Welcome to the NFF Workshop!
Below are a few housekeeping items to review before we get started:

Please try dialing in using your phone if you’re having trouble connecting to audio on your
computer.

Find the microphone icon in your Zoom panel 2 click the ‘up’ arrow = select ‘switch to phone
audio’ = dial in on your phone using the number and meeting ID - link your phone and video
by dialing #participant ID#

S We are recording the
@ | D2 In: (108) 635-0968 main sessions, not the
Meeting ID: 817-5437-3897 breakout groups
7 ~ Wi g 2’ ® | @
Unmute Start Video Invite Participants Share Screen Chat Record

If you are able, please share your video by pressing
‘Start Video’ in your Zoom panel (shown above)

v Zoom Group Chat

You are currently muted to ensure the best possible sound
quality. As questions/comments arise, please unmute
yourself using the microphone icon in your zoom panel
(shown above) or by pressing *6 on your phone. You may
also reach out using the question box at any time.

We will answer your questions as you ask them, so please o o
do ask! If you have a questions, it’s likely someone else
is wondering the same thing, too.
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Interpretation and Breakout Instructions

We are offering Spanish interpretation in this webinar series.

If you would prefer to listen to today’s session in Spanish, you can enable this
interpretation by selecting the Interpretation in your bottom bar on your screen,

and then select Spanish.

You will be able to move between the Spanish and English audio channels at
your convenience, and please note that you will still be able to unmute to ask
guestions and send messages in the chat at any time.

v Off
@ english

Manage Language Interpretation..

e | A I ~ @8
@n il BE
oh Breakout Rooms [ Interpretation Reactions

Participants
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Webinar

Managing Risk

Facilitated by

Johnny Lambour, Senior Associate
Nonprofit Finance Fund

{& Nonprofit Finance Fund®

August 5, 2021
1pmET
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Acknowledgment of Indigenous Territories

We invite you to share in the chat

“Land acknowledgments are . .
< the Indigenous Territory you are

a steppinig stone to honouring joining us from:
broken treaty relationships.”
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https://native-land.ca/

Nonprofit Finance Fund

We are on a mission to support community-centered
organizations led by and serving people of color,
helping them access the investment capital and
financial knowledge they need to realize their
aspirations.

Trusted
Partner

Financial
Educator

Y
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The Rising Together Initiative
NFF is partnering with...

CITIZENS ‘®:

couiee  BIIIE  oicrederation

YORKCITY

Our Goal: Position community organizations to sustain and adapt

+ Better understand financial dynamics of current operations as well as
growth and change

+ Identify, prioritize, and quantify financial needs

+ Build capacity for strengthened financial management, resilience and data-
informed decision making

The Rising Together Initiative is funded by Morgan Stanley
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Meeting Agreements

Every experience is valid; we are here as peers to
learn from each other

Invitation to share freely and candidly, and ask
guestions

Take care of your needs first
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Learning Goals

N\

y B Develop awareness of different types of
« organizational financial risks

aim towards long-term financial health

Strengthen ways to communicate your

\
- Build skills to manage risks with an
I
—ia
' ) long-term needs to stakeholders

A

b

/
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Leveraging All Your Strengths For Long-term Health

= Relationships & Reputation — our
partnerships, networks and
reputation, and access to community
resources

= People & Skills - the skills,
expertise, experiences of staff, board
and volunteers

= Data & Know How — how we know
what we do works, how we
understand our mission impact

= Financial —the alignment of financial
resources to pay for what we do -

L : . People & Skills [§ Relationships
delivering and supporting the mission & Reputation

in the immediate and longer term

,
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What is Risk?

RISK: “The possibility of an event occurring
that will have an impact on the achievement
of objectives.”

-Institute of Internal Auditors

Q"/ Nonprofit Finance Fund®
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What is Risk?

OPERATING Vs STRATEGIC

. Planned choices
Ongoing In nature

Part of day-to-day business

INTERNAL vs. EXTERNAL

Existing organizational Outside decision-making

structure and operations
Market forces

Easier to control :
Disaster

Harder to control

2
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What Risks or Opportunities Do You Face?

Program
Related
Risk

Leadership or
Staff Turnover Growth/
Contraction

Potential Funding
Loss

Strategic
Partnerships

" . -
\\J/ NOﬂpl’OfIt Flnance Fund® 11 nff.org © 2021 Nonprofit Finance Fund



manage

Source: https://thornleyfallis.ca/wp-content/uploads/2013/10/risk.jpg
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https://thornleyfallis.ca/wp-content/uploads/2013/10/risk.jpg

The Now and the Future

Sustainable Adaptable

Having enough resources
to accomplish our mission
now and in the future.

Having enough resources
to meet changing needs
now and in the future.

m Can we make it through m Can we adjust to new
this year & the next? conditions if and when
= Are we meeting the we need to?
needs we set out to = Do we know what to
meet? say “No” to?

= Are our services still the
right services for our
community?

19
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Building Long-Term Financial Health: Hierarchy of Need

Appropriate capitalization can support:

= Liquidity
Does the organization have adeguate cash to meet its
month-to-month operating needs?

w.ia} Jeap

= Adaptability
Does the organization have flexible funds that allow for
mitigating risks, growth, or change?

= Durability
Does the organization have access to funds to
address a variety of future needs to deliver mission

over the long-term?

