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Remember: financials are only one component of your grant proposal. Funders also carefully consider your organization’s:
· History and track record
· Leadership of staff and board 
· Strength and feasibility of ideas presented in proposal
· Proposal clearly describes needs of the organization and expected outcomes of the grant if funded
· Evaluation – how does your organization evaluate its programs? 
· Communications – website, annual report, publications 
· External factors related to funder’s priorities and achieving a “balance” among grantee organizations 
· Last but not least – financial health! 
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Avoid These Financial Red Flags!			

· Financial Transparency:
· No access to an annual report or other financial data on organization’s website
· No evidence that the nonprofit board reviews financial information

·  Organizational Budget:
· Expenses are higher than revenue (organization running a deficit)
· A sudden large increase or decrease in the budget without explanation – i.e. proposed doubling of budget in one year with no explanation in the narrative of why this is occurring 
· Not listing funding sources 
· Not listing whether funding sources are committed or pending 
· No diversity/balance among funding sources – i.e. all revenue comes from one foundation

What are some of the concerns a funder might have in the sample budget below? 

Table 1: Sample Statement of Activities (Income Statement)
			Bright Day Preschool
		October 1, 2007 – September 30, 2008

	REVENUES
	

	Grants (unrestricted)
	$17,530

	Grants (restricted)
	$21,890

	Contributions
	$11,750

	Fund-Raising Events Income
	$0

	Program Fees
	$1,405

	Proceeds from Sale of Property
	$3,600

	Interest Income
	$1,100

	Total Revenues
	$57,275

	
	

	EXPENSES
	

	Salaries
	$55,590

	Benefits
	$4,950

	Payroll Taxes
	$4,985

	Program Supplies and Expenses
	$1,025

	Rent
	$2,100

	Utilities
	$933

	Telephone
	$704

	Travel
	$1,600

	Total Expenses 
	$71,887

	
	

	NET SURPLUS (DEFICIT)
	($14,612)





· Grant Request and Program Budget*  
· Requesting a large amount compared to the total organizational budget. Many Foundations will be hesitant to fund requests that are larger than 10% of the organization’s operating budget. 
· Budget does not reflect goals described in proposal narrative – i.e. proposal describes that part of funding will be used for a new staff position but that position is not listed in the budget. 
· Line items on budget are not reasonable amounts for the activities described. 
· Not explaining how the project/program will continue to be funded after the completion of the grant period.

*If request is for general operating support, usually only an organizational budget will be required 


· 990 and Audit:
· Not filing a 990 and/or not filing it correctly (missing information, incorrect calculations)
· Organization’s finances are in a large deficit 
· Organization’s finances show a trend of deficit over multiple years
· Organization has no available cash
· All assets are tied up in building and equipment
· Organization has higher liabilities (debts) than available assets  
· Liabilities consist of unpaid salaries
· Audit shows large loans from board members to cover liabilities
· Audit does not provide an “unqualified opinion” statement saying that the organization’s financials are fairly presented 
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Top 3 Strengths and Weaknesses Seen in Grant Proposals 

· Strengths:
· Many organizations are putting an increased focus on individual donor development, often starting with encouraging their board members to give, and finding other ways to secure new funding whether that be applying for new foundation grants, trying to increase fee for service revenue, or holding fundraising events.

· We’ve seen an increased focus on building a cash reserve; excellent way to help provide some financial security, especially in current economic client.

· Despite the large scale recession beginning in 2008, the Arab American organizations we fund are showing pretty strong financials given the fact that many are volunteer led. Many organizations have steadily increased funding over the past 3-5 years despite challenging economic climate, and most of the organizations that have experienced a deficit are recovering and finding new ways to secure funding. 

· Weaknesses:
· Many organizations make too large of requests to funders. Remember – the funder in many circumstances will likely be uncomfortable with granting higher than 10 – 15% of your organization’s total operating budget.

· Not having any financial data on your organization’s website. Remember – in today’s world, donors and funders want to see transparency. This does not mean that you have to spend a large amount of money designing and printing an annual report; a simple list of revenue sources and expenses is often sufficient. 

· Having an excellently written proposal with precise goals laid out, but then not presenting those goals financially in the budget. Remember – if your proposal states that you are going to spend the grant money on staff travel and a part time administrative assistant, then both of these items must appear on your budget. 
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Contact Information: 
Katherine Hanway 
Donor Services and Program Officer
Center for Arab American Philanthropy
313-842-5130 (direct)
khanway@accesscommunity.org
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