
A
Accounting systems: assessing need to

change, 5–7; traditional, 5–6
ASB (annualized summary budget):

comparing cash flow budget and,
9–11, 12; sample, 10

Assets: accumulated capital, 77–91;
used as collateral, 52, 53;
hypothecation of, 53; liquid, 7, 109.
See also Capital; Liabilities;
Ownership

Association for Healthcare
Philanthropy, 84

B
Balance sheet, 6
Bank meetings: details discussed

during second, 65–66; initial first,
63–64; preparations for, 62–63

Bankruptcy, 73
Banks: making date with the, 63;

nonprofit loans from, 61–62;
securing line of credit from, 61–66;
sharing deficit information with,
75–76

Baumol, W. J., 85
Baumol’s cost disease, 120n.10
Bernstein, P. L., 34
Board members: avoiding

management-by-crisis, 52; cash
flow concepts understanding by,

6–7; collateral offered by, 70–71;
footnote application to, 24–25;
implications of Cash Flow
Forecaster for, 32; internal
creditholder group established by,
70–71; taking loans from, 73–74;
understanding how to monitor
financial reports, 35–37

Borrowing: from banks, 61–76;
businesses versus nonprofit, 8; issues
to consider when, 42–43; role of
inflation in, 43–44.  See also
Creditholder programs; Loans

Bottom lines: financial decisions and
role of, 46–47; nonprofit and two
types of, 45–46

Bowen, W., 85
Budgets: cash flow, 6, 9–19, 64, 116;

comparing ASB and cash flow,
9–11; overview of, 9

Buildings: accepting gifts of, 102;
selling gifts of, 103

Businesses: cash flow in nonprofits
versus, 7–8; nonprofit use of
secondary, 109.  See also Nonprofits

C
CAP (certified public accountant), 5
Capital: accumulation of, 77–80; cash

reserves or rainy-day funds, 58, 88,
89–90; from earned revenues, 23,
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Capital, continued
109–112, 117; as liquid assets, 7,
109; summary of recommendations
on use of, 116; working, 108–113.
See also Assets

Capital accumulation: competition
for resources related to, 79–80;
popularity among nonprofits,
77–78; Statistics on Income
Division report (1998) on, 78–79.
See also Endowments

Capital campaign: costs of, 97–98;
options other than, 101–102

Cash flow: failing to spot problems
with, 69; incentives for/benefits of,
3–5; in nonprofits versus business,
7–8; as tool for understanding
operations, 7

Cash flow analysis: evaluating
operational use of money through,
41–42; three key factors understood
through, 4, 41, 88

Cash flow budget footnotes: applied to
board members, 24–25; consulting
fees, 23; donations, 22; earned
revenue, 23; expanding usefulness
of, 21–24; fringe benefits, 23; gifts,
22–23; grants, 22; legal and
accounting services, 24; part-time
wages, 23; printing expenses, 24;
rent, 24; salaries, 23; supplies, 24;
utilities, 24

Cash flow budgets: comparing ASB
(annualized summary budget) and,
9–11, 12; described, 6; example of
summary, 16; financial information
revealed through, 15–19; including
in bank meeting, 64; sample, 12–13;
streamlining, 14–15; summary of
recommendations for, 116

Cash flow concepts, 6
Cash Flow Forecaster: cash flow

comparison using, 39; described, 4;
“fuzzy forecast” created by, 34;
implications for board members, 32;
inflation estimates by, 44;

monitoring fiscal affairs using,
38–40; practical applications of
using, 32–34; predicting risk using,
55–56; seven-year forecast using,
33; unique benefits of using, 29–32

Cash flow forecasting: classical
approach to, 30; described, 6;
included in bank meeting, 64;
information provided through,
28–29; as strategic tool, 27;
summary of recommendations for,
116

Cash flow graphs: accumulated cash
or debt, 18; comparison of income
and expenses, 39; income and
expenses, 17; monthly income and
expenses, 17

Cash flow reports: described, 6;
monitoring fiscal affairs using,
38–40

Cash reserves (or retained earnings):
comparing line of credit and,
89–90; described, 58; pros and cons
of keeping, 88

