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Finance (basics) 

 

 

 

What is non-profit organization? 

 

“A non-profit organization is generally defined as an organization that does not distribute its surplus 

funds to owners or shareholders, but instead uses them to help pursue its goals.” 

 

NPOs needs money and financial management like other organizations  

 

Since there is, no investor and venture capitalist will invest in non-profit organization (NPO) because it is 

not possible to pay money back to the investors when the goal of the company is to not make money so 

they have to find their own sourcing methods.  

 

 Individual and institutional donations 

 Loans from a bank or other financial institution 

 Personal loans from individuals, employees and board members 

 Government grants 

 Private endowments  

 Bartering services 

 

Why NPOs should have a financial team? 

 

 Financial management  

 Let donors see How the NPO spend their money.  

 

What are financial management rules in NPO? 

 

Nonprofit Finance Fund helps nonprofits manage financial opportunities as well as risks that can 

threaten the quality and longevity of social impact. 

 Starts with precise record keeping 

 Generate and understand the accurate financial statements  

 Budgeting and forecasting  

 Analyzing the financial health of the NPO 

 

Record keeping 

 

Only accurate data that is recorded in a systematic way will provide the necessary financial information 

that can lead to improved financial performance. 

 



 

Financial Statements  

   

  Financial statements help management and stakeholders to understand the strengths and weaknesses 

of the NPO, Also it could be used to generate more funds.  

 

 Balance Sheet statement  

 Statement of Financial Performance  

 Cash flow statement 

 

Analyzing the financial health of NPO 

   

  Use ratios to analyze the data from financial statements, those ratios could include 

 

 Liquidity ratios 

 Profitability ratios 

 

Budgeting and forecasting 

 

  Budgeting and forecasting are the future financial plan of the organisation. They are where the strategic plans 

are translated into financial numbers to ensure that the strategic plans are financially viable 
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