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Assessing the Risk Landscape

Minimal Expected Impact: 
Maintain Current Operations

Either no changes to revenue/programs 
OR minor funding decreases for some. 
Limited risk from internal practices and 

procedures.

• Programs are sustained or 
moderately reduced.  

• Focus on minimizing expenses that 
do not significantly impact mission 
activities and planning for 
sustainability. 

Significant Areas at Risk: 
Business Model Recalibration

Moderate funding decreases from one or 
multiple revenue streams or other 

critical program impacts.

• Programs may scale down while core 
services are prioritized. 

• Undertake cost reduction strategies. 

• Explore new revenue streams and 
strategies. 

• Look into opportunities to 
collaborate with others or outsource 
back-office functions.

Existential Redefinition: 
Alternative Operating Model

or Restructuring
Substantial funding decreases from 

primary revenue sources or other 
existential threats. 

• Dramatic restructuring might include 
moving to fiscal sponsorship, 
transferring program(s) to another 
organization, or merging with another 
nonprofit. 

• Winding down of operations and 
dissolving the organization might be 
necessary if other options are not 
feasible. 



Defining Liquidity
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Operating Reserves
(aka LUNA – Liquid Unrestricted Net Assets)
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HOW ARE THEY 
BUILT?

• Annual surpluses

• Fundraising campaign 
or investment

• Strategic budgeting

WHAT ARE 
THEY?

• Reserves are like 
savings

• Liquid

• Unrestricted

WHY ARE THEY 
NEEDED?

• Serve the mission 
during downturn

• Take risks, innovate 
and grow

• Cover frontloaded 
expenses

Reserves indicate long term financial health & flexibility - 
a safety net and resources to invest in change & growth



Key Liquidity Metrics
Defined
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Liquidity:
Number of months that an organization could continue 

to pay its operating expenses with current cash 
balances (includes restricted and unrestricted cash).

Common Benchmark: 3-6 Months

Months of  Cash

Reserves:
Portion of unrestricted net assets that could be 

converted to cash relatively easily
Common Benchmark: 3-6 Months

Months of LUNA
(Liquid Unrestricted 

Net Assets)

Unrestricted Net Assets – Illiquid Net Assets = LUNA

             =

=   Months of Cash 
on Hand

Cash and Cash Equivalents

Average Monthly Operating 
Expenses

LUNA

Average Monthly Operating 
Expenses

Months of 
LUNA



Sample 
Calculations
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Unrestricted Net Assets 604,455  

– Board designated 250,000  

– (Fix assets, net-Fixed asset debt) 31,875    

= LUNA 322,580  

÷ Monthly Expense 208,333  

= Months of LUNA 1.5        

Statement of Financial Position

Assets Jun 30, 2020

Cash 1,103,580    

Receivables 563,000       

Fixed assets, net 47,875          

Total assets 1,714,455    

Liabilit ies and Net Assets

Liabilities:

Accounts payable 340,000       

Fixed Asset debt 16,000          

Total liabilities 356,000       

Net assets:

Without donor restrictions

Operations 354,455       

Board designated 250,000       

Total unrestricted 604,455       

With donor restrictions 754,000       

Total net assets 1,358,455    

Annual Expenses 2,499,996       

÷ Number of Months 12                    

= Monthly Expense 208,333          

Cash 1,103,580       

÷ Monthly Expense 208,333          

 = Months of  Cash 5.3              

MONTHS OF CASH

MONTHS OF LUNA



Months of LUNA vs CASH
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Unrestricted net asset 
balance that can easily be 

converted to cash

Asset that may include both 
unrestricted and restricted 

funds as well as debt

LUNA CASH

vs Months of Cash  = 5.3Months of LUNA = 1.5



Months of Cash on Hand Across the Sector
46% of organizations have more than 6 months of cash on hand
Smaller organizations have relatively more cash on hand than do larger organizations
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Financial data is drawn from a dataset of IRS Form 990 filings made available by the IRS.
This analysis is limited only to those organizations for which IRS Form 990 data is available as of March 25, 2025. 
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Negative 
LUNA, 

17%
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Months of LUNA Across the Sector
39% of organizations have less than 3 months of unrestricted reserves
Smaller organizations have relatively more LUNA than do larger organizations 
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Financial data is drawn from a dataset of IRS Form 990 filings made available by the IRS.
This analysis is limited only to those organizations for which IRS Form 990 data is available as of March 25, 2025. 
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Nonprofit Financial Health Assessment
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StrongNonprofits.org 

https://www.wallacefoundation.org/knowledge-center/resources-for-financial-management/pages/default.aspx


Assessing Liquidity Needs 
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How much cash-on-hand is needed to cover operating expenses?

