RESPONSIBILITIES

Serving on the Board of Directors is a rewarding and important responsibility. This guide informs volunteer
leaders of the unique aspects associated with governing a not-for-profit organization.

“The board governs ...
... the staff manages.”

Leadership: Volunteer leaders are
responsible for the direction of the
organization. The board govemns,
develops policy and sets a course for
the future. Maintain focus on the
mission and strategic goals --- avoid
micro-managing the organization
and staff. Functions (4):

s Governance

Policy & Position Development
Visionary — Future Focus
Fiduciary

Management: Paid staff and
subcontractors are responsible for
the administration of the
organization. Staff act as partners to
the board, advancing the goals and
strategies. while taking care of the
daily administrative needs unique to
nonprofit organizations.

Unique Terminology

Not-for-Profit refers to the legal corporate
status of the organization. (It does not imply
an exemption from paying or collecting stafe
sales tax.) Nonprofit is the casual
reference to Not-for-Profit

Exempt Organization is a reference to the
IRS designation exempting the organization
from paying most federal income tax (with
exception of Unrelated Business Income
Tax “UBIT.”)

IRS 501(e)3) tax-exempt designation most
often refers to organizations with a religious,
charitable, scientific or educational purpose,

IRS 501(c)(6) tax-exempt designation refers

to trade associations, business leagues and
professional societies.
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Board Responsibilities

Determine and advance the
organization's mission and purposes.
Select the chief paid executive {rot
staff) as well as CPA and attorney.
Support the chief executive and assess
performance periodically - usually
measured against the strategic plan.
Ensure effective organizational
planning.

Ensure adequate resources (funds, time,
volunteers, staff, technology, etc.)
Resource and financial oversight.
Determine, monitor and enhance
programs and services.

Promote the organization's image.
Ensure legal and ethical integrity and
maintain accountability.

10. Recruit and orient new board members,

and assess board performance.

{Adapted from Ten Responsibilities of Nonprofit
Boards www BoardSource org. )

Directors and Officers (D& O) Liability
may cover legal defense for employment,
copyright, and antitrust claims, for instance.

General Liability insurance covers property

damages and injuries relating to the
organization.

Fidelity Bond covers losses resulting from

fraudulent or dishonest acis committed by an

employee.

Meeting Cancellation covers the loss of
revenue due to a cancellation, curtailment,
postponement because of weather, strikes,
etc.

(Comact fegal amd insurance coumselors for assisiange. i

Issues Facing Boards

1. Member Value, R.O.1., WIIFM
2. Technology Usage/Delivery

3. Scrutiny and Compliance

4. Competition

5. Relevance to Stakeholders/Members
6. New Revenue Sources

7. Diversity, Inclusivity

8. Generational Differences

9. Workforce

10. Leadership Development

11. Governance, Ethics, Values

12. Consolidation, Mergers

13. Image, Branding, Positioning
14. Favorable Member Experiences

What trends and challenges face your
organization?

Legal Principles

Duty of Care requires leaders to use
reasonable care and good judgement in
making their decisions on behalf of the
interests of the organization.

Duty of Loyalty requires leaders to be
faithful to the organization, avoiding
conflicts of interest.

Duty of Obedience requires leaders to
comply with governing documents (i.e.
bylaws, articles of inc., policies, etc.)

Insurance and Volunteer Immunity

State and federal governments have afforded
certain protection to volunteer leaders.
While the volunteer may have some
protection, the organization is still open for
legal suits. Insurance coverages add further
protection for volunteers and organization.

Board Tools

The operating documents of the organization
are available to leaders.

Bylaws

Articles of Incorporation
Financial Statement (recent)
Minutes (recent)

Policy Manual

Strategic Plan
Organizational Charts

Treat information with confidentiality to
protect goals, budget and intellectual
property. (“Knowledge is power ")

#1 lie --- “You won’t have to do
anything when you get on the board!”




Rules of Order

Agenda is used to ensure that important
business is covered.

Motions are proposals for action,
beginning with the words, “l move we
"

A Second is required for the motion to
be discussed.

Amendments may be made to most
motions if they improve the intent or
clarify the original motion.

Tabling lays the motion aside.

Calling the Question refers to ending
the discussion and voting on the motion.

Minutes protect the organization by
recording the time and location of the
meeting, participants, and the outcome
of the motions. They are not a place to
record conversations, assignments,
reports, etc. {Including reports and
discussions can incriminate.)

Veting is the official action after
discussion to adopt, amend, kill or table
the mation.

Quorum is a majority of directors or the
required number as set in the bylaws in
order to conduct business.

Recommended: “ABC s of Parliamentary
Procedure” 800-477-4776

Committees

Committees recommend> board approves
> staff and volunteers implement.

Organizations are streamlining - eliminating
all but essential committees by aligning
them with the major goals.

Standing - identified in the bylaws,
appointed annually, on-going committee
work.

Ad Hoc - formed for specific or immediate
needs and disbanded upon completion of the
work (a.k.a. Task Force)

Common Sense

e [t’s a team; the board or committee is

stronger than any individual.

Respect the chairperson.

Bring a calendar to meetings.

Wear a watch; arrive on time.

Prepare for meetings.

Bring needed files, paper and pen.

Stick to the agenda.

Listen more than you speak.

Speak when you have an essential point.

Respect the rules of order.

Leave personal and political agendas at

the door.

e Actions of the board belong 1o the
board — support them - don’t bad-mouth
any action or person

“Eighty percent of success is showing
up!” Woody Allen

Strategic Planning

“Strategic Governance” focuses the board
on mission and goals. A strategic plan
serves as a roadmap and framework. [A
good board member can “think past their
term and beyond their experience )

Envirenmental Scan - conducted to
determine external and internal influences
on the organization, as well as strengths,
weaknesses, gpportunities and threats
(SWOT)

Mission - statement about what the
organization is; whom it serves; and the
services it provides; short with PR value.

Vision — Long-term desired outcome; what
the organization will be in the distant future.

Goals - broad aims of the organization to
advance the mission. Usually limited to 4 to
7 so as not to tax resources, volunteers, staff.

S.M.A.R.T. Goals — Specific, Measurable,
Attainable, Realistic, Timely.

Strategies - fit under the goals as ways to
achieve them. The steps necessary to
advance the mission and goals.

Action Steps - fit within the strategies and
identify the measurable actions to achieve
the strategies and goals.

Plan Champion - the person (staff and/or
volunteer) who keeps focus on the plan.

Board Risks

Protect the organization. The board should
be aware of fiduciary responsibility,
contracts, audit results, insurance, IRS
requirements, values and ethics, apparent
authority, antitrust, etc.

Public Records requests for the
organization’s annual federal tax retumn
{Form 990, 990-EZ) must be made available
for the last three years. Significant fines
occur for noncompliance.

Antitrust Violations occur when two or
more persons from the same industry or
profession discuss suppliers, processes,
prices or operations. Remove yourself from
any conversation that would change how
business is conducted because of a joint-
agreement among competitors.

Apparent Authority arises when a board
chair, though not granting actual authority,
perniits a committee or chapter to behave as
if it had authority. Authority rests with the
chairman and may not be assumed by any
other agent of the organization.

Financial Audits annually to protect board
and staff. Appoint an audit commitiee.

Adding Value
Making a Difference

Give it Your Personal Best by... I
Protecting the Organization |

Having Fun!

Board Responsibilities Guide-Laminated
$12 each/ $9 bulk

Bob Harris, CAE

Bobi@RCHCAE.com
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www.nonprofitcenter.com

335 Beard St., Tallahassee, FL 32303
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Distinctions in the Role of the Chief Elected
Officer and the Directors

While it is intended that every director at the board table has an equal vote, the chief
elected officer (chairman of the board or elected president) has broader concerns
and duties than individual directors.

Board

| President’s Concern

Director’s Concern

. Determine and Advance the

Organization's Mission

A mission statement should
articulate the organization's
purpose for existence and the
stakeholders it serves. It is the
board’s responsibility to create the
mission statement and review it
periodically for validity.

The president's role is to ensure the
mission is advanced. The mission
should influence every activity,
discussion and assignment. The
president will reference it often,
including it in messages and on
agendas, so that others realize its
importance to the organization and
the community served.

A director’s role is to understand
the mission and to articulate it.
The mission should serve as a
framework for board meeting
discussions.

. Select the Executive

Director’

Boards must reach consensus on
the need for and job description of
the executive director. The board
undertakes a careful search
process to find the most qualified
individual for the position.

. Support the Executive
Director and Assess
Performance

The board should ensure that the
executive director has their
support. The executive director, in
partnership with the entire board,
should decide how and when
performance evaluations are
conducted. Other performance
measures may include monitoring

The president’s concern is to fill
the position promptly. The
selection process must be thorough
and fair. The president will
appoint a committee and to oversee
the process which can impact the
association’s success or failure for
many years.

If the executive director’s position
should become vacant, it will be a
board responsibility to search for
and fill the position. Directors
may be asked to serve on a search
committee; with the board having
final say in the selection process.

The president is ultimately
responsible for assessing the
executive directors’ performance,
and most often selects a subgroup
of the board to assess performance.
The president will ensure the
integrity and confidentiality of the
process and lead the conversation
about findings and improvements.

A group of board members or the
whole board may be asked to
evaluate performance of the
executive director. A prescribed
form to measure the duties will be
provided. While the process can
take various forms or meetings, it
is important to maintain the
confidentiality about personnel
issues.

"The Executive Director is the position of chief paid officer, executive officer, executive vice president or paid administrator.

Distinctions in the Role of Chief Elected Officer Compared 1o Individual Directors



Board

:l President’s Concern

Director’s Concern

the budget, evaluating the board
and agreeing on metrics.

Conduct Organizational
Planning

As stewards of an organization,
boards must participate in an
overall planning process and assist
in implementing the
organization’s goals.

The president, with the help of the
executive director, ensures that the
planning process is organized to
achieve the desired results. The
president will help to determine
who should be included in the
planning meeting (a.k.a. retreat),
for example the entire board,
committee chairs, staff, etc., when
and where it will occur, and if a
facilitator will be needed.

Build and Maintain
Resources

One of the board's foremost
responsibilities is to provide
adequate resources for the
organization to fulfill its mission.
The board should work in
partnership with the executive
officer to assist in developing the
annual budget and ensure that
proper financial controls are in
place. This is important in order to
remain accountable to members.

The president has overall
responsibility for understanding
and safeguarding the organizations
resources. Working with the
executive director and officers, he
or she should be fully aware of all
resources. Member and
stakeholders have expectations that
resources will be safeguarded and
used to benefit the members
through programs and services.

The board is responsible for setting
a direction for the organization,
often for three to five years --- in
the form of a strategic plan.
Directors will be asked to attend a
retreat at the time the plan needs
review or development. Every
director should be familiar with the |
elements of the plan and be able to
articulate its goals or priorities.

Directors have access to
information to determine if the
organization has adequate
resources. Resources can take
many forms, including workforce
(staff, consultants, volunteers,
committees), finances (revenue,
savings), technology (hardware
and software.) By comparing the
plan of work described ina
strategic plan, directors should
consider the available resources or
what résources may be spent if
new projects are undertaken.
Resources can also take the form
of committees, of which directors
may be asked to chair, serve or be
a liaison. Directors may be asked
to solicit funds in the forms of

| membership, advertising and

sponsorships.

Distinctions in the Role of Chief Elected Officer Compared to Individual Directors



Board President’'s Concern Director’'s Concern

_' 6. Resource Management

The board must safeguard its tax-
exempt status and resources at all
times. Stakeholders may notice
excess spending, mismanagement
or loss of resources. Be sure
financial controls exist.

While the president may rely on
consultants {legal, accounting,
insurance) and committees, in the
end he or she is responsible for the
organization. An understanding of
safeguards such as insurance,
audits and filing requirements is
important to verify that resources
are managed.

| questions about resources to fully

| them. For example, is a budget
| adopted and reported upon? Does

Directors monitor the ;
organization’s resources. A ’
director should readily ask

understand their extent and the
mechanisms in place to protect

an independent financial audit
occur?

7. Determine, Monitor and
Strengthen Programs and
Services

The board's role is to determine
which programs are the most
consistent with an organization's
mission, and to monitor their
effectiveness.

| 8. Promote the Organization

An organization's primary link to
the community {constituents,
members, public and media) is
through the board. Clearly
articulating the organization's
mission, accomplishments and
goals to the public, and garnering
support from important
community members, are
important elements of public
relations outreach.

The president ensures that the
mission is carried out through
programs and services. While not

| a direct responsibility to develop or

oversee programs, it is vital to

i affirm that existing and new

programs add value and support
the mission statement.

