
 
 

 

Assessing your financial strength 
 

The mission of a nonprofit is noble, however sustaining and growing an organization’s core purpose is challenging. 
The largest nonprofits often have robust teams to address the multi-faceted risks (below) that face their 
organization, but the vast majority do not. 

The Many Challenges a Nonprofit Must Address 

 

 

Each of these risks competes for the time and attention of staff and the organization’s governing body. Spend too 
much time trying to outpace the competition for donors, and staffing or cyber risks could manifest. Focusing on 
hiring the best people could mean less attention paid to key changes occurring in the economy or local market 
that could impact the organization’s success. Regardless of how you divvy up the responsibilities, we find that most 
employees and volunteers are thinly stretched.  

Further, in our experience, many if not most issues have some connection to the finances of the organization. 
Because financial strength can enable organizational strength, one way to help manage these demands is to work 
with an advisor who can bring transparency, analytics, impact assessment and specific recommendations that cut 
across finances with a goal to stabilize, simplify and improve this existential risk.  

Traditionally, consultants and OCIOs focus on managing the assets with staff and volunteer investment committee 
members. The goal is to generate the highest possible return for the organization’s assets given the liquidity needs, 
spending needs and risk appetite of the board.  

However, an organization’s financial success depends on more than just a well-managed portfolio. For example, if 
an organization increases its donor base, spending from the portfolio becomes less of a necessity and more of a 
luxury. If an organization doesn’t have tight risk controls on financial execution, fraud can eat away at their ability 



to fund the mission. Absent robust reporting it can be difficult to identify where changes need to be made to offset 
or benefit from key changes in the economy, global capital markets or even the liquidity needs of the organization.  

  

Financial Challenges are multi-faceted 

 

Of course, no solution is perfect for all organizations and their respectively unique situations. However, a robust 
analysis that provides a historical perspective regarding key financial metrics can start important conversations 
and lead to intentional changes within the portfolio and organization. Adding a perspective relative to similar 
organizations across sector, region and/or size can further illuminate the strengths and opportunities of a given 
nonprofit. 

Case Study: Mid-sized Regional Museum 

 

   

Notes: Calculations derived from IRS form 990. Year 2021 data unavailable for this particular organization. 

 



A trend analysis of these key financial metrics can start important conversations around liquidity (is under 6-
months of cash on hand enough?), spending (can spending be reduced or revenues increased?); organizational 
focus (are there other areas besides fundraising to generate revenue?) and efficiency (are they utilizing the best 
approach when fundraising, given its importance?). Layering in a peer analysis (below) sheds additional light on 
the current financial situation (this organization ranks below median across each of these metrics).  

Percentile Rankings versus All Museums 

 

Notes: Calculations derived from IRS form 990. Peer groups derived from the Urban Institute National Center for Charitable 
Statistics. Year 2021 data unavailable for this particular organization. 

 

The implications of this analysis should form the foundation of any organizational conversations and portfolio 
recommendations. For example, one outcome could be increasing liquidity and therefore holding off on any 
additional private investments. A second outcome could be a focus on reducing investment expenses to lower the 
overall expense footprint of the organization. A tangential outcome could be increasing income in order to fund 
additional fundraising activity. At the very least, such an analysis would lead to transparency and conversation 
among the board. Even this most basic outcome is a positive!  

Overall, we believe focusing on enterprise risk management is something just about all nonprofits would find 
valuable.   

  



 

Past performance is not indicative of future results.   

This document was prepared without regard to the specific objectives, financial situation, or needs of any particular 
person or entity who may receive it.  This analysis is for informational purposes only and is not intended to be an 
offer, solicitation, or recommendation with respect to the purchase or sale of any security, nor a recommendation 
of services supplied by any investment organization and does not include all factors that should be considered when 
choosing an investment advisor or strategy.   

This presentation is not investment, legal, tax, or accounting advice.  Investors should consult with their own 
professional advisors for advice on any investment, legal, tax, or accounting issue(s).  While the information 
contained herein highlights important data, it does not purport to highlight all dimensions of risk.   

The information provided herein is based on matters as they exist as of the date of preparation, or otherwise 
indicated throughout the presentation, and not as of any future date, and will not be updated or otherwise revised 
to reflect information that subsequently becomes available, or circumstances existing or changes occurring after the 
date hereof.   

The information and opinions contained in this material are derived from various sources.  No representations are 
made as to the accuracy or completeness of the information set forth in these materials.  LCG reserves the right at 
any time and without notice to change, amend, or cease publishing the information. 

 