How does the timing of operating revenue and expenses affect cash needs? 

What are the organization’s long-term goals?

Any policies for cash-on-hand targets to be aware of? 



Developing your Reserve Fund Policy
A Template and Guide for Nonprofits
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www.strongnonprofits.org 

https://wallacefoundation.org/sites/default/files/2023-10/reserve-fund-policy-template-guide-bdo-fma.pdf
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Creating a Cash Flow Projection
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Budget vs. Forecast vs. Projections
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An estimated plan for 
income and expenditures 

within a fiscal year

A combination of actuals 
to date and anticipated 
year-end performance 

based on your newest and 
most up-to-date 

information 

A rolling 6 to 12-month 
plan for cash 

disbursements and 
receipts, month by month, 

incorporating both 
operating and capital 

requirements

Annual Operating 

Budget
Annual Forecast

Cash Flow 

Projections



Getting Started with Cash Flow Projections

17

Enter appropriate 
beginning balance

• Reference balance sheet or bank 
statement(s) 

Customize line items

• Mirror budget structure and/or parent 
accounts in COA

• Or use pre-populated line items in cash flow 
tool

Populate tool

• Populate annual cash flow to match budget 
while making assumptions around when 
revenue and expenses will hit your bank 
account



Data Structure and Maintenance

Good Reports Require Good Data

• Set up your financial management systems to 
work for your business model

• Align data sets across disparate systems

• Incorporate regular staff training on reviewing 
and communicating financial information

• Institute a clear monthly close process
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Cash Flow Projections: Where to Focus
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Cash Flow Projection Template

20



Cash Flow Projections
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Cash Flow Projection Template + Online Tutorial www.StrongNonprofits.org 



Monitoring and Using a Cash Flow Projection
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Monitoring and Using the Information
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Actualize monthly • Reference P&L report in cash basis and bank 
statements

Reproject forward

• Use in collaboration with AP and AR reports to 
inform projections

• Stay informed about major changes in 
programming, hiring, etc.

Inform decision-
making

• Share with Finance Committee, Board 
Treasurer, and Executive Leadership monthly 
or as needed



Cash Flow Discussions
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Access FinancingMinimize Cash DisbursementsIncrease Cash Receipts

What to Consider in a Cash Crunch
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Focus on 
receivables 
collections

Liquidate short-term 
investments 

Negotiate with 
funders on payment 

timing 

Delay or eliminate 
controllable 

expenses

Delay non-critical 
vendor payments

Use your line of 
credit



Financing Options
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• Can be used to smooth out unevenly 
matched cash inflows and outflows 
over the course of a year.

• Outstanding balances will incur 
interest that must be paid monthly 
and other fees.

• Not intended to be used to fund an 
operating deficit.

• May require board approval to draw 
down.

• May have terms attached including:

• Fees for non-use

• Periodic “clean up” provision.

• Financial reporting 
requirements and covenants.

Line of Credit
• Used for ease of staff purchases.

• Requires monthly payment of a 
portion of principal and interest.

• Ideally paid down in full monthly, 
following review and approval of 
purchases, in order to avoid costly 
interest charges.

• Does not require Board approval for 
use.

Credit Card
• If terms are favorable, explore 

leasing or rental arrangements, 
instead of outright purchases, in 
order to spread cash outflows over 
time.

• Explore bridge-loans, possibly 
available from philanthropic 
organizations or other sources.

Other



• Delay payment of payroll, payroll taxes, and/or benefits 

• Delay payments to vendors that will impact the quality 
of programming 

• Rely on personal loans from board members or others 
without adequate documentation & board approval

What Not to Do in a Cash Crunch

27
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Respond in the CHAT

What key takeaway from the webinar are you most 

excited to act on?
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Nonprofit GPS Helpline

32

Nonprofit finance 
consultants are 
available to support 
nonprofit leaders in 
navigating business 
model risks through 
a public helpline.

https://app.smartsheet.com/b/form/800746f1756345749ef4624f40a8a601


Financial Management Resources 
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This library of free 
tools and resources 
was created in 
collaboration with the 
Wallace Foundation 
to help organizations 
become “fiscally fit.”

