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Balance Sheets: How They Get That Way
[bookmark: _Hlk70004241]A balance sheet is a statement of finance used in reporting the assets, liabilities as well as shareholders' equity in any company at a particular time. It provides the basis upon which computations for the rates of returns and evaluation of the structure of the capital are done. through the balance sheet, the company is in a position to tell what it owns as well as what it owes. It also reflects the amount that the shareholders have invested. The balance sheet is used together with other financial statements such as a statement of cash flows and the income statement to conduct essential analysis or to calculate financial ratios (Koonce et al., 2019).
[bookmark: _Hlk70004343]	A balance sheet uses the formula: Assets = Shareholders' Equity + Liabilities. The formula is spontaneous in that a business pays for the things it possesses (Assets). This can be done by either getting money from those who have invested in the business (Shareholders' equity) or by borrowing money to finance the assets (Liabilities). For instance, a company may decide to take out a loan that goes for five years. Assuming that the company borrows $5000, a loan that should be repaid in five years, the cash account of the company will have increased by $5000. This is an increase in the assets of the business. This makes the two sides of the balance sheet equation balance (Langemeier, 2020). 
[bookmark: _Hlk70004432][bookmark: _Hlk70004379]	Moreover, if the company decides to take $7000 from its investors, it will lead to an increment in the assets by the same amount. Also, the shareholders’ equity will have increased by the same amount. Through this, the equation of the balance sheet will have balanced. What this means for the company is that all the revenues generated by the company more than the expenses incurred go to the account of the shareholders' equity (Koonce et al., 2019). 

[bookmark: _Hlk70004543][bookmark: _Hlk70004473]	The assets, shareholders' equity, and liabilities each comprise of some other smaller accounts that dictate the finances of the company. These differ by the industry under which the company operates. However, the investors are likely to broadly come across common components. The balance sheet cannot help to define the trend of the company over a very long period. This explains why the determination of the trend should be done by comparing the balance sheets of different previous periods (Langemeier, 2020). 
The progress of the company can also be determined by comparing the balance sheets of different businesses within the same industries. Comparing the balance sheets of businesses in different industries would give wrong information because different industries have different ways of financing their businesses. To assess the profitability of the business using the balance sheet, the investors use some ratios that are obtained from the balance sheet. These ratios include the acid-test ratio and the debt-to-equity ratio among others (Langemeier, 2020). 
	To understand the balance sheet better, it is important to discuss each of the balance sheet components: assets, shareholders' equity, and liabilities. Within the segment of the assets, the listing of the accounts is done from the top to the bottom as per their liquidity. Liquidity in this case means how easier it is to convert the accounts into cash. The assets are divided into current assets and the fixed assets. The current assets are convertible into cash within one year while the fixed assets go beyond a year. Current assets include cash, receivable accounts, prepaid expenses, and inventory as well. On the other hand, the fixed assets include land, equipment, machinery, buildings, and capital-intensive assets in general. Also, some assets are intangible but are valuable. These are included in the balance sheet only if they are acquired. An example of these assets is a logo that is recognized worldwide (Koonce et al., 2019).
	Liabilities refer to the money owed to the parties outside the business set up by the company. These include the bills paid to the suppliers. Liabilities are categorized into current liabilities and long-term liabilities. The current liabilities include the bank overdraft, payable interest, payable wages, prepayments by the customers, payable dividends among others. The long-term liabilities on the other hand include long-term loans, deferred taxes as well as a pension. However, some liabilities are not featured on the balance sheet (Langemeier, 2020). 
	Shareholders’ equity refers to the amount of money that can be attributed to the owners of the business, the business shareholders. They can be referred to as the net assets because they are calculated by subtracting the liabilities of the company from the total assets. This translates to the debt the company owes to the non-shareholders. The shareholders use the retained earnings to either invest them again in the business or pay the debts they have. The remaining amount is then distributed among the shareholders as dividends (Koonce et al., 2019). 
	Despite the balance sheet being a very important economic tool for analysts and investors, it has some limitations attached to it. One such limitation is that it is used for a limited period. For this reason, it is only useful through comparison with different periods. Additionally, the static nature of the balance sheet, the financial ratios use that data in the balance sheet as well as the statement of cash flows and the income statement which are more dynamic. It is only through this that the fuller picture of the progress of the company is visible. Lastly, there are different ways by which inventories and the depreciations are dealt with. This alters the figures that are posted on the balance sheet. This makes it harder for the managers because they are impelled to work on the numbers so that they look more suitable. 
	In conclusion, a balance is an important statement without which it is impossible to account for the position of the business in terms of what it owns as well as what it owes the outsiders. It is a tool through which the whole business is financially evaluated. It is also important that the track of cash is kept. Additionally, it helps the business to get an overview of the liabilities that it has so that suitable decisions are made based on its ability to handle them. 
Profit: Why and How Much
[bookmark: _Hlk70004154]Profit can be defined as a financial gain generated as a result of the revenue generated from the operations of a business exceeding the expenses, taxes as well as costs incurred in running of the business. The profits generated becomes income for the owners of the business after which they decide to either plough it back to the business or pocket it. It is calculated as expenses subtracted from the revenues of the business. In the case of non-profit making organizations, the funding of the business operations is done by the fund-raisings. This can as well be achieved through grants where free money is given with the expectation of no refund. Even though the non-profit making organization does not operate to make a profit, considerable amounts of profit are crucial in the organization (Nwokoro, 2021).
	Sometimes the non-profit making organization realizes profits from their day-to-day activities of the business which it uses to finance its expenses. These expenses include payment of bills such as electricity, paying salaries to the employees of the organization, innovation purpose, and meeting the operational costs. In some cases, these organizations generate more revenues than their expenses. This results in surplus revenues. These profits are not taxed by the government because their generation is out of the organizational mission. 
