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Abstract
A strong understanding of financial, governance, and operational terminology is essential

for effective non-profit management. This Teaching Paper presents a comprehensive
Glossary of Key Terms for non-profit practitioners, finance officers, managers, and board
members. It defines critical concepts such as internal controls, financial ratios, donor
reporting, sustainability, and strategic planning, and includes practical notes on application
in real-world non-profit contexts. The glossary facilitates informed decision-making,
improves communication across teams and stakeholders, and supports financial literacy and
accountability. By bridging theory and practice, this resource enhances organizational
capacity and ensures a shared understanding of terms essential for transparency, governance,

and financial management.
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Executive Summary
Non-profit organizations operate in complex financial and operational environments. Staff,

board members, and volunteers must understand key terms to make informed decisions,
communicate effectively, and ensure compliance with legal and donor requirements. This
Teaching Paper provides a structured glossary covering accounting principles, financial
ratios, reporting standards, governance mechanisms, internal controls, risk management,
fundraising, and sustainability. Practical notes highlight how each term is applied in real-
world non-profit practice. The glossary serves as a reference tool for financial management,
strategic planning, and organizational oversight, supporting both academic learning and

operational application.

Purpose and Learning Objectives
After engaging with this Teaching Paper, readers will be able to:

1. Define and understand key financial, governance, and operational terms used in non-
profit management.

2. Apply these concepts in practical decision-making and reporting.
Enhance financial literacy among staff and board members.

4. Communicate effectively with donors, auditors, and stakeholders using standardized
terminology.

5. Integrate terminology understanding into governance, internal controls, and strategic

planning processes.

Background and Context
Non-profits must navigate complex financial, legal, and operational frameworks. A shared

understanding of key terms facilitates transparent communication, consistent application of
policies, and informed decision-making (Bryson, 2018). Accounting standards, financial
ratios, and internal controls are essential for monitoring organizational performance
(Drucker, 1990). Terms such as sustainability, transparency, and strategic planning guide
long-term planning and organizational resilience. Providing a structured glossary ensures
that staff, board members, and stakeholders are aligned in understanding, interpretation, and

practical application of essential concepts.

Practical Guide
1. Financial Statements and Ratios

e Balance Sheet: Snapshot of assets, liabilities, and net assets.
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Statement of Activities (Income Statement): Reports revenues and expenses over a
period.

Cash Flow Statement: Tracks inflows and outflows of cash to assess liquidity.

Asset Turnover Ratio / Efficiency Ratios / Program Efficiency Ratio: Measures
resource utilization.

Liquidity / Current Ratio / Solvency / Debt-to-Equity Ratio: Assess short- and long-
term financial stability.

Practical Note: Use these ratios regularly to monitor organizational health and

inform budgeting decisions.

2. Governance and Controls

Internal Controls / Segregation of Duties: Prevent fraud and ensure accuracy.
Governance / Transparency / Compliance / Regulatory Requirements: Ensure
accountability to stakeholders.

Fraud Risk Management: Strategies to prevent, detect, and respond to financial
misconduct.

Practical Note: Integrate controls and governance terms into daily practices, training,

and reporting templates.

3. Financial Planning and Analysis

Budget / Variance Analysis / Strategic Planning / Sustainability: Tools to guide
operations, align resources, and ensure long-term resilience.

Revenue / Expense / Net Assets / Donor-Imposed Conditions: Core elements for
planning and monitoring funds.

Practical Note: Combine these concepts to create actionable plans, assess

performance, and communicate effectively with donors.

4. Fundraising and Sector Knowledge

Fundraising / Voluntary Sector / Non-Profit Organization: Contextualize
organizational purpose and funding mechanisms.

Executive Summary: Summarize key points of reports and plans for stakeholders.
Practical Note: Use consistent terminology to enhance clarity in proposals, reports,

and communications.

Case Study
Small Environmental NGO — Philippines

A non-profit used the glossary as part of a staff induction program. Team members learned

to interpret financial statements, understand internal controls, and apply ratios to monitor
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program efficiency. As a result, reporting accuracy improved, internal discussions about

resource allocation became more precise, and donor communications were clearer. The

glossary created a shared language, reducing misunderstandings and improving

organizational cohesion.

Common Challenges and Tips

Challenge: Staff may be unfamiliar with technical terms.

Tip: Pair glossary definitions with practical examples from the organization’s
operations.

Challenge: Inconsistent use of terms across reports.

Tip: Standardize terminology in templates, training, and communications.

Challenge: Translating financial terms to non-financial staff or board members.

Tip: Use visual aids, analogies, and workshops to enhance understanding.

Reflection Questions

1.

Which terms are most frequently used in your organization, and are all staff confident
in their meaning?

How can understanding financial ratios improve decision-making and program
efficiency?

Are internal control and governance terms applied consistently across departments?
How does clear use of terminology improve donor reporting and stakeholder
communication?

What strategies can ensure ongoing financial literacy and terminology comprehension

among staff and board members?

Limitations and Considerations

Definitions may need adaptation to local regulations, accounting standards, or
organizational policies.

Glossary should be updated periodically to reflect evolving standards and best
practices.

Practical application depends on integration into training, policies, and operational

workflows.

Academic Value
This Teaching Paper provides a structured reference for essential non-profit financial and

governance terminology, bridging academic concepts with real-world application. It
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enhances understanding, supports training programs, and facilitates better communication,

decision-making, and accountability within non-profit organizations.

Conclusion and Next Steps
Non-profits should maintain and regularly update a glossary of key terms to support

financial literacy, governance, and operational consistency. Integrating these terms into staff
training, board orientation, and reporting practices ensures shared understanding and
strengthens organizational capacity. Future steps include linking glossary usage to internal
controls, budgeting, fundraising, and strategic planning for a comprehensive knowledge

framework.
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