The president is the official
spokesperson. The responsibility
can be delegated for specific
instances (i.e. testimony or
interviews). The public perception
is that the president is always
representing the association; be
careful not to confuse personal
opinion with official positions and
duties.

e

Development and delivery of
programs and services is a board
oversight responsibility. While
most of the work will be done by
commiittees, directors may help by
identifying the needs of members
and how programs can benefit
their needs. Directors should be
aware of the need of the members
they represent.

Directors are representatives of the
organization. It is expected that
every director can articulate the I
purpose and positions of the
association. Directors must
follow established lines of
communication and be careful not
to assume the president’s role as
the official spokesperson. A short
description of the organization is
referred to as an elevator speech.

Distinctions in the Role of Chief Elected Officer Compared to Individual Directors



Board

“I.’.resident's Concern

_ Director's Concern

' 9. Ensure Legal and Ethical
Integrity and Maintain
Accountability

The board is ultimately
responsible for ensuring adherence
to legal standards and ethical
norms. Solid personnel policies,
grievance procedures and a clear
delegation to the executive
director of hiring and managing
employees are key. The board
must establish policies and adhere
to provisions of the organization's
bylaws and articles of
incorporation.

The president must understand ali
applicable laws and governing
documents. Enforcement of
policies may be a requirement of
the president, for instance ensuring
that directors disclose any conflicts
of interest or avoid violating
antitrust/competition laws.

Directors are expected to uphold
all applicable laws and comply
with the governing documents. It
is structure — such as policies and
procedures - that sustains the
organization through the
succession of boards. A director
should study the documents and
promote compliance and
accountability.

10.Recruit New Board Members;
Assess Board Performance

All boards have a responsibility to
sustain themselves by identifying
new leaders through a search and
nominating process. The
composition of the board should
reflect the membership and be a
balance in skills. Boards must
orient new board members to their
responsibilities and the
organization's history, needs and
challenges. By evaluating their
performance, boards can
recognize their strengths and
weaknesses.

The president will appoint a
nominating committee that has
responsibility for identifying board
members. He or she may have
authority in the bylaws to appoint
committees. There should be

processes in place to determine the |

qualifications for board service and
to assess strengths and weaknesses
of the board. 1t is essential to
focus on sustainability and
competency of the board.

Having a full complement of board
members is essential to a
successful organization. It is
expected that current board

| members will know other

| members who may have an interest
in leadership roles. It is important
that director skills are matched

! with their job descriptions. Nearly
| every leader’s path starts with a

| director asking, “Would you be

' interested in a leadership role in

I . .
| the organization?”

Distinguishing Director from President Roles 3-23-12.docx
4/18/2012

Association Mgmt tools and samples at
www.nonprofitcenter.com

RCH CAE

RobertCHarris,CAE
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BOARD MEMBER ORIENTATION

Congratulations! Serving on the board of a nonprofit organization is a tremendous privilege and
responsibility. As a board member, the decisions that you and your board peers make this year
will affect the course of your organization, possibly for years to come,

Your board term can be an exciting time but also a challenge. In many ways, this is a new era
for non-profit organizations, and you will be called on to provide leadership and guidance. As
you set the direction for your organization, you will help lead it, your membership, and your

industry.

We hope that meeting these and other challenges will make your service rewarding and

fulfilling,

There are six major responsibilities:

1.

Meet the needs of the members you serve. You have been elected by the
membership to serve those in your industry. Every decision should be made with the
thought in mind of how to help better serve your members.

Set policies that guide your organization. Your primary responsibility is to fashion
the policies that ensure your organization is run effectively, legally, and ethically.
These policies are the foundations for your executive director and management, who
are responsible for implementing your policies and managing the organization in
accordance with your guidelines.

To develop, maintain, and update a strategic plan that outlines the long-range
goals for your organization’s growth and development. To perform this function, you
have to keep the big picture in mind. Remember, the long-range plan that you and
your fellow board members develop will guide your executive director and
management’s short term plan over the next 12-18 months. You will be responsible
for monitoring the progress of the long-range plan, as well as revisiting it annually to
make any needed revisions.

Ensure that you have adequately financed your activities and that the money is
being spent responsibly. As you set policy and make plans, you need to assess your
association’s ability to finance your plans. Board members should actively raise
money for their non-profits.

Since you have been entrusted by your membership to have fiduciary responsibility
for your organization’s money, you are responsible to see that it is well spent. This
does not mean that you should approve every expenditure. Your role is to determine
that the money is being spent effectively to deliver the programs and services that you
have authorized. You need to do this by performing financial and performance
“audits” - not by personally examining every expenditure.

To support your executive director and management company. One of your most
basic responsibilities is to support your executive director. Your role is to provide the
direction for the Executive Director and to make sure that he or she has your support
to do the job.

CGOA Board Member Orientation 1



Once you have given the executive director direction, keep in mind that you should
let him or her manage the organization. Expect feed-back and evaluate the executive
director on how well he or she is leading your organization.

6. Participate in board and committee meetings. Your presence at the board table is
important. You need to attend every meeting, express opinions, share your expertise,
and vote. Once this vote is made, then support the full board’s decision.

Board members must practice proper, ethical behavior. This means board members must go
beyond the simple letter of the law and commit to good ethical standards for all your board
members. You need to make a commitment to become a successful board member.
Volunteenng isn’t something you should take lightly; be willing to invest the time it takes to
attend meetings, review pertinent information, offer input and contribute your time, talents, and
financial resources.

If you are a veteran board member you need to renew your commitment to your association.

You need to answer these three important questions:

¢ Why amI a board member?
¢ What contributions have I made to the organization?
¢ What can I do to make my board service even more fulfilling?

Congratulations and thank you for agreeing to serve. We hope this will be a fulfilling, exciting
and rewarding expertence for you.

CGOA Board Member Orientation



BOARD MEMBERS SET POLICY

Objectives:

¢ Understand the board’s policy-making role.
¢ Use the organization’s mission statement to stay on track.
¢ Use a recruiting matrix to improve the board.

Policy making is one of the most important tasks you and the board perform. As a policy
making body, you and the board make decisions to shape and direct your organization.

Policy making can be confusing but here are the simple rules of thumb:

» Policy decisions are those that affect your organization as a whole, while
management decisions affect programs, services, or people.

¢ The board sets policy and the executive director and management staff implement
policy. The board’s role is to make policy, direct the Executive Director to
implement policy, and monitor implementation and outcome of policy.

Examples:

¢ Approving the annual budget 1s setting policy for the organization. This is the
board’s responsibility. Spending within the approved budget is implementation of the
policy. That’s the Executive Director’s responsibility. By examining financial
statements in year-end balances, board members monitor the implementation and
outcome of the budget they’ve approved.

» The board makes a policy decision when it determines the organization’s activities
and service programs. The Executive Director implements policy through
management staff who carry out the activities and services. The board monitors
implementation by examining outcome statistics and financial records. It does not,
however, become directly involved in the orgamzation’s activities or services.

» The organization’s mission statement can be a big help in performing your role as a
board member. This key “document” should be a strong, clear statement of what
your organization does, and where it will go in the future.  As such, you should put
it to good use in the boardroom.

Use the mission statement to define the board member’s job. You should constantly review the
misston statement for making a deciston. If the issue under consideration doesn’t support the
organization’s objectives, board members shouldn’t be spending time on it.

Use the mission statement to set the context for board meetings. Read the mission statement and
goals often, maybe at the start of each meeting. It helps to keep the board members focused on
the mission and the role, which 1s to make policy, not manage the day-to-day affairs of the
organization.

» Board teamwork is an essential component of policy-making. When you and your
board peers work together and have a common goal, it keeps your organization

CGOA Board Member Orientation 3



successful. Teamwork, however, doesn’t mean total agreement on every issue your
board tackles. Every board member should be allowed to express their own opinions
and ideas. Respect everyone’s ideas, even if you don’t agree with them. Support the
decisions of the full board after the decision is made, even if it is not your own,
When board decision-making gets complicated, follow the advice - “don’t over-think
and over analyze”. Instead, focus on the simple decisions that are easiest to make.”
When board members start to complicate the decision-making process, remember to
act on the obvious first. Then climb to find solutions to more complex problems.

Board service should be enjoyable, and in order for it to be enjoyable, you need to stick to the
proper role. Board members don’t want to work full-time on their board responsibilities. When
board members make day-to-day decisions, they can’t enjoy serving on the board.

CGOA Board Member Orientation

Policy-making i1s exciting. When the board studies issues and then determines how to
affect those they serve, they are becoming agents of change, and that becomes an
exciting process. Boards change as board members change, but when all changes
come from the frame-work of an established set of policies and mission, the
organization can prosper and continue.

Board members should watch for conflict of interest and make sure there are no
surprises. Board members should be aware that if the subject matter becomes a
conflict of interest that’s not in the benefit of the membership or the organization,
they sometimes need to step away from making a vote and by making sure everything
1s on the table, no one is embarrassed.



EFFECTIVE BOARD WORKS CLOSELY WITH EXECUTIVE DIRECTOR

Objectives:

Understand what the executive director’s job involves.

How closed sessions without the executive destroy teamwork.

Define “Who does what” with your executive director.

Plan to make the executive director’s evaluation a positive experience.

Without a good driver, a tour bus would get nowhere fast. The same rule applies to
organizations. Without a good executive director, nonprofit wouldn’t make any progress, and
board members would just end up spinning their wheels.

The executive director’s role is different than yours. Boards need to treat the executive
director and management as the manager. To maintain a good relationship with the executive
director and keep from interfering with his or her role, you have to know and respect the
executive’s role as the manager of the organization.

Your Executive Director handles these management functions:

L.

Planning. Although the board makes long-range plans, the executive director is
responsible for making short-term plans to fulfill the current year’s budget and
objectives.

Organizing. An Executive Director must organize the internal structure so that it
helps deliver your organization’s services. Frequently, board members will say what
kinds of positions are needed on the management staff. For example, a board
member may think the organization’s priority should be to hire a public relations
specialist—yet the Executive Director may want to hire a fund raiser. As a manager,
your executive director should be able to create the kinds of positions and internal
structure that they deem necessary.

Staffing. The executive director needs to make sure the management company
performs the services and activities as to fulfill the board’s overall directives.

Directing and leading. An executive director’s job is to provide the services as
outlined by the board. Although the board members are leaders of the entire
organization, they are not leaders of the staff.

Controlling. The Executive Director measures and corrects the activities of staff
members and controls the spending of the current budget. The board controls how
much is allocated for budget line items. One of the most important things for board
members to learn is to stand back and let the Executive Director manage. Evaluate
your executive director and management staff performance by looking at what the
entire organization is doing,

When the board meets in closed session without the Executive Director, it stands the term
“executive session” on its head. The board also makes a big mistake, because the Executive
Director should be included in all board discussions.

CGOA Board Member Orientation



The executive director is the lifeline to the organization. He or she knows every aspect of the
organization and must be involved in the decision-making process. How else will you know if
your plans are doable?

Closed sessions without the executive director have a disastrous effect on teamwork and
communications. Leadership teams must work and stand together by keeping everything out in
the open and on the table.

The executive should take charge in a crisis. When a crisis strikes, unwanted public attention
is sure to follow. In this situation, the temptation for the board members to take action can be
strong. But a crisis shouldn’t change the way your board operates. In the middle of a crisis isn’t
the time to make new policies. What should the board do when a crisis occurs? Keep yourself
informed from the right source, your executive director. We need to support the Executive
Director, not create more problems for him or her.

Act as a full board, not as an individual board member. Designate one person, the Executive
Director is the logical choice, and the president or chairman, to be the media spokesperson, and
when you speak to the public, give the official board position, rather than your personal opinion.

Executive director’s evaluation. An annual evaluation of the executive director is an excellent
way for the board to give feedback and guidance about his or her job performance. It’s also an
opportunity as a board to look at the executive director’s progress to determine what changes are
needed, and make suggestions about how these changes can be made.

Once the executive director knows and understands what the strengths and weaknesses of their
performance are, they can move ahead with improvement.

A good, constructive evaluation also benefits the organization because its members will see the
improvements and change. This will make the entire organization better.

To conduct an effective evaluation, however, the board needs to give itself lots of time to plan.
You should set a date and place and choose an evaluation form. Then you need to hold a formal
session with the Executive Director and follow up with clear goals you’d like to accomplish in
the coming year.

Remember measuring executive director effectiveness is on bottom-line results, like:

¢ Quality of information and recommendations the Executive Director gives to the
board.

o The overall financial health of the organization.

The extent of membership support for the organization.

Measurable progress toward the organization’s long range goals.

Success in achieving the goals set during the previous evaluation.

How well the executive director works within the job description created by the
board.

. & @
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Eight steps to a successful executive director evaluation:

CGOA Board Member Orientation

Job description. You cannot conduct an effective evaluation without a
comprehensive job description.

