Nonprofit Finance 101
Glossary for Fundraisers

A quick shared-language guide for
fundraisers and finance

Core Statements

Statement of Activities (P&L): Shows revenue,
expenses, and change in net assets over a period.
Statement of Financial Position (Balance Sheet):
Shows what the organization owns, owes, and its
net assets at a point in time.

Revenue Types

Contributed revenue: Donations and grants with no
exchange of value given in return.

Earned revenue: Fees for services, tickets,
memberships, or contracts where value is
exchanged.

Invested revenue: Earnings from interest, dividends,
or investment gains.

Accounting Basics

GAAP: The standard rules accountants follow for
nonprofit financial reporting.

Accrual accounting: Record revenue when earned
and expenses when incurred.

Cash accounting: Record when cash moves in or

out.

Events and Sponsorships

Fair market value (FMV): Value of benefits a ticket
holder or sponsor receives.

Charitable portion: Ticket or table price minus FMV
of benefits.

Qualified sponsorship: Recognition-only benefits
treated as a contribution.

Advertising: Promotional benefits treated as earned
revenue and may trigger URBI tax.
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Gifts, Pledges, and In-Kind

Pledge: Donor promises to give, often paid over
time (written pledge).

In-kind goods: Donated items, recorded at fair
market value (FMV).

In-kind services: Recognized only if specialized
skills or creating/enhancing a nonfinancial asset.

Restrictions and Net Assets

With donor restrictions: Donor limits use by time or
purpose until met.

Without donor restrictions: Available for general use.
Release from restriction: Move restricted funds to
general use once requirements are met.
Endowment: Donor-restricted fund maintained
permanently, with spending from earnings.

Cash, Reserves, and Health

Operating reserve: Savings set aside to manage risk
and cash flow.

Cash flow: Timing of cash in and out, separate from
accrual revenue.

Liability: What the organization owes, such as
payables or debt.

Net Assets: “Net-worth” of the organization.
Reserves come from Net Assets.

Compliance Essentials

Form 990: Annual IRS filing that summarizes
mission, governance, revenue, and expenses.
Unrelated business income (UBI): Profit from
activities not related to mission that may be
taxable.

Audit / Review / Compilation: Levels of outside
accountant involvement, from highest to lowest
assurance.



Take your financial leadership skills
to the 7 WEEK CLASS SCHEDULE
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New executive directors
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Board members
Future nonprofit leaders
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More info about upcoming cohorts and webinars at www.npfla.com
20% Discount: AFP2026

Additional Resources

Financial Commons AFP Member Webinars

nonprofitfinancials.org

The Art of Financial
Storytelling: Inspiring

Nonprofit GPS Donors Through
Numbers

npgps.org

Financial Literacy: What
Every Fundraising
Professional Needs to
Know

BoardSource

boardsource.org
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