StrongNonprofits.org 

http://www.strongnonprofits.org/


Cash Flow Projections
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Cash Flow Projection Template + Online Tutorial www.StrongNonprofits.org 



Developing your Reserve Fund Policy
A Template and Guide for Nonprofits
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www.strongnonprofits.org 

https://wallacefoundation.org/sites/default/files/2023-10/reserve-fund-policy-template-guide-bdo-fma.pdf


Nonprofit Financial Health Assessment
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StrongNonprofits.org 

https://www.wallacefoundation.org/knowledge-center/resources-for-financial-management/pages/default.aspx


References and Resources

Assessing your Banking Relationships 
• “Nonprofit Banking: 5 Things Every Nonprofit Should Know” – Donorbox Blog
• “What is a CDFI?” – Opportunity Finance Network
• “Where We Bank Matters” – Leap Ambassadors
• “How to Check Your Bank’s Financial Health” – Troy Barrow, LUTCF via LinkedIn

Strategies for Cash Management 
• “Where Should My Nonprofit Keep Its Operating Cash?” - Amy Silver O'Leary, Council of Nonprofits
• “Short-Term Investments: Definition, How They Work, and Examples” - Troy Segal, Investopedia
• “What is CDARS” - American Deposit Management Company
• “What SIPC Protects” - SIPC
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https://donorbox.org/nonprofit-blog/nonprofit-banking
https://www.ofn.org/what-is-a-cdfi/
https://www.leapambassadors.org/where-we-bank-matters/
https://www.linkedin.com/pulse/how-check-your-banks-financial-health-prepared-local-barrow-lutcf/
https://www.councilofnonprofits.org/articles/where-should-my-nonprofit-keep-its-operating-cash
https://www.investopedia.com/terms/s/shorterminvestments.asp
https://www.investopedia.com/terms/s/shorterminvestments.asp
https://www.investopedia.com/terms/s/shorterminvestments.asp
https://americandeposits.com/what-is-cdars/
https://www.sipc.org/for-investors/introduction


Articles Related to the Risk Spectrum
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A Three-Dimensional Approach to Revenue Planning, 
Nonprofit Financial Commons, 
Flannery Berg & Hilda Polanco, March 2025

Financial Risk Assessment: A 3-Level Model for Nonprofits in 
2025, 
Nonprofit Financial Commons, 
Hilda Polanco & Sarah Walker, May 2025

Minimal Expected 
Impact: 

Maintain Current 
Operations

Significant Areas at 
Risk: 

Business Model 
Recalibration

Existential 
Redefinition: 
Rightsizing or 

Alternative Operating 
Model

https://nonprofitfinancials.org/resources/a-three-dimensional-approach-to-revenue-planning/
https://nonprofitfinancials.org/resources/a-three-dimensional-approach-to-revenue-planning/
https://nonprofitfinancials.org/resources/a-three-dimensional-approach-to-revenue-planning/
https://nonprofitfinancials.org/resources/financial-risk-assessment-a-3-level-model-for-nonprofits-in-2025/
https://nonprofitfinancials.org/resources/financial-risk-assessment-a-3-level-model-for-nonprofits-in-2025/
https://nonprofitfinancials.org/resources/financial-risk-assessment-a-3-level-model-for-nonprofits-in-2025/
https://nonprofitfinancials.org/resources/financial-risk-assessment-a-3-level-model-for-nonprofits-in-2025/


Upcoming Sessions
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December 9
2:00pm – 3:30pm ET

Webinar: 
Financial Implications

of the Federal
Budget & Policy

December 2
2:00pm – 3:30pm ET

Webinar: 
The Collaboration

Continuum

Spring 2026

Additional topics
to be identified

https://nonprofitfinancials-22317552.hs-sites.com/financial-implications
https://nonprofitfinancials-22317552.hs-sites.com/financial-implications
https://nonprofitfinancials-22317552.hs-sites.com/financial-implications
https://nonprofitfinancials-22317552.hs-sites.com/collaboration
https://nonprofitfinancials-22317552.hs-sites.com/collaboration
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