Choose who will evaluate the Executive Director. This decision can mean the
difference between an effective and ineffective evaluation. Will it be the full board, a
committee or your chairperson? Each option has its strengths and weaknesses.

The evaluation form. Without the appropniate evaluation tool, your evaluation won'’t
provide you with the information you're looking for. Pick the evaluation form and
process that’s right for you and your executive director.

Set up a reasonable schedule for the evaluation. To make the evaluation process as
beneficial as possible, be sure to take the time to do it well.

Evaluate professional performance only. It’s important to keep in mind that you are
evaluating how well your Executive Director does his or her job—and nothing else.
Remind yourself to keep personal issues out of the evaluation.

Include your Executive Director in the process from beginning to end. Your
Executive Director’s input is important at all stages of the evaluation. From
reviewing the job description to responding to your assessment, they need to be a
parmer in the process.

Whnite goals that will help the Executive Director in the future. Based on your
findings during the evaluation, you and your Executive Director should decide upon
reasonable goals that he or she will be expected to meet in the upcoming months.

Evaluate your performance as an evaluator. At the end of each assessment process,
you’ll want to stop, review how well the evaluation proceeded, and make notes about
how you can improve the evaluation.



THE BOARD MEMBER’S PROPER ROLE IN FINANCES

Objectives:

Understand the board member’s role in setting financial policy
Learn the three bottom-line financial questions to ask your executive.
Know why spending limits for the executive are a bad idea

Review some common financial mistakes board members make

As a board member, you have a twofold responsibility regarding your nonprofit’s financial
health: setting financial policy and playing an active part in fund raising. Don’t underestimate
your participation in either. Without good policies, your nonprofit’s money will not be wisely
spent. And without your participation in fund raising, the money simply won’t be available to
support the nonprofit’s programs and services.

When it comes to finances, the board has three major responsibilities:

I.

CGOA Board Member Qrientation

Setting financial policies. This means you're responsible for defining your

organization’s mission, establishing goals, and approving a budget that will make it
possible for those goals to be achieved. The most important direction you can give
your Executive Director is to let them know where you want the organization to go.
What are your goals? What kinds of things would you like your budget to achieve?

Delegating implementation of the financial polices to the executive director. Asa
board member, you should find a purpose for your organization, define it on paper,
share 1t with your Executive Director, fund it—and let your Executive Director make
things happen. It’s the executive director’s job to suggest spending recommendations
to the board. The Executive Director’s recommendations are important information
you need to formulate an annual budget. It’s the executive director’s job to spend
budgeted money to operate the programs and services the board approves. If you
have financial concemns, always address your executive director.

Monitoring financial outcomes. The third financial responsibility of board
members 1s to measure results of the executive director’s spending. Some board
members are tempted to roll up their sleeves and dig into financial records—just to
answer their questions. But that’s not the board’s role. Remember, the board
monitors financial outcomes. One way to do this 1s to ask the bottom-line answers
to these three basic financial questions:

e  Are we on target with our planned expenses and revenues?
* Are we financially solvent ~money in the bank to pay expenses?
¢  Will we have income to meet future expenses?

Today, boards pay more attention to where the organization is going, not how it gets
there. That’s the executive director’s job. A growing number of boards have
established a policy for their Executive Director that says in effect... “If we budgeted
it, you have the authority to spend it as you see fit. That’s why we hired you.”



Some financial “don’ts” for board members:
¢ Don’t review bills at board meetings. Remember, it’s the Executive Director’s role
to handle the day-to-day budget expenditures. Make sure your actions don’t second -
guess the Executive Director.

It is usually the role of the chairman and the treasurer to review finances and bills.
They should go over them ahead of time and bring any questions to the board
meeting,

» Don’t allow board members to sign the nonprofit’s checks. Many boards think
this in an effective way to monitor expenditures. But they’re wrong. It’s not only
time-consuming and cumbersome, it undermines the authority of your executive
director. Signing checks is part of the day-to-day operations of the nonprofit,

CGOA Board Member Orientation



STRATEGIC PLANNING IS THE BOARD’S RESPONSIBILITY

Objectives:

¢ Understand how a strategic plan benefits the nonprofit
o Learn four steps needed to develop a plan
» Perform a simple planning exercise to get started

What will your organization be like in three to five years? Planning for your organization is one
of the board’s most important functions. Why should you plan ahead? Because planning puts
difficult decisions into proper perspective.

How do we start to plan? Planning takes time and a focused effort. If possible, set aside a full
day with nothing but planning on the agenda. To avoid distractions, many boards go to an
annual retreat, to a resort or some other site away from the board room.

Wheo should be involved in our planning sessions? Planning is a team effort. Besides your
board, there must be other key contributors. Your executive director knows the nonprofit better
than anyone and should play a major role in planning its future. Staff should also be asked to
participate in developing some part of the strategic plan. They’ll have to carry out the plan and
will support it more when they are involved and have contrnibuted.

Four steps a board takes to write a strategic plan:

1. Determine the needs of the people and members you serve. This isn’t the time for
guesswork. Survey your members, clients, customers, and the industry community.,

2. Create programs to fill those needs. Your board’s strategic plan will determine
what membership populations and needs will be served. How programs are
developed to meet these needs should be delegated to the executive because it’s a
management responsibility.

Analyze your organization’s current capabilities and special strengths. If you have
many needs, prioritize them and then tackle them one at a tme. Don’t weaken your
organization by trying to do too much at once.

Determine what facilities and staff you’ll need to carry out your new programs. You
will need time to prepare and begin the search for funds to handle the new programs.

3. Determine the plan’s cost. It’s important to dream. If you don’t look at the costs,
though, your dreams will only be “pie in the sky.” It’s impossible to figure exact
costs over five years, but make good estimates and update them at least annually.

4. Coming up with the money to pay for the plan. One of the financial
responsibilities of a board is to assure that there will be enough money to finance
current and future operations. That’s why boards get involved in lobbying, fund
raising, membership drives, program income, etc.

CGOA Board Member Orientation 10



SWOT---makes planning easy
SWOT stands for Strengths, Weaknesses, Opportunities and Threats.

The “strengths” and “weaknesses™ are designed to identify issues that affect the nonprofit
internally—like the effectiveness of particular programs and adequacy of the plan. The
“opportunities” and “threats” ask board members to focus on external factors—Ilike population
shifts or impending outside forces. Make your plan useable.

Your plan needs to include not only a vision about where your organization should be in five
years, but also concrete steps to bring it there. Once you have all the information you need, you
can combine it with the information you already have to formulate your strategic plan.

1. Write goals that are tied to the mission statement.

2. Accomplish goals by meeting specific objectives. You have to put objectives in place
to see that they come about.

3. Support your executive director’s effort to carry out objectives. The how-to’s of
implementation will be your executive director’s responsibility. As a board, though,
you must give him or her the tools necessary to do the job.

Once you’ve set goals and determined strategies, your role shifts from planner to evaluator.
Your executive director will come up with action steps to implement the plan, complete with
deadlines. Your job will be to monitor overall progress toward the goal.

Good luck on this exciting journey.

Remarks and information come from various sources, including;

ASAE, Association Management Magazine, Aspen Publishers, John M. Bryson, Kermit Eide,
Jean Frankel, Marcus Klein, Allen Litt, National Charities Information Bureau, James E.
Ortikoff, Darla Struck, Glen Tecker, and The Union Institute.
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Ten Reasons Strategic Plans Fail

The Challenges Solutions
1 The board can't think past a year | Most strategic plans span at least 3 years. Directors have a
" | ortwo. responsibility to "think beyond their term of office.”
The plan should focus on the organization’s mission, goals
2 We have a host of to-do projects | and strategies. It is not a to-do list. The board sets
" | in our strategic plan. direction and then lets committees and staff/departments
manage the tasks, programs and projects.
It is the board's responsibility to develop the strategic plan.
3 Maybe we had the wrong people | Inviting ex-officio guests, other stakeholders and a host of
" | at the planning retreat. past presidents will slow the process. Use focus groups to
collect input from outsiders, before the retreat.
4 The plan looks like a list of the Most strategic plans have just 3 to 7 goals. The fewer the
_| directors’ and officers’ priorities. | number of goals, the clearer the message to stakeholders.
We couldn't tell the difference The termln?!c:gy of planning is crltu.:al. Th? retreat should
5. . . focus on mission, goals and strategies; adding performance
between tactics and strategies. . . .
measures when appropriate. Leave tactics to committees.
, ’ A drawn-out process can hinder development of a clear,
We've been developing our plan ; e
6. for severolmonth concise plan. Most organizations schedule an 8 hour
i retreat conducted in one day or two half-days.
After the retreat the plan was Thert_e are ways to ensure the plan is executed,' including
7. 1. keeping it on the agenda and regularly reporting on
ignored and put on a shelf.
progress.
The board wrote a plan but Committees should be assigned tasks from the strategic
8. | committees are doing theirown | plan. Be sure every goal is supported by one or more
thing. committees.
| think our facilitator had his own | There is a broad choice of facilitators; it's important to
9. | agenda at the retreat; we didn't | discuss the outcomes and agree on an agenda that the
accomplish much. board will appreciate.
Some boards get stuck on the mission; running out of time
10.| We didn't finish the plan. for setting goals and strategies; others get mired in tactics
or side bar conversations.
The board says planning is too Most p]ans span at least three years; it is a small_mvestment
11, . {amortized over three years) to create a compelling
expensive.
roadmap to follow.

www_nonprofitcenter.com
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Ten Challenges to Policy Adoption and Implementation

The Challenges Solutions
What's the difference between a Pqttc:es are the wrs:dom of thfa board documented in the
1. y minutes and a policy manual; procedures relate to staff
policy and a procedure? .
duties.
We have an abundance of An P_rganization often relies on just 25 to 50 polici'es; if
2, oo policies are over abundant and/or outdated, appoint a task
policies. . .
force to review and sunset old policies.
3 Our policies have been added to | Let the bylaws serve as a broad governing document.
" | the bylaws. Policies don't belong in the bylaws.
Policies are part of the governing documents to provide to
- board. Format policies (table of contents, annotations) for
The board isn't aware that we . .
4, have policies easy retrieval by volunteers and staff. The fiduciary duty of
P ) obedience requires directors understand and follow the
governing documents.
5 We have policies that conflict Policies may not conflict with the articles of incorporation
" | with our bylaws. and bylaws.
Use a template for policy adoption. Most policies are a few
The policies are all over the office | sentences. Include an annotation as to approval and
6. | and have no format for a quick | amendment dates. All policies should be archived in a
read. central manual or website portal for easy access by
volunteers and staff.
I cannot find any policies, 1 just Undo.cumented p?lICI.ES 'are snmpl'y precedents or pract.ices.
; . To build the organization’s first policy manual review prior
7. | do things like the person before . ) . .
. minutes for motions and consider IRS Form 990 policy
me did them. )
questions.
8 It takes days for staff to develop | There are resources for policy development. Rely on legal
" | and board to debate policies. counsel, accountants, and financial advisors for help.
The board doesn't think we need POIICI.E‘S guide the cgrrent and ft:ture leaders. Th.ey thwart"
9. o repetitive conversations about, “Should we do this or not...
policies. 5 . .
if the policy already exists.
Organizations set a periodic date for review and ratification
Should we have a policy on of existing policies; noting the action in the minutes to
107 . .
policy management? support duty of obedience.

www.nonprofitcenter.com
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Ten Challenges with Boards

The Challenges

Solutions

Directors don't understand their
responsibilities.

Deliver an effective board orientation; provide access to a
leadership manual or password protected board portal.

When directors lose attention, be sure the work, agendas
and discussions focus on the mission and goals. The

govern.

B BL O R A strategic direction should be clear and compelling to
engage volunteers.
Some directors dont show up, Foliov_v the bylaws and pro_rnote fiduciary resp?nsibility,
3. repeatedly missing meetings. espec.!ally duty of care. Directors attend officially called
meetings to fulfill their roles.
4 The board prefers to manage, not | The purpose of a board is governance according to

corporate law. Management is a duty of the staff.

The fiduciary duties include care, obedience and loyaity.

prepared.

5. 5?::::303";? ;:;re;::: ” Directors should understand their implications.
If directors don’t have an understanding of finances, reports
6. | Lacking financiol understanding. | and audits, bring in a CPA or trainer. Protecting the
resources is a board duty.
Directors should be working to advance the mission and
= Some board members have the strategic plan. It's not about the personal agenda of
" | personal agendas. officers or directors. Require disclosure of conflicts of
interest.
8 We have the same directors we | Organizations enact term limits to bring on new directors;
" | had ten years agol limiting the number of years or terms.
, Stress the importance of “read to lead.” Directors should
Some directors are never . .
9. prepare for meetings and ask questions in advance (duty of

care/due diligence.)

10.

We have directors who seem to
be incompetent in their board
service.

