

 Libera al sector de la dicotomia falsa de
programas vs gastos fijos

- Capta tanto las necesidades a corto como
a largo plazo

 Es holistico, esta arraigado en un contexto,
permite sutilezas y cambios a lo largo del
tiempo

- Una herramienta para promover la justicia
racial

#
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Presenter
Presentation Notes

Full cost is a framework and a practice. At NFF we believe that to support racial equity the dichotomy of indirect vs direct or program versus overhead/administrative needs to be eliminated. 
The current NP budgeting and funding model perpetuates working from a place of scarcity. 
We believe full costs is a better way to talk about cost in the nonprofit sector. Full cost names and claims all the financial resources it takes to run an effective organization for the long term. Moving from surviving to thriving. 
Here are a few ways we believe full cost does this:
Lifts the sector out of the false dichotomy of program vs overhead
Captures both short- and long-term needs
Holistic, grounded in context, allows for nuance and change over time
A tool to advance racial equity
Aligned with Trust-Based Philanthropy

How can this help you? When full cost needs are understood, you can:
Communicate financial decisions internally and externally
Make better decisions relating to grants and contracts
Advocate for needs with stakeholders

Now we are going to go through the slices of the full cost pie. Keep the Community Arts Center (CAC) case study handy. As I go through each slice think about how it applies to their situation – I know there can be more information, use what you and bring in your experience working in and with nonprofit organizations. 

-------------------

ADDITIONAL/BACKGROUND NOTES:
Full cost, real cost, fully loaded cost, these are all words that are used in very different ways in the sector. Many have used it to simply mean program expenses + overhead expenses. Or all direct and indirect expenses. And that’s where the conversation stops. At NFF, we use full cost to mean much more than our total day-to-day expenses. You can see that total expenses are here, but we’ve got other slices to this pie too. In a moment we will dig into each of these in more detail.
With the FULL COST framework we may arrive at a scare number. This is because with full cost we start by telling the truth to ourselves, not just saying what the funder wants. There will be space to negotiate between ideal and acceptable funding and space between acceptable and unfeasible. 
As we go through the slices of the FULL COST pie I want you to center your lens that this is not only about covering the day to day, this is about the long term. About moving from surviving to thriving. 
FULL cost is about getting us out of the false dichotomy of direct and indirect costs or program versus admin costs. These are concepts which keep us trapped in a cycle of barely making it. Its is time for us to break out of this and live into a framework that better supports the missions and really the visions of nonprofits for their communities. 
Why is this a better way of talking about costs?  

ntro full cost – just pie, not all the definitions
Highlight was lives on the income statement and what’s on the balance sheet – and why we name balance sheet items in more detail is because as a sector we’re not comfortable with them. 
There are additional costs to operating a nonprofit, beyond what we normally name. This is where surpluses go.

Depreciation is gone (it lives in Expenses) 
Operating expenses are now just Expenses, and thus include non-operating expenses. 
Change capital and recovery capital have been separated from Reserves and have their own slice called Cost of Change (not wedded to this wording…). The idea here is Cost of Change dollars behave differently than Reserves. They result in different outcomes for the organization. Reserves are to be used and replenished somewhat regularly or guard against the unexpected – they are always needed. Cost of Change dollars are meant to be raised in extraordinary circumstances and spent down. It would be weird to see a big bucket of change capital sitting on a balance sheet for 10 years, with no plan in sight for its use. 


It is a better way for talking about costs because it names and claims all the financial resources it takes to run an effective, resilient organization that can adapt and grow.








Total de gastos

Lo que Lo que
Gastos operativos y no operativos Cualquier compra que sea
Directos e indirectos capitalizada
Gastos de programas y gastos fijos Pago de deudas
Depreciacion

Gastos no financiados*
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Presenter
Presentation Notes
Total expenses, these are the day-to-day expenses. This is what currently is referred to as direct and indirect, program and overhead, and the unfunded expenses. In the next slide we will talk more about unfunded expenses. 

