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Financial Sustainability

Budgeting and Financial Planning



Learning Objectives

« Understand the role of financial sustainability in nonprofit grant
management

 |dentify key strategies to diversify funding and reduce dependency
on single grants

* Recognize common financial sustainability challenges and how to
mitigate them
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What is Financial Sustainability?

Key Components:

e Diverse revenue streams
e Strong financial reserves

e Strategic cost management
e Long-term budget planning
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Why Financial Sustainability Matters?

Funders often assess long-term viability before awarding grants
Many grants do not cover full operating costs

Reduces financial crises from reliance on limited funding sources
Ensures program continuity even if grant funding fluctuates
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Reflection

Think about your organization’s current revenue mix:
« What percentage comes from grants vs. other sources?

« What would happen if one of your largest funders ceased funding the
organization next year?
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Building a Sustainable Budget

Key Financial Planning Strategies:
Multi-Year Budgeting
Reserves & Contingency Planning
Revenue Diversification
Cost-Sharing & Matching Funds
Indirect Cost Recovery (remember
previous module!)
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Diversifying Revenue Streams

e Individual Giving
o Donors & Memberships

e Earned Revenue
o Fee-for-Service, social enterprise, membership fees

e Corporate & Foundation Grants
e Government Contracts & Public Funding

e Investments
o Rent, dividends, etc...
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Budgeting for Multi-Year Grants: Key
Considerations

 Anticipate cost inflation

 Plan for staff retention/turnover and
capacity-building

« Build in contingency funding for
unexpected expenses

 Align financial projections with
program scaling
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Common Financial Sustainability
Challenges

* Overdependence on one funder or grant type

« Lack of unrestricted or general operating support

 Inability to cover indirect costs

« Limited financial reserves or rainy-day funds

« Underinvestment in fundraising or development infrastructure
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Key Takeaways & Next Steps

e Financial sustainability is critical for long-term impact
e Budgeting should include diverse revenue sources and contingency planning
e Nonprofits must plan beyond individual grants to remain viable

e Funders appreciate sustainability strategies when reviewing grant proposals
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