Selection of directors should be based on competency ---
not geography, who knows who, or being "out of the rocom
when directors were selected.” Provide training,
information and resources. [dentify the desired core
competencies for the board before the nhominating process.

www.nonprofitcenter.com
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Ten Challenges for Committees

The Challenges Solutions
1 The committees wander and All committees should have a purpose statement or
~_| don't stay focused, mission, similar to the organization.
Each committee should have work assigned annually by the
. . board. If there is no reason to meet, postpone the
S (St U R meeting. Don‘t fulfill the adage, “Committees keep minutes
but waste hours!”
Is there a preference for using Busy volunteers would prefer to serve on a short term,
3. | task forces over standing single assignment task force. Standing committees are
committees? identified in the bylaws and serve the entire year.
They seem to be starting from Co.mmittees are part of a Process --- t.he new committee
scratch every year = there is no builds on effo.rts 9f the prior year. Mlnu‘tes and records
4, " should be maintained. Create a committee notebook to
transition from tast year’s - .
COMIMittees. pass along or use a committee portal to archive work
projects and notes.
Volunteers say they drove an A well-crafted meeting agenda is needed. Respecting the
g hour both ways and when they | value of volunteers’ time, the agenda and supporting info
" | arrived there wasn't even an should be available in advance and used to complete the
agenda. work at the meeting.
Committees are starting projects Use a I?oard ?nd/or staff liaison to supgort the committee.
6. never intended! The liaison will also serve as the champion of the
committees efforts at the board table.
Should committees link to the Commi.ttees should be aligned with.the goals in the
7. strategic plan? strategic plan. The plan should be introduced to the
committee at the start of the year.
Committees have sent When charges are clear between board and committee, the
8. | recommendations to the board | board should not recreate the work. Follow the adage,
and they revamp the proposals. | “Boards don‘t do committee work at the board table.”
9 The chairman dominates the No chairman should have a personal agenda. The role of
" | meeting. the chair is to focilitate the meeting, not dominate it.
Board members are responsible for governance; some
organizations recommend directors serve only as
10. LG LA oot committee liaisons so as not to distract them from their

the committees.

duties. Expanding committee composition beyond the
board is a way to engage members and bring in new ideas.

www nonprofitcenter.com

bob@rcheae.com Bob Harris, CAE




Three Policy Sets
Aligned Influence™

Kenneth Schuetz
Founder, Aligned Influence, LLC

Consider this scenario: An educational foundation’s
board seems to never be in agreement about whether
their fund balances are too large or too small. Some
directors believe the board should develop “healthy”
fund balances for future opportunities and others
believe they should put their fund balances “to work”
on behalf of the community they serve.

The discussion is always full of drama; dividing the
board. Who is right? Neither is right or wrong, but the
debate brings to light the core issue — the board does
not have a clear answer to their fund balance debate
because they has not established clear boundaries or
guidance policies to direct their decisions.

Many organizations, particularly non-profits, begin with
a small group of people trying to do the work of the
organization while also providing oversight to the
organization. As the organization matures, staff roles
are separated and filled by new team members who
accomplish the work of the organization and the board
can begin to focus only on oversight. The same
transition can be viewed in the maturation of
organizational policy. When an organization is formed,
the principles create bylaws which are used to establish
the organization. Often, young organizations will be
attempting to use those bylaws to operate the
organization several years later, causing the
organization to plateau in its growth.

Maturing organizations have three policy sets to match
their maturing understanding of the roles played by the
board and the executive director. The first is bylaws
which are used to establish the organization. The
second is governing policies which are used by the
board to protect, direct and enable the organization.
The third is operating policies that are used by the staff
to lead, manage, and accomplish the work of the
organization.

Bylaws

Bylaws are created with the assistance of an attorney as
part of the process of establishing an organization.

They commonly stipulate the officer roles, minimum
and/or maximum numbers of board members, and term

limits for board members. They might describe how
often the board must meet and what kinds of skills
should be represented on the board. They most likely
describe the number of votes necessary for a decision
to be considered a valid action of the board and might
designate some committees necessary to begin the
initial work of the board. In short, the bylaws are
intended to document key facts that establish the initial
organizational structure and procedures of the
organization. They inform and provide a foundation for
governing policies, but were never intended to act as
the sole governing policy document for the
organization.

Governing Policies

Governing policies are established by and then used by

the board of directors of an organization to

1. define the “strategic what” delivered by the
organization

2. establish boundaries within which the organization
should operate to ensure integrity, fiduciary
soundness, and appropriate risk tolerances

3. establish guidance for the board regarding how
they will enable the work of the organization

The policies do not, and are not intended, to tell the
staff how to accomplish their task. Rather they are
intended to give the staff clear direction on what the
organization is to accomplish, to establish protective
limits in key operational areas, and to document the
board roles and in enabling the work the organization.

Direct, Protect, Enable. The directing portion of the
governing policy defines who is to be served and what
product, service, or value is to be delivered. The
protecting portion of the governing policy establishes
operational boundaries to be respected by the staff.
The boundaries are customized to the organization but
commonly include statements about risk, financial and
human resource management. The enabling portion of
the governing policies define to whom the organization
is responsible, establishes procedures and guidelines to
inform and unite the board in its work, and establishes
procedures for monitoring the direct and protect
portions of the governing policies. Governing policies
are not intended to be operating policies, but do inform
the creation of operating policies.

Operating Policies
Operating policies are created by and used by executive
directors and the staff to guide the accomplishment of
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the organizational work as defined by the board of
directors. In contrast to the governing policies,
operating policies direct the staff how to accomplish
their work in such a way as to be aligned with the
direction and within the limits created by the governing
policies. Many of those random pre-existing policies in
a young organization are operating policies that are
inappropriately placed in the board’s governing policies,
thereby tempting the Board to micromanage rather
than encouraging members to maintain their role of
directing, protecting, and enabling the organization.
Operating policies focus on the details of accomplishing
the work the organization.

Table 1: Policy Breakdown

Policy Set Created and Purpose
Used By
Bylaws or Created by the To establish the
Articles of organization’s organization
Incorporation | attorney and
used by the
board of
directors
Governing Created and To direct, protect
Policies used by the and enable the
board of organization.
directors
Operating Created by the To guide the
Policies executive leadership,
director and management and
used by the accomplishment of
organization’s the organization’s
staff. work.
Conclusion

Which of these policy sets does your organization have
in place today? Each plays a critical role in a healthy
organization and the absence of any one of them causes
a “vacuum of influence” that invites boards to be
involved in operational issues and staffs to become
involved in oversight issues. All three fit together as a
system of policies that inform and act as a foundation
for the next nested policy set in an ordered fashion. As
such, the creation of governance policies will require a
review of the bylaws to ensure continuity and
alignment. Governance policies will also indicate a
review of operational policies for continuity, alignment
and more importantly completeness. The existence of
governance policies will often bring to light an area
where important operating policies are missing. The

professionals at Aligned Influence, LLC are uniquely
qualified to assist your organization in evaluating its
current status in the area of policy sets. Our
consultants will educate, facilitate and help your
organization take the next step in maturation. These
steps are transformational and our goal is to walk
through the transformation with you; being your guide
and your encourager. If you would like to discuss our
services further, please visit us at
www.alignedinfluence.com or contact us at 303-257-
1794.
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Contact Information

Allen J. Proctor

AllenJ. Proctor is a principal in Allen Proctor Consulting, LLC,
an independent consulting firm that advises chief executives and
boards on strategic planning, financial reporting, budgeting, and
investment oversight. He is a nationally recognized expert in
financial analysis, budgeting, and organizational effectiveness.
During the course of his career, Mr. Proctor has regularly
developed innovative solutions to the budgeting, financing, and
performance problems of organizations. His work on structural budget balance
won the Louisville Award for Financial Innovation in 1993, only the second
recipient since the Government Finance Officers Association of the U.S. and
Canada had created this award in the early 1980s.

Allen has worked as a top executive for over fifteen years at institutions as
diverse as Harvard University (CFO and Vice President for Finance), New York
City (Deputy Budget Director), New York State (Financial Control Board
Executive Director), and Federal Reserve Bank of New York (Division Chief).

His skills in financial assessment, strategy development, and implementation
were commended by the Ohio House of Representatives for his highly successful
restructuring of the Ohio Police and Fire Pension Fund. He has taught budgeting
and finance at the Kennedy School of Government at Harvard University and the
Graduate School of Business at Columbia University and twice served as a
reviewer for the prestigious Innovations in Government program sponsored by
the Ford Foundation.

"o ask follow-up questions on this seminar or to seek additional information on
W Mr. Proctor can help your board be as effective as it can, please contact
m by phone, fax, email, or post.

Allen Proctor Consulting, LLC
471 Highgate Avenue

Worthington, OH 43085
Phone: 614-208-5403
Fax: 614-888-8287

Email: ProctorConsulting@columbus.rr.com




Chapter |

Your Introduction to
Board Financial Oversight

Welcome to the Board. Whether this is your first nonprofit board seat or you
are a veteran, you have probably been to several meetings by this point and are looking
for how you can be most helpful and engaged. You aren’t alone in that search but,
unfortunately, too many well-meaning board members never find the hook that makes
their contributions seem valuable. That is even more common when it comes to
finances. Nonprofits always seem to have too many things to do and too little cash
with which to do them. Other than through personal donations, board members like
yourself may feel that you have little to contribute toward understanding or solving
this dilemma.

Common sense and judgment count as much as—and sometimes more
than —expertise when it comes to fostering a successful and financially sustainable
organization. Because common sense is so important, every member of the board has
something to offer. The trick is to make sure that the treasure trove of common sense
is routinely tapped. Like any specialty, finance can either be made complex or be made
understandable. If it appears complex, the people responsible for your organization’s
finances—including board members— may not understand the sitvation well enough
to make it understandable. The health of your organization can be harmed by what is
not discussed at the full board level, and it can be helped by spending the extra time to
hear an individual board member’s concerns. For instance, full board participation can
be limited when a committee chair says, “I have looked over the numbers so let’s save
time by approving the budget without much discussion.” Your ability to sustain a stable
and reliable level of services may actually be enhanced by a board member who takes
20 minutes of an overly long board meeting trying to understand what a new program
will cost and if it is affordable.

The most valuable step you as a board member can take to support, protect,
and sustain your organization is to foster a culture that values diverse perspectives
across your board and encourages the communication of problems and concerns at
all levels of the organization. You don’t need to be a rocket scientist, or an accountant
to contribute to this discussion. The information a board needs can be provided
without the complexity of financial statements and in a way that enhances the board’s
ability to focus on its important strategic issues without encroaching on the staff’s
operational issues.

This view of finance should benefit not just the board member who may be
intimidated but all board members who want help in focusing board deliberations
on the critical issues of financial strategy and policy.

2 Chapter k: Your Introduction to Board Financial Oversight
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Finances should be viewed as merely another language that you can use in
deciding which activities are most critical to fulfilling your mission, how to carry them
out, and how to pay for them in a way that makes the activities sufficiently sustainable
that your clients or patrons can rely on those activities year in and year out.

The most important financial issues need to be understood by all board
members, but the key to understanding is not the level of detail you review. It is
usually missing the forest that leads nonprofit boards astray, not missing the wees.

This book is divided into five sections and consists of nineteen short
conversations. The term conversation is used because each can form the basis for
a conversation you can start with your fellow board members. Each conversation
focuses on one particular aspect of the financial life of a nonprofit organization.

You can read the book from cover to cover or pick and choose which topics interest
you most. A glossary at the end of the book can help you with any terms that are not
familiar. When you are done, 1 hope you will conclude that finances can be accessible
and useful to every board member in helping him or her to participate in full and
productive discussions of how best to fulfill the mission, goals, and priorities of

the organization.
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What Makes Being a Nonprofit Board
Member Different?

a. Issues and Puzzles
b. Key Points to Remember
c. Exercises

d. Excerpt from Linking Mission to Money
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a. Issues and Puzzles

In my for-profit job, we have clear measures to tell us how
well we are doing: EBITDA, earnings per share, book value,
stock price, current ratios, etc., and plenty of people trained
to stay busy watching these measures.

But are there clear measures for nonprofits?

What makes for a strong nonprofit? Is strength indicated by
the size of its endowment?

But isn’t an endowment, large or small, a pipe dream for all

but the largest, high profile nonprofits? Does that mean we
are doomed to be constantly struggling?
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b. Key Points to Remember

1. The most crucial difference between the duties of a nonprofit
board and the duties of a for-profit board is that the nonprofit
board’s first and foremost duty is nonfinancial:

Sustaining the mission of your organization is your primary
task as a nonprofit board member.

2. The dilemma of sustaining a reliable and predictable level of
services 1s that it can conflict with other common goals like
growth, expansion, and “meeting the need.”