Another way to think about Total Expenses is everything that’s on your Income Statement. So when we say, what are your total expense needs, what we are referring to is a long list: 	
Operating expenses- regular, reoccurring, expenses
Non-operating: one-time, periodic in nature (costs associated with legal fees for a lawsuit or rebranding efforts or pass-through expenses if you are regranting funds to another org)
Expenses directly related to operating a program – or those indirect costs (overhead) – fundraising team, admin team
Depreciation expense- estimate for the use of an asset. The idea being after the asset’s ‘useful life’, replacements will be needed (computers).

[IN THE CHAT/QUESTION FOR YOURSELF] Think about your budget and funded expenses, do you develop your budgets with all of your expenses? I will ask you the same question in the next slide, keep track see if your response changes. 

This is a pretty comprehensive list, 
What it is not:	
Capitalized- meaning it now lives on the balance sheet- generally organization’s have a threshold for this. Purchases over a certain amount- say $5k will be capitalized, not show up as an expense, and will have an depreciation expense charged each year over that asset’s useful life
Debt – does not show up on our statements of activities in our audits/ P&L 

Thinking about the Case Study, What would CAC include for total expenses? Do you think they have been including their total expenses in their budget and funding proposals?


*Definicion de gastos no financiados

Gastos no financiados: gastos que actualmente no se han
incurrido, pero si se cubrieran permitirian a la organizacion
funcionar a su nivel actual de una manera razonable y justa

“Aportacion de trabajo como inversion” — trabajo excesivo y
remuneracion insuficiente del personal es el ejemplo mas
comun, tal como:

La diferencia entre los sueldos actuales y los justos por
exactamente la misma cantidad de trabajo.

El costo de un asistente por 20 horas a la semana permitiria a la
Directora Ejecutiva reducir sus horas de trabajo de 60 a 40 por
semana.

Otros ejemplos: puestos de trabajo vacantes, suministros
inferiores, conexion lenta a Internet

Gastos no financiados no son:

Gastos para expandir las funciones o hacer mas
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Presentation Notes
Alright, lets go into the Unfunded Expenses. This is the difference between day to day spending and what it would take to do current level of work (not more) in a way that’s fair and reasonable. When we think unfunded, they tend to show up in people cost. Underpaid staff, overworked, double jobs, etc. things blocking from us doing best work. Also referred to as “sweat equity” 

Example: An Executive Director works 60 hours per week. The organization should hire a part time assistant, so the Executive Director can be working reduce her hours to 40 hours per week (without taking a pay cut). The salary of the assistant would be the unfunded expenses. 
Other examples of unfunded expenses include making do with outdated software, slow internet, or sub-par supplies.
Unfunded expenses are NOT associated with expanding or doing more; they support what is already being done by your organization.
The income statement reflects total expenses, except for unfunded expenses. Unfunded expenses are not captured in financial reports.

[IN THE CHAT/QUESTION FOR YOURSELF] Now considering the Unfunded Expenses, let’s come back to the question. Does your budgets include all of your expenses? 

Case Study: What are CAC’s unfunded expenses?

--------
ADDITIONAL BACKGROUND/NOTES
Doing same for more rather than more with less. 

Who currently operates with unfunded expenses? 
What are unfunded expenses? 
What are under funded expenses?
Before we begin to change/adapt we need to address underfunded expenses. 







Capital circulante

POt
| Q

L

Lo que Lo que
Dinero para cubrir los altibajos Dinero para cubrir la pérdida de ingresos,
previsibles del flujo de dinero en efectivo gastos imprevistos o déficits

Protege el funcionamiento de la
operacion si los fondos por cobrar llegan
tarde o las cuentas tienen que pagarse
antes de lo esperado

Facilmente accesible por los directivos;
en la cuenta de cheques, sin
restricciones ni designaciones estrictas