Certificate of deposit, 55
Chronicle of Philanthropy, 83
Collateral: definition of, 52, 53;

legality of cash/cash equivalents
pledge for, 57; loans without, 54;
offered by board members, 70–71;
types of, 54–55

Concessionary lease, 104–105
Consulting fees, 23
Control issues, 95–96
Conventional lease, 104–105
Conventional mortgage, 98–99
Council for Advancement and

Support of Education, 83
Creditholder programs: advantages of

using, 57–58; definition of, 52–53;
establishing internal, 70–71;
legality of cash/cash equivalents
offered by, 57; nonprofit
organization, 55; problems with,
58–59.  See also Borrowing; Loans

Crisis-driven fundraising, 71
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D
Debt: crisis-driven fundraising and,

71; graph on cash flow and
accumulated cash or, 18.  See also
Loans

Deficiency guarantee, 100–101
Deficits: analyzing and gauging

situation, 70–71; crisis-driven
fundraising to manage, 71;
described, 67; financial losses
versus, 74; how to manage, 4–5;
informing the bank about, 75–76;
initial actions after learning about,
68–69; investigating cause of, 69;
leading to bankruptcy, 73; Linzer’s
Law of Littles on, 68; loans from
board members to cover, 73–74;
public revelations regarding, 75;
three possible solutions to, 72

Depreciation, 100, 102, 105
Discount sales, 110–112
Donations, cash flow budgets

showing, 22

E
Earned revenues: cash flow budgets

showing, 23; discount
sales/subscription campaigns used
for, 110–112; secondary businesses
used for, 109–110; summary of
recommendations on, 117

“Edifice complex” rationalization, 104
Endowments: assessment of having,

82–83; continued need to fundraise
in spite of, 87; costs of raising
money for, 85; costs versus benefits
of, 83–85, 86–87; definition of,
80–81; disadvantages of, 81–82;
fundraising for three-to-one
matching, 85–86.  See also Capital
accumulation

Equity: business, 7; nonprofit
prohibition from selling, 8

Expenses: capital campaign, 97–98;
cash flow comparison of income
and, 39; fundraising, 42–43, 85;

graph on cash flow of, 17; graph on
monthly, 17; leasing or rent, 24,
99–101; printing, 24; supply, 24;
utilities, 24.  See also Liabilities

F
Federal Reserve, 56, 81
Financial decisions: avoiding

management-by-crisis in, 52;
bottom line role in, 45–47; cash
flow forecasting role in, 27; costs 
of fundraising as part of, 42–43, 
85, 109–110; how cost of money
influences, 42–43; organizational
plan for, 64; regarding ownership
issues, 105–106; time problem role
in, 44–45

Financial reports: continued
importance of conventional, 40;
monitoring, 35–40, 116

Financial statements: balance sheet,
6; cash flow budgets, 6, 9–19; cash
flow forecast, 6, 28–30, 64;
gathered for bank meeting, 64

Fiscal cycle, nonprofit versus
businesses, 8

Fixed expenses, described, 11
Fixed income, described, 11
Forecasting. See Cash flow forecasting
Fringe benefits, cash flow budgets

showing, 23
Fundraising: crisis-driven, 71;

discount sales/subscription
campaigns for, 110–112;
endowments and continued need
for, 87; financial decisions and costs
of, 42–43, 85, 109–110; secondary
businesses used in, 109; for three-
to-one matching an endowment,
85–86

G
Gifts: accepting buildings as, 102;

accepting land as, 102–103; cash
flow budgets showing, 22–23;
selling buildings given as, 103
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Goethe, 5
Grants, cash flow budgets showing, 22
Graphs: accumulated cash or debt, 18;

cash flow, 17; cash flow comparison
of income and expenses, 39;
monthly income and expenses, 17

H
Hansmann, H., 82–83
Harvard Endowment Fund, 82
Hypothecation, 53

I
Income: cash flow comparison of

expenses and, 39; earned revenues
as, 23, 109–112, 117; graph on cash
flow of, 17; graph on monthly, 17

Inflation: Cash Flow Forecaster
estimates on, 44; financial
consequences of, 43–44; impact on
nonprofits, 44; value of cash reserve
eroded by nonprofit, 90