However, in some other cases, the organizations generate profits out of activities that are not related to the mission of the business. For instance, an organization involved in the provision of clothes to the orphans may set up a facility which it uses to conduct its charity activities. In case the facility is not in use for some days, it may rent the space to other users. In the process of renting, the organization will get some income. The profit earned is not related to the organization's mission. As such, this kind of income should be taxed just like any income generated by any other business (Nwokoro, 2021).  
	Several factors determine the amounts of profits generated by non-profit making organizations. One such factor is the size of the organization. Since most non-profit making organizations depend on the donors for funding of their organizations, the number of donors is dependent upon the size of the organization. A larger organization will have many donors while a smaller one will have fewer. The higher the number of donors, the higher the amounts of profits. Therefore, larger organizations have higher profits than smaller ones. Secondly, the style of management in an organization is also a determinant of the number of profits it generates. The results attained in an organization where there is a good manager will be much different from the one attained in an organization with poor management style and poor abilities to raise the funds. 
	Additionally, the strategy of marketing that the organization has adopted also determines the amount it produces. Some strategies which may be more expensive help in elevating the earnings that the organization generates. Consequently, the earnings accrued may outweigh the expenses incurred by a big margin leading to huge sums of profits. This may not be the case with the organizations that spend less on advertising. Lastly, the period for which the organization has been in place also determines the number of profits generated. For example, the organization may make $150000 in its first year of operation, $200000 in the second year, and $250000 in its third year. 
	In conclusion, just like any other organization, non-profit organizations should make profits that may enhance funding its operational costs such as salaries for the employees. These profits may as well be important in the expansion of the organization's facilities and operations. As much as the mission of these organizations is not to generate profits, the profits go a long way in expanding their objectives.
Pricing: How Much Should It Cost
[bookmark: _Hlk70004025] 	Pricing is the process by which the value of a good or service is fixed by the manufacturer or giver of a service. Pricing depends on the average prices by the company as well as the value that the buyer perceives to be appropriate. For the success of a non-profit organization to be realized in maintaining its solvency in terms of its finance, there is a need for attaching the same effort in pricing as that used in for-profit organizations. Devising the strategy for pricing involves enhancing the balance of the desire for maximizing the number of donors, through minimizing the prices, with the desire of maximizing the finances that can efficiently serve the clients, through increasing the prices. We shall discuss the strategies that should be used by the non-profit making organizations by ensuring that high profits are realized as well as ensure that there is growth in the number of donors (Zhou et al., 2018). 
[bookmark: _Hlk70004053]	One such strategy is focusing on value. Many for-profit and non-profit organizations make a mistake in pricing whereby they employ the cost mark-up strategy, setting the amount higher than the costs incurred to come up with prices. This may lead to errors on both sides because high prices will discourage purchases while low prices may deter the realization of potential profits. One of the best approaches will be a focus on the value of the services or goods offered to ensure that the value is linked to the cost. Efforts should be made to the determination of the value the donor place on what is provided (Mohammadzadeh et al., 2021). 
	Secondly, the organization should employ a pricing structure that is flexible in serving different customers. The non-profit-making organizations make the mistake of having a structure of pricing where all the customers are priced the same. They should instead use one that is comprehensive and elaborate. The appeal of the organization's products or services should be maximized to suit the different values attached to the products and services by the potential customers. This can be achieved through providing products that are of different versions as well as having different plans for membership that will support the organization (Mohammadzadeh et al., 2021). 
	Moreover, the organization should reach out to supporters that are of lower-income through the use of different pricing. There should be a different structure of pricing in place to be used for a certain segment of the consumers. The organization should not peg its prices for the products or services at a level that individuals of lower-income are prohibited. Methods such as the use of discounts for low-income earners should be employed for this to be realized (Zhou et al., 2018).
Cash Flow Management: Why Cash Is King
[bookmark: _Hlk70003937]	As opposed to for-profit organizations, non-profit organizations do not experience a regular flow of money. There is a fluctuation of cash inflows in these organizations throughout the year. In most cases, there are discrete occurrences of grants, money from fundraising, and donations within the year which is not the case with regular payments as experienced by the for-profit organizations. As a result of these inflows of the income from the grants, donations, and fundraising, there is a need for forecasting the cash flow in the non-profit making organizations (Soboleva et al., 2018). 
[bookmark: _Hlk70003971]	Forecast of the cash flow deals with two components: the expected cash receipts and the expected cash payments. These estimations can be done through the use of the past data or through the calculation of the figure that is likely to be in place by use of the available information. Where it is likely that the organizations may experience a deficit in the running of the organization, there are ways by which this should be handled. One such way is the use of credit from the bank. These organizations can use the working capital loans to finance the deficits that may result from inadequate finances for operational expenses as they wait for grants. Such loans are refundable after the disbursement of the following grants (Hoermann, 2014). 
	Another way of financing the deficits would be through rearrangement of fundraising. The fundraising may be done earlier than the normal time. The organization may equally request the grant givers to release the payments earlier in advance. Lastly, the organizations can as well try delaying the payment of vendors. They may for example delay the payments of bills that are due in one month to two or three months. However, this is subject to the relationship that the organization has with the suppliers (Soboleva et al., 2018). 
	Where the organizations are experiencing surplus incomes, they may manage them by expanding their programs through such activities as improving the organization's infrastructures or increasing the number of beneficiaries. However, the organization should not spend all its surpluses on the developments as it may come a time in the future when it may experience a deficit (Hoermann, 2014). 
	In conclusion, it is important to manage the flow of cash in non-profit organizations as it is a good way of managing the finances to enhance the smooth flow of activities in the organizations. It is through this projection that it is possible to predict the likelihood of the organization having surpluses or deficits and come up with ways to put them under control.
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