Requerido por todas las organizaciones

La cantidad requerida depende de la
situacion de cada organizacion
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Presentation Notes
Working Capital is cash to keep operations going strong, even when we’re waiting to get paid 
 (Ask the audience, with humor, show of hands with icons) “Alright, Have you ever experienced a cash flow crunch? Or maybe not you personally, but you have a neighbor or a cousin or a friend of a friend who runs a nonprofit that has experienced a cash flow crunch?”
It’s a pretty horrible feeling to be in that crunch of uncertainty on being able to pay salaries on time, cover food for the youth programs, and everything needed to keep going. Knowing funds are coming but the timing is off from receiving to paying on our responsibilities. 
Working capital are dollars in your checking account that are not restricted which can cover “predictable” ebbs and flows of expenses. 

 – we often get asked how much they need. Anywhere from 1-11 months, depending on your cash flow needs and situation. We figure out what you need by doing cash flow projections.
It is not emergency money for deficits, bad fundraising, etc.

Case Study: 
What might the CAC consider to build working capital? 
How could they approach working capital in their turn-around plan?
-----------------

ADDITIONAL BACKGROUND/NOTES:
Varies significantly by organization based on business model dynamics
Based on month-to-month cash flow needs- what is the greatest cash need during the year? 
Access to a line of credit can also support cash flow management





Reservas

Lo que Ejemplos de
Dinero utilizado para fines especificos; que protegen
seran repuestas con el tiempo de los riesgos al cubrir déficits de
corto plazo

Accesibles a los directivos en ciertas
condiciones; a menudo se requiere la para

aprobacion de la junta directiva para manltener el ed!f|C|o y equo,lpagar
acceder a las reservas por las reparaciones o reemplazos

Es posible que se mantengan en una
cuenta de ahorros o de inversiones que
pueden liquidarse en un plazo razonable

para
permitir la experimentacion (por ej.,
tomar riesgos artisticos, investigar
nuevos meétodos en los programas)

que
generen ingresos
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Presenter
Presentation Notes
Reserves are funds to navigate the unexpected, survive a crisis, or act on a new opportunity. 

You also think of these as an Umbrella for rainy day. Certain conditions can allow the organization to use reserves, these tend to be board designated reserves and need board approval to access. 

Some common reserve designations include
Operating reserve
Fixed asset reserve
R&D or risk/opportunity reserve – prepared to lose. (R&D research & development)
Investment reserve, similar to endowment.

Are you asking yourself what is the difference between WORKING CAPITAL and RESERVES. If you are, you are not alone. We sometimes get asked how different are these.  Both WORKING CAPITAL (in checking account) and RESERVES (maybe in investment account/CD and board access) are cash on your Balance Sheet. The difference is that the two operate differently. WORKING CAPITAL  should not have board restrictions and is under managements discretion. Reserves built slowly over time, then at a certain time, they may get spent. And then again, build slowly over time. 

How much reserve should you have. This depends on your organizations needs, your programs, 
What is certain for us at NFF is that everyone should have operating reserve. How much is for each organization to think about what it takes to carry out their mission and programs. How much funds would it need to protect its mission? 
This is often what NFF thinks of as your organization’s savings account- and to have specific intentions for this savings shows that you are able to link financial management/planning with your organization’s strategic priorities
Not just saving money for the sake of saving money- but with specific intentions


OPTION:
Use leadership transition example. When an org is going through a leadership transition, funders don’t want to fund. So how do you cover the cost of this change?!


Case Study: 
What are CAC’s reserve needs?
What type of reserves should they focus on right now?
How could they approach reserves in their turn-around plan?




Reembolso del capital de la
W deuda

Lo que es
- Dinero para reducir la deuda
- Las formas de deuda
- Linea de crédito
- Hipoteca
- Préstamos de los miembros de la junta directiva
- Oftros tipos de préstamos
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Presenter
Presentation Notes
Debt principal payment is used to pay back what’s been borrowed

STORY – I was working with a client that on our first call stated they had funders that did not want to see debt on their balance sheet. They inquired if this continued to be seen as a bad thing, particularly given COVID and many organizations taking on loans to make it through this uncertain period. What you all think, debt good or bad?