3. Sustaining a predictable and reliable level of services is a
choice that the board must continually keep in the forefront
of all decisionmaking.

4. Conventional financial statements provide very limited help

to the nonprofit board in judging how well it is fostering
sustainability.
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¢. Exercise

Suppose your organization provides temporary shelter for the
homeless. You believe strongly that there are not enough beds
available in your community and that lives will be lost if there is
not enough shelter, food, and health care for all comers. A site
becomes available that would add 20 beds to your 200 bed system,
and expand your annual expenses by ten percent.

Decision: Should you acquire that site?

©2004 ALLEN PROCTOR CONSULTING, LLC Nonprofits Are Different - 4



Step One: Assess if the proposed growth is sustainable.

You must critically probe whether the proposed goal of expansion
and growth is compatible with your primary duty: to sustain
your mission.

Assure yourself that, if you expand, you can sustain the higher
level of services.

Consider asking the following questions:

1. How would we change our operations to handle this
expansion? Who on our staff would be affected and what
is their view?

2. How would we fund this added expense? If we plan to
acquire additional governmental support, have we
approached government officials and have they assured us
of additional annual support for the foreseeable future?

3. If we hope to receive additional foundation or United Way
support, have we discussed our expansion with them and
have they assured us of additional annual support for the
foreseeable future?

4. If we plan to increase private contributions, what actions
will we take and what assurances should we expect before
we go ahead with the acquisition?

You may see that a number of answers are ambiguous. If so, you
may be creating some new risks with this expansion.
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Step Two: Assess if the proposed growth introduces risks that
may place your current level of services in jeopardy.

Growth sometimes creates operational and financial stresses that
can erode the effectiveness and financial health of the organization
to the point where even your current level of operations may

be undermined.

Identify the risks this expansion may pose to your current level of
service and assure yourself that the risks can be managed or that
you can isolate or protect your current operations from those risks.

Consider asking the following questions:

1. Is one or two years of 220 beds worth the risk of budget
strains forcing you to cut back to 120 beds? What are the
probabilities?

2. Are you as a board prepared to step in financially to
prevent such a cutback scenario?

3. Are there other nonprofits who are better able to acquire
this site and sustain the expansion? If you acquire this site
are you precluding a stronger nonprofit from filling this
shelter gap?

4. If you are forced to scale back if revenues don’t
materialize, are there other nonprofits who would be able
to make up for your lost beds or is the community
dependent on you for the 200 beds you currently provide?
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Chapter 2

Your First Duty Is to
Sustain the Mission

The primary task of a nonprofit organization is to be a reliable provider of a
service that fulfills a useful need in your community. Notice that I don’t say that the
organization’s primary task is to grow or to do more than last year or even to be the
best in the country. There are also nonprofits that are created for short-term purposes
and that are intended to disappear in a year or two, but in this book I focus on non-
profits that are intended to exist in the long term.

My emphasis on fulfillment of community need is based on the very existence
of the notion of tax exemption, which allows people to deduct from their taxable
income their charitable conuibutions to your organization. Most people refer to
tax-exempt organizations as simply nonprofits. It is likely that your organization is
a “501(c)(3),” which refers to the secdon of the Internal Revenue Code which grants
your organization tax exempt status by the U.S. government. That status was granted
because you are filling a community need. In fact, unless it is very small, every year
your organization files a Form 990 with the IRS describing how your mission fulfills a
community need and lising what you have done in the past year to fulfill that mission.
If the IRS were to disagree that your activities continue to fulfill a community need,
it has the ability to revoke your tax exempt status.

As a board member of a nonprofit, one of your most basic duties is to
ensure that your assigned mission will be fulfilled as long as the community has
that need. I refer to this duty— the ability to be there when you are most needed—
as sustainability. Throughout this book I will repeatedly argue that sustainability
should form the foundation of every decision the board makes. While this duty
sounds obvious, it is actually difficult to execute and easy to forget amidst the myriad
small decisions a board must continually confront. Many nonprofits lurch from crisis
to crisis. They expand until economic recessions put them in financial crises that force
them to cut back on services, often when the community need is the greatest. Whether
you are a nonprofit in the arts, social services, healthcare, education, or another arena,
the need for what you do doesn’t go away when the economy falters. In fact it is likely
that your role is even more central to the vitality of your community when the chips
are down.

Sustaining the mission of your organization is your primary task as a board
member. The primacy of sustainability forms the basis for how each board member
should approach financial decisions. Steady, reliable, and predictable are the right
words, but they run up against growth, expansion, and “meeting the need.” When you
think about your mission, you should always precede every major board decision that
has financial implications with the question, “How long can we sustain this change or
ensure we will be able to provide this service?”
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The dilemma of sustainability versus growth pervades the nonprofit world
and you have to decide early on how your organization will deal with it. Is it better
to provide a service and then suspend it when finances are tight? Or is it better to not
provide the service at all? There is no clear cut answer, nor is it always an either/or
choice. Consider the following situations.

Suppose your organization provides temporary shelter for the homeless.
You believe strongly that there are not enongh beds available in your community and
that lives will be lost if there is not enough shelter, food, and healthcare for all comers.
A site becomes available that would add 20 beds to your 200 bed system, and expand
your annual expenses by ten percent. Should you acquire that site? Your mission calls
you to expand. Sustainability requires you to first ask these questions:
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The answers to these questions are critical to your ability to sustain this
higher level of service but they are not likely to be uniformly positive or unambiguous:
the government, foundations, or donors may not be able or willing to give you
unconditional assurances of expanded ongoing support. Without those assurances,
your expansion of 20 beds may put at risk your current provision of 200 beds.
The concept of sustainability next suggests that you ask these questions:
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These are the types of questions which sustainability requires you to consider
each and every time your board meets to consider important organizational decisions.

If you think that healthcare or indigent services are “special cases,” let’s now
look at how sustainability can just as well affect the decisions of a performing arts
organization. The board wants to consider expanding the performance season. You
want to ask your resident company to remain under contract for a longer season,
adjusting any other professional engagements accordingly. You will also need to ask
part-time staff to shift more time to the organization. And, of course, more tickets
will need to be sold and more donations solicited to make this effort successful.

These examples serve to remind us that sustaining a predictable and reliable
level of services is a choice that the board must continually keep in mind. Be wary
of expansion, especially when the economy is expanding. If you grow and later cannot
sustain your services, you may jeopardize the survival of your organization and under-
mine the constituents who relied upon you to sustain the expansion. But expansion
shouldn’t become a four-letter word. Rather, expansion should be approached
cautiously with a clear, mult-year plan that gives you reasonable confidence that
you have taken the necessary steps for sustained success.
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What You Need to Do at Every Meeting

a. Issues and Puzzles
b. Key Points to Remember
c. Exercise

d. Excerpt from Linking Mission to Money
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a. Issues and Puzzles

* [ am happy to be on the board but I am not sure what I am
supposed to be doing. Is attending the meetings, hearing the

reports, and making a financial contribution why I am on
the board?

* ] hear good reports from the staff at our board meetings, but
there are a number of nonprofits in town who are in trouble
despite receiving good reports at their meetings. I don’t want
to be embarrassed by looking like I was asleep at the switch.
What’s the best way to avoid that?

* I am surprised at how general some board discussions are and
how others get bogged down into excruciating detail. I know
we are supposed to avoid micromanaging, but the general
discussions don’t tell me much and the detailed ones seem
intrusive without accomplishing much that is constructive.

Is there a middle ground?

* In a nonprofit with very few staff and volunteer board
members, what is the right division of labor among board,
staff, board chair, and executive director — and how does the
board meeting fit into this? Two hours every few months -
how can that be much help?
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b. Key Points to Remember

1. The bulk of your time at your board meetings should focus on the
following question: Are you linking mission to money?

2. Spend most of your time on the organization’s top priorities:
a. Do the top priorities clearly have management’s focus?

b. Is progress on the top priorities steady and can management
demonstrate this to your satisfaction?

¢. Are obstacles to progress on the top priorities being
anticipated and averted?

3. Board oversight is strategic and takes place “10,000 feet up.”
a. This is probably the opposite of your day job’s focus.

b. If you are a manager, most if not all of your oversight in your
company is tactical and takes place “on the ground.”

c. Leave your management hat at the door to the board room;
the board has hired other people to be the managers.
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¢. Exercise

Step One: Evaluate the goals suggested by some simple agendas.

The agenda is a critical tool for getting the most benefit from the board’s
time and for ensuring that mission, strategy, priorities, and execution
remain coordinated, consistent, and relevant. A vague agenda can
suggest that the purpose for the meeting is unclear.

Using the two board agendas below, what do you believe are the
purposes for the meetings? What do you expect will be the main
accomplishments of the meetings? How could you prepare for

these meetings?

Agenda One
Welcome
Friends Organization Report

Nominating Committee Report
Audit Committee Report

Report on 2003-4 Fiscal Year
President & CEQ’s Report
Student Outreach Program Report

Building and Operations Report

Programming 39295 —Em a} -'cg\ew

I '@hairman’s Comments

Adjournment

Agenda Two
Prayer
Chairman’s Remarks
Election of Trustees
Approval of Minutes
Audit and Budget Committee Report

Report of the Auditor

President’s Report
Advancement Committee Report
Committee on Trustees Report
Investment Committee Report

Alumni Association Report

Review of All Motions and Votes for Final Action

New Business
Concluding Remarks

Adjournment
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Step Two: Use a grid of board responsibilities as a template for
setting up effective agendas.

A good way to make sure the board meetings are allowing the board
members to fulfill their duties and obligations is to put together a grid
of the board’s duties, its primary activities, and basic questions it should
answer by the end of each meeting.

Below is a grid that focuses on the board’s role in linking mission

to money.

Duties

Activities

Questions

1. To set and sustain the
strategic financial direction and
policies of the organization.

1. Budget oversight:
monitoring the completion
of your priorities on
schedule, on budget, and
on objective.

1. Are we focusing our efforts
on our top priorities?

2. To support and encourage the
executive director in maintaining
the financial health and effective
financial management of the
organization.

2. Planning for the future,
both programmatic and
financial.

2. Are we accomplishing
what we need to accomplish
this year?

3. To oversee execution of the
financial policies, strategies, and
priorities of the organization.

3. Looking back to assess
the accuracy and adequacy
of staff communication to
the board and to assess the
effectiveness of your
organization’s activities in
addressing your mission.

3. Are we able to sustain our
current level of services for the
foreseeable future?

Using the agendas on the previous page, identify which portion of each
agenda will address, if at all, each of the nine duties, activities, and

questions in this grid.
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Step Three: Assess the value of more detailed agendas.

The two agendas below are more detailed. See if they address the board

responsibility grid more effectively.

Agenda Three
Call to Order and Welcome
Approval of Minutes ~ 2
Progress and Updates on Fundraising - 2.
Treasurer’s Report:
"\] FY 2004 Results and Projections
\'] FY 2005 Budget Approval
“  Voluntary Retirement Plan Contributions
President’s Report ~ 3.
Board Matters
New Members
Terms of Service
Work Plan — &7
Advisory Board -
Initiatives ~ |
Retreat < 2D

Executive Session - 3

Agenda Four

Call to Order and Welcome
Approval of Minutes ~ 2D
Transition Update

Attendance

Pricing — !

Transition
Follow Up on May Assignments

Building/Real Estate

Political Intelligence 2

Appropriations Research

Human Resources Stabilization
Financial Overview FYs 2004-2008 - 3
Community Updates

XYZ Foundation Funding - |

Construction Progress on Alternative Venue

Status of Subsidiaries __ )
FY 2005 Prionties/Action Assignments .. ré

Executive Session —~ 3
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What changes in Agendas Three and Four help them to provide the
board with more focus on its duties and priorities than Agendas One and
Two?

Which of the four agendas is the most focused? Why?

What other changes in the agenda structure would make the agenda
even more helpful?
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Step Four: Homework assignment — restructure the agendas your
board uses.

Once you view an agenda as a tool you can use to make sure you are
fulfilling your duties and responsibilities, you can rework your own
board’s agendas to meet your evolving needs.

What changes would you make to the agendas of your board meetings to
move them toward the following structure?

Agenda Five
Call to Order and Welcome

Approval of Minutes

Financial Status
Cash Available and Projected Cashflow for Next Few Months
Status of Unpaid Bills
Status of Collection of Outstanding Pledges
Projected Year-End Results

Follow Up on Assignments from Last Meeting
Action One
Action Two
Action Three

FY 2005 Priorities/Action Assignments
Initiative One
Initiative Two
Initiative Three
Initiative Four

Executive Session
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The usefulness of the structure illustrated in Agenda Five is substantially enhanced if your
budget was built based on specific initiatives that were based on clear priorities for the
year. The worksheet below is a possible tool for your staff to use in building this type

of budget.