Interest rates: borrowing at below
prime rate, 57; described, 56–57

Internal Revenue Service, 78
IRS (Internal Revenue Service): tax

form 990 of, 64; “unrelated business
income” regulations of, 112

J
Jackson, T., 83

L
Land gifts, 102–103
Leases: concessionary versus conven-

tional, 104–105; nonconventional,
100–101; summary of
recommendations on, 117

Leasing expenses: cash flow budgets
showing, 24; ownership versus
leasing or, 99–100

Legal/accounting services, cash flow
budgets showing, 24

Liabilities: debt, 18, 71; line of credit,
52, 61–66, 89–91, 116.  See also
Assets; Expenses; Loans

Line of credit: advantages to having,
90–91; comparing cash reserves
and, 89; described, 52; securing
bank, 61–66; summary of
recommendations for, 116

Linzer’s Law of Littles, 68
Lipman, H., 83
Liquid assets, 7, 109
Loans: from board members, 73–74;

collateral for, 52, 53, 54–55;
conventional mortgage, 98–99;
interest rates of, 56–57; line of
credit, 52, 61–66, 89–91, 116; PRIs
(program-related investment funds)
source of, 61; risk and, 55–56,
119n.8; secured from banks, 61–76;
tax-exempt financing, 99; term,
53–54.  See also Borrowing;
Creditholder programs; Debt;
Liabilities

“The Looking-Glass World of
Nonprofit Money: Managing in
For-Profit’s Shadow Universe”
(Miller), 107

M
Management-by-crisis, 52
Miller, C., 107, 108
Mission, 108, 109
Monitoring financial reports: using

cash flow report/Cash Flow
Forecaster, 38–40; critical aspects
for board members, 35–37; critical
aspects for staff, 36; summary of
recommendations for, 116

Mortgage, 98–99

N
New York Times, 95
New York University, 83
990 tax form, 64
Nonconventional lease, 100–101
Nonprofits: bankruptcy and, 73; cash

flow in businesses versus, 7–8; cost
of raising money consideration for,
42–43; impact of inflation on, 44;
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lack of profitability issue for,
107–108; mission-driven
component of, 108, 109; pros and
cons of ownership by, 93–106; time
problem for, 44–45; two bottom
lines for, 45–47.  See also Businesses

O
Ownership: accepting gifts of

buildings, 102; accepting gifts of
land, 102–103; capital campaign
for, 97–98, 101–102; comparing
cost/benefits of real estate, 94;
considering cost-effectiveness of,
96–97; control issue of, 95–96;
conventional mortgage for, 98–99;
“edifice complex” rationalization
for, 104; emotional appeal of,
94–95; financial decision making
on, 105–106; leasing versus,
99–101; selling buildings given as
gifts, 103; social purposes as
primary purpose of, 103–104; tax-
exempt financing for, 99.  See also
Assets; Real Estate Calculator

P
Part-time wages, 23
Plant funds, 95
Practical Philanthropist (publication),

53
Price inelasticity issue, 107–108
Printing expenses, 24
PRIs (program-related investment

funds), 61
Profitability issue, 107–108

R
Rainy-day funds (cash reserves), 58, 88
Real Estate Calculator, 4, 93.  See also

Ownership
Rent expenses: cash flow budgets

showing, 24; nonconventional

lease, 100–101; ownership versus
leasing or, 99–100

Restricted cash, described, 7–8
Risk: Cash Flow Forecaster to predict,

55–56; resources for understanding,
119n.8

S
Salaries, 23
Secondary businesses, 109
Shortfalls. See Deficits
Staff: monitoring financial reports by,

36; salaries/wages of, 23;
understanding how to monitor
financial reports, 36

Stanford University, 30, 31, 32
Statistics on Income Division report

(1998, IRS), 78, 79
Subscription campaigns, 110–112
Summary cash flow budget (2004–

2005), 16
Supply expenses, 24
Sutton, W., 61

T
Tax form 990, 64
Tax-exempt financing, 99
Term loans, 53–54
Time problem, 44–45

U
Utilities expenses, 24

V
Vendors, 116–117

W
Walter and Elise Haas Fund, 86, 97
Windfall management, 5
Working capital: additional methods

for raising, 113; described,
108–109; earned revenues to raise,
23, 109–112, 117
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