You will hear this answer probably more than what you would like. It depends. And really for NP the question here is not if debt is good or bad. It is how can we manage debt? What are our needs? How can we utilize debt as a tool for financial stability and health to achieve our mission.  Debt can be a powerful financing tool if used strategically. 

Debt can be:
Line of credit
Mortgage
Loans from board members
Other forms of borrowing

Key things to remember for Debt Principal Repayment when you are thinking about Full Cost:
Not all organizations have this as part of their cost  (An organization may have debt principal payment as part of its costs) 
(jonkingly) Don’t rush out of here to fill out those lines of credit just to fill up your pie. Remember it depends on the needs of your organization to achieve its mission. These are not dollars for the sake of dollars, but how does this money help the organization. 
when considering debt, it’s important for leadership to be able to articulate how current or future debt is in service to achieving the organization’s intended outcomes 

This part of the pie are the Dollars to repay debt- these don’t show up on budget or in statement of activities/P&L
Most often, repayment of debt principal comes from organizational surpluses (more revenue than expenses to cover these payments)
Calculating debt repayment is the least ambiguous of all the Full Cost items, as there will be a loan agreement and notes related to the debt will be available in audit

Case Study: 
What debt does the CAC have?
How can they approach paying down their debt?



Activos fijos adicionales

Lo que Lo que
Compra de NUEVO equipo, Reemplazo o mantenimiento simple
edificios, muebles, terrenos, de los actuales activos fijos
mejoras del arrendatario, etc. Compra de equipo pequeio cuyo

costo no sera amortizado
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Presenter
Presentation Notes
Fixes Asset Additions include new equipment, buildings, and other fixed assets

Key word in this part of the pie is ADDITION, not already part of your current property and equipment. Let’s say you are hiring new staff and they need desks, computers – items you do not have already. Maybe you need more office space and lease a new space, make improvements to that. This is all fixed asset additions. Or maybe your program is shifting from having community members come into your office for services and you become mobile and go to them – you need ipads, mobile printers, etc. 
 
This is not for replacing existing property and equipment such as current staff’s computer breaks down and you need to buy a new one. Replacing existing is part of depreciation – and possibly saving in a facility reserve. 

Like to see things in neat and tidy boxes, there’s overlap and pieces that speak to each other.  (Hard line – not, ask the question and have reasoning to decide it in each box, thinking about fullness of needs)






S
Capital para el cambio

Lo que Reinversion periddica en la organizacion para cambiar su modelo de
operaciones (por €j., la magnitud o alcance de su mision y/o la forma en que
se devenga y gasta dinero)

Tipicamente, financiamiento grande, flexible, recibido durante varios afios de
una fuente externa

Lo que Crecimiento organico
Cémo se Proyecciones detalladas para un modelo de operaciones que genera
excedentes

costos de planificacién, iniciales, de lanzamiento de actividades,
programas y otros elementos infraestructurales que generan ingresos

Plazos para conseguir nuevos ingresos y fuentes de ingresos

para tener en Uso del capital para el cambio o crear resilencia a largo plazo y para
cuenta modificar o mejorar modelos de operaciones

Cubrir costos iniciales del cambio y los déficits hasta que los ingresos del
nuevo modelo de operaciones excedan los gastos del nuevo modelo
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Presentation Notes
So now we want to take a step back and really discuss what change capital means… Mellon’s support of business model transformation, supported by change capital, is at the heart of this initiative. This concept stems from NFF’s recognition that in order to be financially viable, organizations must be able to generate year-over-year surpluses that cover the full cost of doing business. At its core, change capital refers to substantial, multiyear flexible funds that are invested in a plan to implement and sustain organizational change. Periodically, organizations must make significant shifts in their business model to align with current demand for their services and other marketplace realities, including making improvements in efficiency or quality of program or operations, investments in research and development, adjustments to the size and scope of the organization, and corresponding adjustments to the capital structure that supports the organization’s work. In other words, this shift will better align an organization’s fixed costs with a source of reliable, recurring revenue that will carry it into the future. In order to execute this business model shift, the organization requires an investment that is implemented over a period of several years. This investment is change capital.