INITIATIVE PROPOSAL FORM
(This can continue onto a second page)
Don’t forget to submit your initiative spreadsheet with this form,

Name of Initiative:
Staff Implementing (underline staff member whose spreadsheet contains this proposal):
Institutional Priority Addressed:

Goal Addressed:

Description of Initiative
How will this advance institutional priorities?

What outcome do you expect and how will this be measured?
How do you plan to get there (when, with what)?
Who are the stakeholders involved in implementation?

What stakeholders will benefit after implementation?

Description of Resources Needed
Personnel:

Other Expenses:

Revenues Added or Continuation Budget Expenses Shifted or Reduced:
Net Estimated Cost This Year:

Net Estimated Cost the Following Year:

Milestones

[These milestone entries should match the timing in your spreadsheet and be by month or
quarter. Milestones should be provided for hires, major purchases, initial deliverables, final
deliverables, etc.]
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Chapter 10

Getting Organized: The Financial
Roles of an Effective Board

Often referred to under the umbrella term of governance, the question of the
division of labor among board, staff, board chair, and executive director has no perfect
answer, | have seen board structures that worked for a year or two but then became
unworkable when just one board member changed. Rather than get bogged down in a
discussion of the myriad possible ways to organize, I would like to talk about the roles
that I think are most necessary in order to attract and retain committed and talented
staff and board members who will pay attention to the long term financial health of
the organization.

Three critical board duties

The board has three major tasks related to financial management:

1. to set and sustain the strategic financial direction and policies of
the organizaton,

2. to support and encourage the executive director in maintaining
the financial health and effective financial management of the
organization, and

3. to oversee execution of the financial policies, strategies, and priorities
of the organization.

These three tasks don’t overlap very well and sometimes result in contradictory
behavior, particularly with respect to oversight. In previous conversations we tatked
about the board’s strategic tasks regarding finance: having a long-term set of goals and
mission, formulating a financial plan to sustain those goals, and assembling an annual
budget that allocates resources to specific activities to achieve those goals in a stable
and sustainable manner.

The board’ key task in support of staff is to choose a skilled chief executive.
After that, an effective board casts itself in the role of seeking to help the executive
director, actively soliciting the executive’s suggestions as to where the board can be
most useful. The board should define its own success as its ability to foster the success
of its execudve director.

The fly in the cintment can easily be the board’s third task, its oversight func-
tion. Board oversight is a role that validates principles, objectives, and execution. In
contrast, micromanagement is a role that dictates how to execute—and it must be
avoided by the board in all but the most extreme circumstances. Board members who
are active managers or top executives can easily forget to leave their executive hats at
the door and seek to fulfill their board role by acting, doing, or directing. Oversight
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can and should be a hands-off activity. Support is an activity that can be hands-on but
it should be hands-on only at the request of the executive director. When unsolicited,
help can become usurpation, which soon leads to the board’s second-guessing the
executive director and, before you realize it, the supportive role of the board can have
transformed into direct management with an executive director that has become a
highly paid clerk executing the board’s decisions. Ironically, boards that are worried
about too little to do or too few opportunities to feel engaged are oftentimes in that
position because they are neglecting to put enough time into their strategic dutes.

The key word in that last paragraph about board oversight is “validate.” To
validate execution means to ensure that what was supposed to be done was indeed
done and that it remains consistent with the organization’ principles, objectives, and
mission. You can do this at the board level by having staff commit to a tmetable and
a set of outcomes and then validating whether the tmetable was followed and the
outcomes achieved. You don’t need to meet with staff, review working papers, see
email traffic, or have endless staff presentations to do this. And you certainly don’t
need to make or review all operational decisions.

Too often a concerned board that wants to be involved in the organization takes
its first step into management by adopting a task or initiative as its own. You should
approach this “slippery slope” of desire with caution and review it regularly for its
continued value to the executive director. In a very small organization, it may be
unavoidable to have a board-sponsored initiative. There may be so few staff that
board members must take on some operational tasks. In those cases, it is extremely
important to be quite clear about each board member’s duties, responsibilities, and
authorities, and to make the lines of authority as explicit as possible, preferably in
writing. A board member as boss and colleague can be a very confusing role for a
staff member. Recognize this potential conflict and document the scope and
limitations of the board member’s role as best you can.

I don’t want to leave you with the impression that oversight is equivalent to
annoying or interfering with the staff. On the contrary, oversight is essential and it
needs to be persistent, by both executive director and board. The mistake is made
when management oversight is confused with board oversight. Management oversight
is “on the ground” and involves internal controls such as the staff showing up for work,
laws being followed, procedures being documented, etc. Board oversight is “10,000
feet up” and involves validating the continued relevance and need for the organiza-
tion’s mission by ensuring the consistency of policies, objectives, and spending with
that mission. Later I will talk about the one board committee, the audit committee,
that may appropriately delve selectvely into areas of management oversight.

Board officers and their roles

The types and titles of board positions are very flexible and there is little stan-
dardizadon. You should set up a structure that fits the personalities and skills of board
members in a way that facilitates good decision-making. The important thing is to
make the dutes, responsibilities, and authorities clear to everyone, including staff.
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Titles of positions should serve your needs. Be sure that labels don’t get in
the way of purposes, and that you establish whatever positions and committees are
required by the corporate statutes in your state. The tides of positions can be very
confusing, even the dtle of “president.” In some organizations the president is the
chair of the board and in other organizations the president is the senior staff position,
which also can be labeled executive director, chief executive officer, secretary, or
managing director, among other ttles. Similarly, the titles treasurer and secretary
can be used for board or for staff positions. Other common board titles are chair,
vice-chair, and director. Many of these titles exist solely because state law requires that
signatories on corporate documents have specific titles, Some organizations use titles
as an indirect way of determining membership on an executive committee.

There are two roles which you should have covered regardless of whether
or not they are required by state law. You should designate a board member to be
responsible for setting agendas, running the meetings, and coordinating with the
senior manager (typically this is the chair coordinating with the executive director.)
You should also designate a board member to be responsible for reporting on the
organization’s financial condition, coordinating the outside financial audit, and
coordinating with the senior financial manager. In larger organizations this is often
the treasurer coordinating with the chief financial officer or business manager. These
positions primarily exist to create a clear line of communication between key staff
and the board. If your organization has other key staff positions, you should consider
appointing a board member to act as a single point of contact for that staff member.
You needn’t have a dtle for that board duty.

Since I have chosen to highlight the board chair and board treasurer, let me
add a few cautions about their responsibilities with respect to the rest of the board.
The board chair is responsible for ensuring that clear agendas are set for each board
meeting. In addition, it is the board chair’s duty to ensure that the board performs
its financial oversight and decision-making duties. Note that I have carefully used the
word “ensure” for the chair, not the word “perform:” it is not appropriate for the
chair to replace or pre-empt the oversight and decision-making dudes of other board
members. The chair is an organizer and facilitator; the board must not delegate its
dutes to this one person. In particular the chair should take the lead in encouraging
a culture of asking questions, facilitating good decision-making by the board, and
keeping abreast with the executive director on execution of board decisions. It is the
chair’s duty to see that meetings have a purpose, accomplish that purpose, and address
each major board duty over the course of the year.

This same caution applies to the role of treasurer. The board treasurer should
be a person who is very interested in the finances of the organization. You do not
need this person to be an accountant or a finance professional, although you should
try to have someone with those skills on your board. In fact, sometimes it is best to
have a non-accountant as your treasurer because a generalist in this position may be
better able to facilitate participation by the entire board in the financial oversight and
decision-making duties of the board. I have seen too many situations in which the
appointment of an accountant or finance professional to the treasurer’s post in effect
lets the rest of the board “off the hook” for paying attention to the finances and
understanding the significant financial issues facing the organization.
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Seeing emerging problems is most successfully done with as many eyes watching
as possible; beware letting an expert take this responsibility away from the rest of the
board. One of the biggest challenges for the regular, “non-financial expert” board
member is to persist in asking questions about the finances when the chair and/or
treasurer want to move on to other agenda items. Having a non-expert in those
positions can often contribute positively to an environment that encourages discussion
and questioning by the entire board because the board cannot expect a non-expert to
see behind a vague presentation or a confusing table of figures, whereas they may
expect an expert to have already identified and resolved any problems before the
board meeting.

Board committees and their roles

There are three financial activities that make up the focus of a specific
committee or a board committee of the whole:

I. Budget oversight: monitoring the completion of your priorities on
schedule, on budget, and on objective;

2. Planning for the future, both programmatic and finandal;

3. Looking back to assess the accuracy and adequacy of staff
comununication to the board and to assess the effeciveness
of your organization’s activities in addressing your mission.

Some boards assign up to three committees to these activities but your chair can
easily accomplish them at meetings of the full board through careful agenda planning
over the course of the year.

The names and numbers of committees should serve your needs. There are
usually no requirements for you to have any committees, in which case you will be
working as what is called a committee of the whole. The only useful purpose for having
committees is to divide up the work so that not every board member must devote time
to every board task. You can vary this as often as you need to. Some organizations
leave the committee structure up to the chair of the board and in fact change numbers,
titles, and duties of committees with each new board chair. Other organizations may
choose to use only ad hoc committees, which by definitdon are created for a specific
purpose and expire when that purpose is achieved. Some common committee titles
are executive, audit, budget, finance, program, strategy, personnel, aravel, benefits,
building, development, acquisitions, and capital. This list is far from exhaustive
but it should assure you that you can do whatever best meets your needs and give
a committee whatever name best suits your purposes. I will describe these key
cominittee actvities and name the committees finance, executive, and audit, but
you can choose different names if appropriate.

In large or complex organizations the first of the three financial activities is
often assigned to a finance committee, This committee will be expected to provide
more timely oversight and decision-making by meeting more frequently than the
full board can meet,
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The second activity of programmatic and financial planning can be assigned
to a planning committee or to the executive committee in order to keep things
moving. If this duty is delegated to a committee I encourage you to stll keep
the full board firmly engaged in planning with at least one stand-alone board meeting
per year devoted exclusively to reviewing your programmatic and financial plans.

The task of assessment and review is often assigned to the executive committee
or the audit committee. Audit committees are commonly created to ensure that the
organization systematically evaluates the quality and integrity of its accounting and
financial statements and internal controls. Audits conducted by an outside auditing
firm are a tool often used to stucture the annual evaluation. The specifics of the
annual financial audit will be discussed in another conversation. You should also
make sure this committee, or another you select, extends its review to include your
organization’s financial health, internal communication, and focus on mission.

Internal financial communication to the board by staff should regularly be
reviewed for its effectveness. It is in this area that persistent questioning can be most
helpful. If board meetings become too routine and largely formulaic, it is worthwhile
every so often to take a skeptical look at staff reporting to discern if you are getting
substance. A board culture that “punishes the messenger” or in any way sends an
implicit or explicit message that bad news is not welcome is particularly vulnerable to
staff reporting that skirts substance in order to avoid tension. This review of internal
communication is not commonly done because it offers the possibility of creating
tension and stress. Better to have some occasional tension and stress though, than
a board that is out of touch.

The andit committee can also be used to provide a confidential forum for
evaluation of concerns regarding staff or board misconduct. This function is the sole
exception to the rule that the board should stay out of detailed operational issues.

In a small organization, objective evaluation by the board may be more difficult
because of multiple overlapping oversight and managerial roles that board members
may play. In these cases, you may need to have an outside anditor play an expanded
evaluation role. If the services of an outside auditor are prohibitively expensive for your
organization, consider asking an audit firm to help you pro-bono or seek a donor to
support the cost. If either option is not feasible, ask another, trusted local organization
to evaluate your financial health and your focus on mission. While this last option may
seem awkward or embarrassing at first, you will soon conclude that the insight and
objective information provided by outside, confidential review is worth its weight
in gold.

However you choose to organize your board and assign roles and responsibilities,
it is essential that you remain keenly aware of how and why you are doing things the
way you are, In Chapter 15, “Review the Basics Once a Year,” we will talk more about
how the board should regularly ask itself if responsibility and accountability are clearly
assigned. In addition, perhaps an orientation of new members can provide a useful
vehicle both to compel you to review your ways of doing business and to foster probing
questions of those ways by your new board members.
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Your Job in the Budget Process

a. Issues and Puzzles
b. Key Points to Remember
c. Three Exercises

d. Excerpt from Linking Mission to Money
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a. Issues and Puzzles

* What value can the board add to a budget process that
has dozens of little pieces that I can’t know and,
frankly, probably shouldn’t even bother about?

* What is the right balance between approving a budget
with little discussion and poring through every line
and number?
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b. Key Points to Remember

1. Make sure that
* mission,
* goals,
* priorities, and
* spending
are well understood and mutually consistent.

2. Ensure that the budget conserves your mission by having
 sufficient activities that are profitable,

 clearly achievable actions, and
* measurable revenue milestones.
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¢. Three Exercises

Exercise One: Develop budget proposals that address mission and
priorities but do not require additional monies.