F
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About Liquidity

What does liquidity look like?

Cash easily available to management to pay bills on time, even during periods
of negative cash flow

How do | measure liquidity?
Months of cash

How many months of cash do | need?
The answer is specific to your organization
Cash for liquidity should be determined based on cash flow projections
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About Adaptability

What does adaptability look like?
Reserves, for risk or opportunity

How to measure adaptability
Months of Available Net Assets (ANA)

How many months of ANA do | need?
The answer is specific to your organization

Resources for adaptability should be determined through a risks and
opportunities assessment.
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About Durability

What does durability look like?
Fixed assets like facilities and equipment
Very long-term pledges
Endowments

How much durability do | need?
The answer is specific to your organization
Depends on mission-delivery strategy
Many need very little durability
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Setting Long Term Planning Goals Requires Knowing

Where to Focus

. ...  “Making It

1. Operating

Consistent
Surplus/
Deficit SuIplses
é.alﬂr?nths of 6+ months
3. Months of
ﬁ\slzlel?sble Net 6+ months

Adaptability,

Focus on Durability

Smaller surpluses

2-5 months

2-5 months

Liquidity,
Adaptability

““Mulnerable to | “Need to Take
Shocks” Action Now”’

Variable operating Reqular and/or

results sizable deficits
1-2 months <1 month
1-2 months <1 month
Liquidity Liquidity

& Nonprofit Finance Fund®
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Consistent surpluses build liquidity, adaptability, and
durability

Consistent
Surpluses

Business Capital
Model Structure

Are you able to Do you have access
cover your costs? to enough cash?

Reinvestment
into the
Business
Model

Y
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%

Challenge: Communicating Use of Surplus

m Some (funders, board members) demand a “$0 Bottom Line”

m Explain why: Budgeting to break-even will not cover all of the
organizations costs and undermines ability to deliver on mission
in the long-run

m Show it in your reports: Indicate plans for use of surplus “below
the line” to demonstrate good management and satisfy the
request for a “balanced budget”
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Below the Line Budgeting:
What Might This Look Like?

ABC Organizaton

FYE 12/31

OPERATING BUDGET
REVENUE

Foundations
Gowvernment
Program Fees
Individuals
Total Revenue

EXPENSES
Personnel
Professional Fees
Occupancy

Supplies and other
Total Expenses

OPERATING SURPLUS / DEFICIT
Priority Balance Sheet Needs
Working Capital
Fixed Asset Additions (laptops)

Total Priority Balance Sheet Needs

Shortfall After Priority Balance Sheet Needs

& Nonprofit Finance Fund®

100,000

50,000

35,000

5,000

190,000

82,000

2,000

30,000

63,500

177,500

37,500

50,000
5,000
55,000

21

Set goals internally
Be specific

How will this impact
the organization’s
ability to meet
mission?

Adapt communications
to the audience

Below the line:
Communicate intentional use
of surplus
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Building Healthy Capital Structure:
Supported by Surpluses and Periodic Investments

One-time
Investments

Consistent
Surpluses

Business Capital
Model Structure

Are you able to Do you have access
cover your costs? to enough cash?

Reinvestment
into the Business
Model

Y
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Building Long Term Financial Health

Y
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Main Takeaway:
Budget to a Surplus

Financial health is a journey, not a destination
Adopt the practice of budgeting to a surplus

Make progress on your goals over time

Remember the hierarchy of need
Liquidity comes first!

Determine the metrics that are right for your organization

Help the sector do better

Talk with other funders and nonprofits about the importance of
surplus

Open the conversation with your grantors/grantees
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Learning Goals

Begin to build skills to manage risks with

ill l an aim towards long-term financial health

Develop understanding of different types of
organizational financial risks

i
e LN
| -

A

a4 | Understand ways to communicate your
T / long-term needs to stakeholders
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Check-Out

Please share via voice or chat your response to any of the following

guestions:

My favorite part of this workshop was....

The hardest part of this workshop was....

Something | look forward to is....
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Upcoming Sessions

Telling Your Understanding Understanding Financial
Financial Your Mission & Full Cost Leadership
Story Money Mix for Boards
Op in Changing
World Cash Flow
Parts1 +2 Planning
l l l l ]
April | April | May | June | June | June | July | July | Aug | Aug | Sept | Sept
15 29 13 3 10 24 1 22 5 19 2 16
? ? I 1 x| ¢
Financial Strategic
Planning Budgeting &
Part 1 (Income Scenario
Statement) + Planning
Part 2 Balance
Sheet)
Managing Risk & Economics of
Opportunities Partnerships &

Collaboration
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Up Next

Full cost refers to the true cost of doing business
for nonprofits, including total expenses, working
capital, and reserves. In this webinar, NFF will
walk you through the full cost of operating your
organization and communicating that cost to
funders. We’'ll define the components of full cost,
provide language that names and claims
nonprofits’ full cost needs, offer guidance for
prioritizing your organization’s hidden costs, and
share tips for discussing full cost with key
stakeholders.

. At the end of this session,
participants will be able to understand the full
cost of operating their organizations and how to
communicate them.
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Thank You!

nff.org
investinresults.org
@nff_news
@NFFSociallmpact

Johnny Lambour
lambour@nff.orqg

#
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