We won’t spend too much time covering the exact calculation  When considering the cost of your business model adaptation, start with defining the costs of your inputs involved in your business model shift, such as:
One-time upfront expenses (R&D), New Equipment, Marketing)
New Capacity, positions, and skills 
Ongoing facility and equipment maintenance 
Direct / Other expenses


It’s important to note that change capital is not a form organic growth, but rather a serious change within an organization that often responds to shifts in the needs of your community or in your service delivery model. You’ll calculate / figure out the resources you need to change your business model is something you will work with your NFF consultants in greater detail to cover, as the process involves using projections to support what kinds of expenses will be incurred, and what revenue will be needed to support those expense changes. That said, you won’t be asked for this level of specificity in your Letter of Interest 

In our prior convenings, NFF has also discussed the idea of covering your full cost, and the components that make up full cost such as working capital, debt repayment, and a reserve balance. It’s worth reiterating that the final component of full cost is what NFF has deemed “change capital.” Although change capital most commonly comes from an outside funder, money set aside in reserves or savings from substantial enough surpluses could also fund the cost of this scale of change. 





\

El momento en que es util el capital para el cambio

El capital para el cambio
cubre los déficits del modelo
de operaciones incurridos
mientras se aplica el nuevo

modelo

$ Gasto

Antiguo modelo de
operaciones que requiere

cambios
Situacion Reorientacion del
actual modelo de

operaciones

Nonprofit Finance Fund”

Meta: Generar excedentes
para satisfacer las actuales
necesidades de capital, para
cambios futuros y la
resilencia

Operaciones
plenamente
financiadas
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Presentation Notes
Now we’ve talked about in theory what change capital is, and… Here, we want to cover what change capital, in theory, could look like for your organization. Change capital will support organizations as they reorient their business models to generate surpluses. The process of reorienting an organization’s business model will typically generate up-front deficits. Over time, revenue generation will catch up to the new expense structure, and the organization will be able to generate surpluses that pay for itself. This process often takes three to five years and will begin in 2022 with your NFF consultants should you be awarded these funds. Change capital pays for both the up-front costs of business model change and covers the deficits incurred during those years before the new business model is paying for itself. The graphic here demonstrates the impact of a change capital deployment on an organization’s business model, repositioning unsustainable and/or undesirable deficits into surpluses that help build adaptability and resiliency. This process of having change capital to cover deficits up until your business model catches up to generate surpluses is what we mean when we say Change Capital covers full costs and enterprise-wide financial health. 

Now we’ve talked about in theory what change capital is, and

To orient you to this slide, we have time along the bottom, and dollars along the left. We have expenses in red and our business model revenue in green. 
What we typically see when an organization launches a new line of business, or expands a line of business, or launches a new program is the need for an up-front investment. Our expenses exceed our revenue for a period of time until our revenue “catches up.” A time period of 3-5 years to reach the point of fully funded operations is not uncommon. Some of our new expenses will be one-time investments, but many will be on-going costs – such as staff salaries and maintenance of new tech systems.

Our goal is to get here (click). To manage to a business model that makes more money than it needs to keep it going, so we are generating those surpluses to pay for our capital needs – to set aside cash for important reasons like cash flow, R&D, maintaining and adding fixed assets, paying down debt.

But first we have to figure out how we’re going to get through here (click) – how we’re going to cover these business model deficits in the short-term so we can generate those surpluses in the long term. And there’s two ways we see this done. It can be paid through your own savings – using cash you already have to fund change. Since our sector as a whole is pretty slim on savings, we usually use savings on fairly small or “organic” changes. For large change, for expensive change, we’re probably going to need some outside dollars. Some special, flexible money that we call change capital.