It is important to the health of a nonprofit to separate financial growth from
mission growth. While one can accompany the other, mission growth can
occur by reallocating money or time among different activities or by
adjusting the priorities within an activity.

Example
Suppose you are an arts organization and one of the board’s goals for the

next budget year is to develop audience in the under-40 population, but you
have no additional monies available this year to advance this goal.

What are some possible actions or initiatives the staff could propose that
would cost no money?

1. Your marketing staff could propose how their current level
of effort can make inroads into that population.

2. Your programming staff could make a parallel proposal.

3. Your board nominating committee could foster connection
with this new audience through your board recruiting for the

next year.
Exercise:
> Choose one goal for your nonprofit for the next year.
> Write down three or four actions or initiatives that

would achieve or advance that goal without enlarging
the budget. If you are reallocating monies from another
part of the budget, you must also show how reducing
funds elsewhere in the budget advances your goal and
your mission.
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Exercise Two: Identify the major activities of your nonprofit and assess
where you make money and where you lose money.

The choice and mix of profitable and unprofitable activities is a critical
policy decision of the board. The fact that you have fundraising does not
mean all your activities are unprofitable: donors are really customers or
patrons who do not ask for one of your products or services in return.
Some of your activities will attract donors, but many may not. You need
to be conscious of where you need to be profitable if you are to sustain

your mission.
> What board decisions regarding choice and mix of
activities has the board made in the example below?

Total Activity One Activity Two Activity Three
Organization

Revenue 42 25 13 4

Expense (39) (10) (15) (14)

Profit/(Loss) 3 15 (2) (10)

Addition to 3) na na na

Reserves

Net Revenue 0 na na na

>

>

Identify the two to four primary activities of your

nonprofit.

In which activities do you expect you are profitable?

Unprofitable?

If you have unprofitable activities, fill in the table
above with some rough estimates. Is this mix
sustainable? If not, for which activities would you
establish profitability targets so that the entire nonprofit
becomes sustainable?

©2004 ALLEN PROCTOR CONSULTING, LLC
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Exercise Three: Develop milestones for your major revenues which the
board can use during the year to evaluate the likelihood of achieving
budgeted revenues.

Revenue estimates in your budget are very different in nature from
expenditure estimates. Revenue estimates are forecasts that are explicitly or
implicitly based on a prediction that a certain sequence of events or a
specific scenario will occur,

Example
Common revenue estimates are admissions or fees, fundraising, and

governmental or foundation grants. Each can be associated with one or
more measurable milestones (specific achievements by a specific deadline
with identified contingency actions) that the board can review at appropriate
times of the year.

1. Key admissions assumptions: “We expect increased
attendance to 5,000 with revenue of $25,000 over the
holidays. If attendance instead remains at last year’s
lower levels we will know by January 1 and will reduce
our revenue estimate by $5,000.”

2. Key fundraising assumptions: “We anticipate the
Widget Corporation will renew its pledge for $10,000
in October. If we don’t have the pledge in hand by
November 30, we will reduce our revenue estimate
by $10,000.”

3. Key grant assumptions: “We have applied for a
$15,000 grant to support our Near East Side outreach
efforts. If we don’t have the grant in cash by March 31,
we will freeze hiring of replacement staff until we
have accumulated $15,000 of savings to sustain the
outreach program.”
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Note: Reducing a revenue estimate does not mean giving up on a grant
or a donor. Rather, it means that your organization is turning its
reliance to what is real (the gift or grant has not been received) and
adjusting its plans while it can still do so in an orderly manner that
preserves its mission and priorifies.

Exercise

> Choose two major revenues for your nonprofit.

> From what you know, write down two to four events or
activities that are important to acquiring those revenues.

> Now write down the dates during the year when you

expect to have a good idea whether or not those
revenues will be realized.

> . Identify the board meetings during the year when
you would include review of those estimates on the
board agenda.
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Chapter 5
Reviewing Priorities

About one quarter into the new fiscal year you as a board should reconvene for
a reality check on your vision and priorities. The outcome of this meeting should be
the list of priorities and outcomes for the staff to use in formulating the budget for
next year. With this meeting you will ensure that your vision and priorities will be
an integral part of your governance rather than stale concepts that are put in a binder
and left on a shelf to gather dust.

Three crucial questions

There are three questions that it is crucial the board ask itself before the staff
begins preparing the next fiscal year’s budget. These are fundamental issues that don’t
easily fit into a routine board agenda.

First, ask yourselves whether your spending reflects your priorites. Start with
the facts: convince yourselves that your spending last year was consistent with your
mission and last year’s priorities. After that, do the same for the budget you have just
started: Is the current budget consistent with the current priorities? Be especially wary
of responses like “that is how we have always spent our money.” Times change, needs
change, priorities change; your spending should be changing too. As a quick check on
mission focus, look at the percentages of expenses spent on programming, fundraising,
and administration and how those percentages have changed over the past five or so
years. If the share devoted to programming is trending downward, it is time to refocus
on priorities. Also, try matching revenues for a particular program with its expenses. Is
the program self-supporting? Should it be? Is the value of the program commensurate
with the net cost to the organization?

Second, ask yourselves how well you stick to your plans and priorities. Take a
look at how the last year ended compared with the budget you approved for last year.
Was spending growth where you expected? Revenue growth too? Did the final audit
confirm what you were told in your last budget report before the year ended? If you
answered “no” to any of these questions, you need to review your oversight process
because your plans and reviews aren’t consistent with what is happening.

Third, ask yourselves what events might compel you to deviate from delivering
on your priorities in the current year and the year for which you will soon be budget-
ing. Force yourself to be pessimistic—a problem anticipated is easier to resolve than
a crisis.

At the conclusion of this review you should be convinced that your spending
is indeed consistent with your priorides. You should also be convinced that you can
realistically continue with these priorities over the coming year or so.

Chapter 5: Reviewing Priorities 15
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Making changes

After the board has answered those three crucial questions, you now need to
decide where you want to change or tweak those priorities for the coming year, if at
all. With those priorities in hand, you then turn them over to the staff and ask them to
begin preparing estimates of the resources they believe will be necessary for the next
year to meet those priorides. Over the next few months they will review progress in
the current year and develop proposals and cost and resource estimates for the coming
year consistent with your strategic priorities.

When you receive the staff’s proposed budget, first look to see if it is balanced
and if it reflects the priorites you gave the staff earlier. If the budget proposal does not
have revenues equaling expenses, your duty is to revise your priorities, not to nitpick
their estimates of revenues or expenses. Remember, your board role is to set priorities
and to oversee the accomplishment of those priorities within the overall availability of
resources. You need to resist dwelling on the esdmates for any particular area. The
executive director, and if the organization is small, perhaps the treasurer too, has the
role of making sure the estmates are good and well-supported before the budget is
presented to you. In a large board, the finance committee may handie the first few
rounds of budget review with the staff before a final recommendation is passed to
the executive committee and then to the full board.

It is not appropriate for the board to change spending estimates without also
changing the priorities and expectations for service delivery. Don't be the board that
cuts spending but tells the staff that they must stll provide the same service levels
as before. If they can do the same with less, then you have already failed as a board
because you haven’t been doing your annual reality checks very well in uying to
provide the best services with the resources available!

On the following page is a timeline for the budget process. You may be surprised
to see that the process starts nine months or more before the start of the next fiscal
year. Once you think of the budget as the result of a goal-setting and priority-setting
process, you will begin to see the budget process as a continual, year-round process of
high level discussions about vision, goals, and priorities, with an ongoing set of reality
checks.
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A TIMETABLE FOR BUILDING AND MONITORING A BUDGET

Months Before/(After)

Task Start of Fiscal Year
Readjust current budget to be consistent with audited

. 9
results of year just completed
Board reviews long-term goals, vision, and priorities 8
for next year
Staff does first re-estimate of current budget and projects 7
next year revenues
Staff begins to formulate proposed budget 6
linking it to broad goals
Staff prioritizes proposals, re-estimating current 5
year’s budget, and projecting next year’s revenues
Staff makes proposals to the Board to meet its priorities
and outcomes within projected revenues (for larger
organizations, this proposal may be made to the
Finance Committee) 4
Staff revises proposals and presents to Board
(for larger organizations this may be presented
to the Executive committee) 3
Budget revised and final version presented to full board
for approval 2
Budget published and distributed to staff and interested parties |

Review audit of year just completed and validate feasibility
of new budget 3)

Review achievement of first quarter goals and priorities
and validate feasibility of the year’s dmetable, goals, and

resource adequacy @
Review achievement of second quarter goals... )]
Review achievement of third quarter goals... (10)
Review audit of completed year (15)

Review and file IRS Form 990 (18)
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a. Issues and Puzzles
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c. Three Exercises
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a. Issues and Puzzles

* Who should know about what? It seems that the
board chair and executive committee get the
most information.

* Do I need to be on the executive committee to know
what is going on?

¢ Ts it for the board chair or executive committee to

decide what issues and information go to the rest
of the board or are made public?
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b. Key Points to Remember

1. Speak the truth openly and routinely to all audiences:
* Board

Staff

Donors

Media

All Interested Parties

2. All board members need to be aware of the key messages
implicitly or explicitly conveyed by the
* External Audit
* Management Letter
* IRS Form 990
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¢. Three Exercises

For these exercises, sections have been excerpted from the IRS
Form 990s filed by three nonprofits: COSI, the Columbus
Symphony Orchestra, and the Columbus Zoo.

All these filings are easily available on the internet at
www.guidestar.org. Because of the ready availability of Form 990
reports, you should be aware of how your organization uses its
Form 990 filing to report its activities and how effectively it uses
the report to convey how it is linking mission to money.
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Exercise One

Everyone wants to know if an organization has balanced its
budget. Line 18 of Part I of Form 990 reports only one of many
possible definitions of surplus or deficit. The definition used for
line 18 may not be an appropriate indicator of your operating
results. This definition can be especially misleading if your
organization has substantial facilities or equipment.

Part IT provides the detail underlying expenses. Notice that line 42
reports depreciation and depletion expenses. These rarely
represent true cash expenses of your organization but instead
represent the declining value of property as it grows old. If you
own your own facilities, this number can be sizable and it will
distort your reported operating expenses and surplus.

>

>

Does line 18 report a surplus or deficit for the
Columbus Zoo, Columbus Symphony, and COSI?
Look at depreciation for the three organizations. Is it
different for the three? Does depreciation distort the
reported operating expenses of the organizations? Is
this significant for any of the three organizations?
Do you think the “message” regarding operating
surpluses that is reported on line 18 properly reflects
the operating results for each of the organizations?
Notice how COSI included a comment with line 18.
What message do you think is being conveyed?

Do you think that comment is useful to the reader?
Does line 18 in Part I of your nonprofit’s Form 990
report a surplus or a deficit? Do you believe this an
accurate portrayal of your operating results? Why or
why not? What could you do to provide a more
accurate portrayal?
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36 Occupancy 3% 1,033, 306 1,022,782, 10,524, 0
37 Equpment renial and manienance az 1,104,189 1,103,585 604 . 0
38 Prnting and pubhcations 38 61,316. 51,138, 0. 10,178.
39 Travel 39 58,217. 41,687, 10,707. 5,823
a0  Conlerences, comventions, and meelmgs 40 36,28]. 29,842, 5,424. 1,015.
41 interest 2 896,621. 77.254. 0. 18,367,
&2 Deprecation, deplebon, elc (attach schedule) A2 5,975,825, 5,700,483 179,436. 95.906.
43 Othar gapenses st covered bove (emize)
a Qutsrde Services 43 813,941 646,629 100,718, 66.594
bMarketing ___________ a3b 944,320 928,834 0. 15,486,
cOther Exhabits _ _ __ ____ 43c 406,210. 406,210 0 0.
diiscellianeous _ ___ ____ 43d 394,911, 353,828, 12,886. 28,197,
] 43e
o SRR
carry these totals o fines 13 - 15 ' 43 21,541,696, 19,163,607, 1.511,317. 866.772.
Joint Costs. Check *l:] it you are tollowing SCP 98-2
Are any joint costs from a combined educational campaign and fundrarsing sohcitalion reported i (B) Program sennces? "D Yes E] No

it "Yes,” enter ) the aggregate amount of these joind costs
. (i) the amoun allocated 1o management and general

$

lo fundrarsing  $

3

. (i) the amount allocated lo program services

3

; and {iv) the amount allocated

[Partill_] Statement of Program Service Accomplishments

What 15 the crgamzation’s primary exempt purpose? =
gu organizalions

mg‘;“o:s and 4 (a')c(?mmn'exampi :g:anla le

must describe thewr ex:

1

purpose achugvements in a clear and conc
achievements that ars nol measurable (
trusts must also enler the amount of granis & allocal

2Chon 501

Sta llic(?):r;ubernof
)so others )roa

Program Service Expenses
&u‘ ed bt mw{i’w ar

orgamrations.
(Dml’m tmad
opLonat Mx obhets )

—— T -

- A - —

- e e

e e T e e v v e A e ve em am am em . m am e

15,273,013,

o — A -

- e A L i A e i n am wm e ey e mw o r m m w ww  eh — b im S

o T T T e WD R M e e  —— n e o b A

2.555.64]

- S T W N M W WW T Y o — — o —

{Granls and allocatons $

936,509

for Girlt Scout

398,444,

@ Other program ssrnces

{Granls and allocations 3

i Tolal of Program Service Expenses (should equal me 44, column (B), program services)

19,163, 607.