A couple of final points to keep in mind are…


At a high level – when undertaking any change – this is the traditional pattern. 
Change capital is often larger and longer than anticipated. 
There always needs to be a plan to generate revenue from the new business model
This is illustrative, but NFF works with orgs all the time on quantifying this. 




®)

Definicion de dos tipos diferentes de dinero
Entidades sin fines de lucro requieren ambos

Comprar (ingresos) Construir (capital)
 Necesario cada afo » Esporadico

* Estable, recurrente y/o reemplazable . Paga por las necesidades

, extraordinarias
» Cubre los costos operativos anuales

= Se usa para pagar los servicios y * Respalda la solvencia de la
programas empresa

= Se usa para pagar los gastos fijos = liquidez
de la organizacion . adaptabilidad

= durabilidad

v v
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Presentation Notes
Before proceeding with more illustrative examples of how change capital is intended to support the repositioning of your business model, we want to distinguish between the two types of money your organization will need to balance during a change capital infusion. These two types of money are buy dollars, which is your operating revenue, and build dollars, which are capital, episodic dollars intended to support extraordinary needs. While the difference between these two types of money isn’t always clear, the distinction comes down to the intention of how the dollars will be spent.

As we consider this distinction as it relates to change capital, again, revenue is buy dollars, and change capital is build dollars. The change capital dollars are temporary in nature and aren’t intended to replace repeatable forms of revenue, as we know these funds will ultimately run out. Capital is longer-term money (sometimes referred to as “build” dollars), typically raised periodically, that allow orgs to build and refresh their business and art.   Capital can serve many purposes but it often pays for changing what an organization is capable of doing. That may mean doing more, doing less, or doing more effectively. Because change capital is a temporary investment, once these change capital funds are spent, revenue should be sufficient to contribute to annual surpluses, which then can be saved and used as capital to support the future. 




®)

\

El capital para el cambio debe servir para
respaldar la reorientacion del negocio

Desarrollar el consumo de capital con el tiempo

Total Budget: Successful Launch  Presupuesto total:
lanzamiento éxitoso

- B |Ingresos ordinarios
Capital para el
cambio

2019 2020 2021 2022 2023
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Presentation Notes
So now that we’ve distinguished between build vs. buy dollars, we hope this visualization will make a little more sense in terms of how change capital ought to be applied in order to build up your organization’s business model. The exact trends and proportions could look different for organizations, but the general principle is that as revenues grow and lead to regular surpluses over time, the amount of change capital deployed should decrease. This doesn’t always mean you will be generating more revenue than you were before the change capital deployment, but rather your revenue sources have caught up to the shift in your business model and can now result in surpluses. Change capital is meant to be an upfront investment into your business model, and while it’s possible the level of this investment could in fact increase in Year 2, the average amount slopes downward over a 5-year period. Once change capital is spent, your organization should be able to more fully cover your costs with reliable sources of revenue, at least until the next period of change. 


®)

Cuando se aplica incorrectamente el capital para
el cambio

Desarrollar el consumo de capital con el tiempo

\ m Ingresos ordinarios

Total Budget: Chronic Bailouts  pregypyesto total: rescates repetidos
\

,-II||~
/7 ~
|

{

I | Capital para el
cambio

\ ]

\ 2019 2020 2021 2022 2023 , /
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Presentation Notes
The spirit of Change Capital is to ensure that an organization emerges from a planned period of extra-ordinary investment more financially stable and resilient with greater capacity to deliver programs and services.  It is intended to pay for new or one-time costs, periods of revenue volatility, taking risks and learning through trial and error, all of which may be necessary in achieving an enhanced business model.  It is not, however, intended to be a substitute for regular earned or contributed revenue. For example, it should not be used to cover structural or unplanned deficits, pay for an existing program, or cover ongoing, regularly-needed improvements (e.g., facility maintenance). ​

Change capital is meant to lead to the eventual generation of regular surpluses, and a repeated reliance on change capital funds results in an organizational shock when these funds are depleted. It’s important to remember that while change capital is a series of episodic  investments, revenue is reliable and repeatable. Just as with Build vs. Buy Capital, the two are not interchangeable, and that’s why change capital as it appears on this graph, in a straight-line manner over multiple years, is considered mis-applied. 


Confundir comprar y construir resulta en dinamicas
insostenibles de financiamiento

Sepa el tipo de dinero que necesita o dona

Nuestro sector no distingue dinero para construir del dinero para
comprar en los estados financieros (jel sector con fines de lucro si lo
distingue!)

La falta de claridad crea expectivas poco realistas, frustracion y
decepcion tanto para las entidades sin fines de lucro como para los
financistas

Ligar el tipo correcto de dinero con la necesidad correspondiente
prepara las condiciones para tener mayores resultados y una buena
relacion entre el subvencionista y el subvencionado
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Los derechos de los financistas cambian con el tipo de dinero que dan
No reclame derechos de constructor cuando da subvenciones de compra

Derechos de comprador
Lo que la organizacion ya produce

\

Presupuestos correspondientes a los
anos para los que proveen fondos

Planes e informes normales (que la
organizacion ya produce)
correspondientes a los anos para los
que estan proveyendo fondos

Datos y evidencia del éxito del
programa que la organizacion
recopila normalmente, incluidos en
los informes regulares de la
organizacion

Nonprofit Finance Fund® 20

Derechos de constructor
Negociados y acordados desde el principio

Presupuestos y proyecciones de varios
anos mas alla del plazo de la subvencidn

Planes estratégicos y planes para la
sostenibilidad mas alla del plazo de la
subvencion

Recomendaciones acerca de la
recopilacion de datos y evidencia y plazos
de los informes

Proyecciones del flujo de dinero en
efectivo

Conocimiento de otros constructores y
sus condiciones

Discusion acerca de mas de lo que la
organizacion ya hace en la actualidad
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Reflexiones

¢,Coinciden ahora ciertos elementos del marco del costo global con su
trabajo u organizacion? ¢ Qué es lo que necesita su organizacion para
¢
prosperar?

¢ Qué experiencias ha tenido al comunicarse con los financistas acerca
del costo global?

¢ Ha pensado en cual es el tamano apropiado de su organizacion?

Describa su estructura organizativa ideal. ;Como se diferencia de su
realidad actual?
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Tres elementos indispensables aplican a cada organizacioén

y/ /3

&

Gastos totales
Operativos, no operativos y gastos no
financiados

Capital circulante
Acceso al dinero en efectivo para las
necesidades cotidianas

Reservas
Ahorros, un fondo para eventualidades

Reembolso del principal de la deuda
Hipoteca, linea de crédito, etc.

Activos fijos adicionales

Dinero para la compra de un nuevo
edificio, nuevas computadoras, o nuevos
vehiculos

Capital para el cambio
Recursos para adaptarse, crecer,
asociarse o reducir sus actividades
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Elementos
indispensables para
todas las
organizaciones

Algunas veces
requeridos por
algunas
organizaciones
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We went through five of the six slices of the FULL COST pie. The sixth, CHANGE CAPITAL will be covered later on in the session. Leaving that one as a page turner for you and to ensure you come back.  

Ok, so the pie is a lot. It can get us to a scary number.  Remember this is about breaking us out of operating from a place of scarcity. 
Now let me bring you to centering your organization and that not every part of the pie is needed by every organization – all the time. Total expenses, Working Capital, and Reserves those are MUST HAVES for all organizations. 
While the remaining three slices are sometimes needed by some organizations. For example, your organization may not have debt and may not need to have debt. 

The FULL COST framework at its core centers your organizations needs for today while setting and building a foundation to cover costs over the longer-term. This is incremental. Think about this as a marathon, building up stamina for the long haul – not necessarily bursts for sprinting. 

OK – now its your turn!

NEXT SLIDE – Small group. 


NOTE: figure out timing/placement for “Full Cost” breaks through racial inequity. 
Ashley talked about the problems and challenges and now we are going into the (issue  solution) 


Transformar la conversacion

Una conversacion a la vez...

Consejos para entidades sin

fines de lucro

\

Estar dispuestos a responder a
preguntas — ayudan a desarrollar un
entendimiento a fondo

Evitar las suposiciones

Tener una estrategia organizativa solida
y comunicarla claramente

Creer en su narrativa financiera y
comunicarla con confianza

No tener miedo de pedir algo diferente
o rechazar algo que no funciona

Reconocer que todos somos miembros
del mismo equipo por nuestro deseo de
beneficiar y tener impactos positivos en
la comunidad

Nonprofit Finance Fund”
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Consejos para financistas

Crear un espacio seguro al escuchary
fomentar la confianza — y recordar que
la confianza se desarrolla gradualmente
con el tiempo

Establecer el tono para el dialogo
abierto y las conversaciones honestas

Evitar las suposiciones

Recordar que tanto la deuda como los
déficits pueden ser el resultado de la
estrategia

Exponer de manera transparente su
estrategia, valores y procesos internos

Reconocer que todos somos miembros
del mismo equipo por nuestro deseo de
beneficiar y tener impactos positivos en
la comunidad
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Review one to two unique and that two that are shared 
Avoid making assumptions
Know that we are all on the same team in our desire to benefit and positively impact the community

These tips are also in the NFF Conversation Guide. 




Cabeza, corazén y pies

Cabeza Corazon

¢, Qué aprendio en la ¢, Qué sintio en la

sesion de hoy? sesion de hoy?
—
-]
o o

Q‘? Nonprofit Finance Fund® 24

Pies

;, Qué acciones
tomara?

V0o
°0000 Oo
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Investigue mas recursos sobre el costo global

Sitio web sobre el Costo Global:

Guia para la conversacion:
https://nff.org/file/1159/download?token=Pviop33H

Cuaderno de ejercicios sobre el costo global:
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https://nff.org/full-cost
http://Conversthttps:/nff.org/file/1159/download?token=PvIop33H

Lo que sigue

Las entidades sin fines de lucro estan investigando nuevas
maneras de trabajar con organizaciones de ideas afines. En
este webinar, aprendera a reconocer las condiciones para
las colaboraciones exitosas, para evaluar el alineamiento de
la misidn, examinar las perspectivas, y facilitar las
conversaciones productivas con colaboradores potenciales.
NFF tratara la diferencia entre asociacion y colaboracion,
fuertes y costos globales en las colaboraciones y
asociaciones, valoracion de las propuestas de colaboracion,
finanzas de las asociaciones y colaboraciones, y las posibles
barreras a la formacion de nuevas asociaciones.

Resultados: Al final de esta sesion, los participantes podran
reconocer las condiciones para las colaboraciones exitosas,
para evaluar el alineamiento, examinar las perspectivas y
facilitar las conversaciones productivas con los
colaboradores potenciales.
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Proximas sesiones

Para funcionar
en un mundo
cambiante

Partes 1 +2

|

Abril | Abril
15 29

*

Planificar
el flujo de
dinero

Relato de su
historia
financiera

.

Entendimiento Entendimiento Liderazgo

de su del costo financiero
combinacion global por las juntas
de misiony directivas
dinero

:

Mayo | Junio | Junio | Junio | Julio | Julio | Ago

13 3

[ ]

Planificacion
financiera
Parte 1 (Estado
de resultados) +
Parte 2 (Balance
general)

\\“3 Nonprofit Finance Fund®
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Presupuestacion

estratégicay

planificacion para

posibles
situaciones

27

¢
([ J
Ago | Sept | Sept

1 22 5 19 2 16
) LA
Manejo de Aspectos
riesgos y economicos de

oportunidades

las asociaciones
y colaboraciones
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iGracias!

AFranks@nff.org
nff.org
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