BAA

TEEMIZ OHZ203

Form 990 (2002)



. ggﬂ Return of Organization Exempt From Income Tax 2001

{Under section 501{c), 527, :l 4347(3}(1) ot ihe Imernal Revanoe Code {except black teng

sneirt trost o2 private foundztion)

mn.-:.:'s:u P The czganszation may have 1o uss a copy of Bus retum Lo satsly siate reporimg raqueemants

A For the 2601 catendar yeas, orhun yeur period beghnning ~— JUL 1, 2001  sroendng JUN 30, 2002

B Checan Praase |€ Bame U organaation

© Employer ideniffication nomber

55 EAST STATE STREET

Lda-
o COLUMBUS SYMPHONY ORCHESTRA 31-6402408
Yee | stumber ana strset {or P O booxof rail 65 not dedvared 1o Street adoress) Room/suile |E Tetaphons numbes

614-228-9600

woma | Cily Df Town, State 01 country, and ZIP + &
COLUMBUS, OB 43215

F acomwgreno L) casn [ X | acerum
Ot

) GeEmp

i

phieie * Sectron 501 (c)3) organtzations and 4947{z){1) nonexetmpl tharitahls trusts Hand1 ars st appbeabls |0 sechon 527 organizabions

musi attach 3 complaind Schedule A (Form 990 or 990-E7)

H{a} 15 this a group retum for affiates? D Yos m No

6 Web ste b WWW . COLUMBUSSYMPHONY .COM Hib) It *Yes." enter pumber of atffates I

He) Arsal atliates mciuded? NJ/A C JYes L) Ne

& Organkation Wpe passoyon P 1] S01c){ 3 ) pemanrey [} 4847(a(t) or ] B27 (¥ ‘No,” attach a st )
K Chetkhem M 71 the organmalion’s gross recempts are pormaly not mote than $25 000 The | H{d) 15 this 2 separale relum fied by an or-
arganizahion nged net file 3 retumn with the (RS, but if the organizabin recevad a Form 990 Package ganoahen covered by 3 qroup fubng? :[ Yoz E I No

1 the mad, § should s 3 retum weihout financial data Some slates reqoire 2 comptela ralum 1  Enter 4dgh GEND
M Check 4 the oigamzation 15 not tequred 1o altach
L_Gress receipts Aod haes 6 80 b and 10b to fme 12 P 10,838,145, Sch B {Form 990 990-EZ, or 990-PF)
[Part 1] Revenuse, Expenses, and Changes in Net Assets or Fund Balances
% Coninbutons, gifts, grants, and Semstar amounts recenved
a Duect putinc supporl 1 4,632,151,
b Indirect pubbe suppon " 770,376.
¢ Govemment contnbulns {grants) 1t
0 Tolel (add bnes 1athrough 1c} .
{cash $ 5,402,527 . noncashy } 1d 5,402,527,
2 Program serace isvenue moludmg goverenent faes and contracts (rom Pad VIl Ims 93) 2 4,597,175,
8 Membershep duss a8 255955ments 3
4 inlerest on savings and lemporary Cash mvestments 4 169,322.
$  Dmndends and mizrest from secunires 3
&z Grost ents 62
b Less rental anpenses [ .
- ¢ Nat imial meorns or fless) {sublract Bine Bb trom bne 62} 5¢
2| 7  (rhermvestment mcome (descnbe B bl 7
§ B a Gross amount from sale of assels other {R) Sacurtes {B) Other
€ than mwenlory &
[ b Less costorother hases and sales expenses ]
% ¢ Guxnor floss) (altach scheduts) -]
~ 4 Net gasn or {loss] (combane e 8¢, calumns {A) and (B)} 89
[am] 8  Speculevents and acinviies {atach schedule) :
= 2 Gross mvanue {nol sncluding $ of contnbutions
= 1eporiad on kng 12) %
b Less duect axpnses othes than fundiamsing expenses | 8b
Q) ¢ Net mcome or {loss) from specral events (sublract ime 90 from ime Sa) 9%
qu 10 2  Gross sales of mventory, less rehurns and allowances
b Less costof goods soid =TT TN
€ Gross pratk of {ioss) from sales of smventory (altach scheduie) [sud MEoeAT ot AL ATy | 10e
oummm(rmranwmwa] 0 11 269,121,
_ B¢ MAY 18 Zﬂﬂ_g 12| 10,838,145.
3 pmmm(mmu column (8)) o B g.ggg,;gﬁ.
14 Managermest and gensral tom kny 44, colomn (C)) ’ = 14 z ;1 198,
.§ 15 fundrasmg {from e 44, codurm {D)) OGDEN, UT | 15 536,680.
16 Paymentsto athhates {atlach schedule) 16
137 _Tom 6 and 44, colums (A 17| 10,342,313,
18 Excess or (defics) for the yeas (sublract e 17 trom bne 12) 18 495,832,
;3 19 Netassals of fund batances st bagmning of yaar (from ko 73, cokimn {A)} 1 5,536,179.
20 Olherchanges m nMl 25sets or fund balances {aBach explanalion) SEE STATEMENT 1 2 <288,236.>
21 et assets or fund balances o1 end of year (combing nes 19,19 _and 20) 2 5,743,775.

e mmmnmummuum.munupammuud

FamM(zw!BD
11460512 796510 43896 2001.09010 COLUMBUS SYMPHONY ORCHESTRA 43896_ 1



Form 950 200 COLUMBUS SYMPHONY ORCHESTRA 31-6402408 Pape 2

WWW—WMW
[Part I} ] Functi nses  (4) ospanmzsiions and sachon 4347(a}1) nonexempl ehantabls brusts but opbonal tor ohars
b B0 b, 100, or 16 of Partl 1) Total o e () Fundrassmg

£2 Grants snd allocabons {atlach schedule)

cash § ) -]
23 Speci assslance (o tndraduals (sitach schedute) | 23
24 Benefis paud to o1 tor members {atlach schedule) |24 —
25 Compansabon of othcers, duectors, elc 28 202,810, 0. 202,810, 0.
28 Cther sahanes and wages 26| 7,281,085.] 6,744,972, 251,310, 284,803,
21 Pension plan contnbubons 27
28 Other employas beroetds Fi ]
29 Payroftaxes | 29
31 Accounion faes 3
2 tagaliees 32
33 Supphes 33 124,1690. 83,602, 39,135. 1,423.
S4 Telaphone 34 30,567. 30,567.
35 Poslape and shpping 33 102,420. 75,930, 7,429. 19,061.
36 Occupancy 36 338,461. 251,139, B7,322.
37 Equipment rental and mamisnancs k1l
38 Pnotmg and pubbcations 38 119,908. 119,%908.
30 Trawel 39 87,565, 64,817. 11,407. 11,341.
40 Cenlerences, convenbons, and meetmgs 40
41 Interesl [ 3]
42 Depracuabon, dsploton, el {atlach schedute) az 81,991. Bl1,991.
43 Othar sxpenses ool covered above (temms)

] 432

b

3

8

¢ _SEE S'TATEMENT 2 1,649,165.] 1,043,886. 547,227. 58,052,
&4 Teummmb-zzmmq

gu__-nmuss L I oury e 4| 10,342,313,| 8,546,435.4 1,259,198, 536,680C.
Jolnt Costs Gheck B [__] ttyou ars followang SOP 58-2
Ary any jont ¢osts from 3 combined educationat campagn and fundraising sohcialion reported m {B) Program services? » [ ves (X0
11*Yes,” entar () the sggregate amount of these jainl cosls § () the amaunt allocaled to Program senvces § .

11T} the amount aflocsted o Management and [Tk ] ,ang {w) the amount aftacated 1o Fondraising $
Part 11 { Statement of Program Service Accomplishments
Wnat = 1be arganmation’s primary exeropl purpose? P

'1‘0 PROVIDE MUSIC TO THE COLUMBUS COMMUNITY mg’“ﬂi‘g’“
D mnd et swempl puspose o cloar and m!“hmﬁdmmum—nuﬂm Parqurnd st B0V 00
that are hot mmwnmmmmnmmmmdunummdmu ) orge and 404THN)
Shoceboet T ot ) pusts bul opbonal for others )

a CLASSICAL CONCERT PROGRAMS THAT SERVED 74,613 PATRONS.

____ __{Granks and aBocations § | 4,252,784,
b PICNIC WITH THE POPS AND POPCORN POPS CONCERTS THAT
SERVED 57,352 PATRONS.

{Grants and ghocabons § 3y 1,301,873,
¢ POPS CONCERT PROGRAMS THAT SERVED 30,644 PATRONS.
_ {Grants and allocabong § ) 1,041,4%8.
d OPERA AND BALLET PERFORMANCES SERVING 77,688 PATRONS.
{Grants and affocabons $ ) 867,915.
@ _Olher program services (stiach schedula) STATEMENT 3 {Granis and alocations § 3 1,082,365.
f_Totalal m Servite Expenses (shouks equal ing 44, coturm {B). Progiam services} » B8,546,435.
73011 2 Fom 990 (2001)

new
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Exercise Two

This section contains Parts II and III of Form 990 for the
Columbus Zoo, the Columbus Symphony Orchestra, and COSI.
These sections convey important messages about how a nonprofit
directs its spending to focus on mission and priorities.

Part IT asks the nonprofit to allocate its spending among program
services, management, and fundraising. There are no sharp rules
on how this allocation should be done and there is substantial room
for judgment. The total spending among these categories conveys
a significant message that you should consider carefully.

Consider salaries and wages (line 26) and depreciation (line 42)
and how they are allocated by the Columbus Zoo, the Columbus
Symphony Orchestra, and COSI. Each takes a very different
approach in allocating these expenses, which affects the overall
picture of how total spending is allocated.

»> What messages do you see conveyed in the decisions
underlying the allocation of these two expense
categories for each of the organizations? What would
you have done differently?

> Look at Part IT in the Form 990 report for your
nonprofit. Does the message it conveys about spending
agree with your notion of mission and priorities? What
would you change in your report?

Part III provides an opportunity for the organization to send very
clear and focused messages about how its spending is linked to its
mission. This section can be blank, brief, neutral, or strongly self-
promoting. Once again, the three organizations show significant
differences in how they utilize this section to send messages about
how they link mission to money.

©2004 ALLEN PROCTOR CONSULTING, LLC Communicating — 6



Describe the differences among the organizations in
how they use Section II.

How does each organization claim to “link mission
to money?”

Which approach do you think is more informative?
Which approach does your nonprofit take in its

Part I1 filing? What would you change in your
nonprofit’s report?

vV VWV V¥V

©2004 ALLEN PROCTOR CONSULTING, LLC Communicating - 7



COLUMBUS ZOOLOGICAL PARK ASSOCIATION, INC 31-4390844

e D)are e for
(ESrLIL oo Buponses b oot oo 0 o B s o0 P
Do"g'b, 8b, 95, 105, o 18 el &T“ (%) Tolat ) Goam “ Mmg'mm {0} Fundraising

€2 Granis and abocalions (altach schedule) ’ -

cam § n$ 22
23 Specite assistance to individuats {attach schedule) | 23
24 Benedts paid 10 0f tor members {attach schadule) 3§24
25 Compensation of officers, directors, et 28 | 295,241. 0. 295,241, 0.
25 Dthersatanes and wages 26| 10,590,068. 10,518,477. 71,581.
27 Pension plaft coninbutions 27} 1,560,014.] 1,484,297, 75,717.
28 QOther empioyes benelis 28| 1,114,867.1 1,097,989, 16,878.
28 Payiolltaxes 29 453,186. 450,580. 2,606,
80 Prolessiona! handraismg fess | 20 377,421. 377,421.
31 Accounbing fees N 17,500. 17,500.
92 Legalless 32 165,615. 165,615.
34 Telephons 34 159,240. 159,240.
35 Poslage and smppmg 35 131,553. 84,875, 46,678.
30 Octupancy 38 1,02§,317. 1,026,317.
37 Equpment rentat and mamienance 37 231,085, 223,642. 7,443.
38 Pnnimg 2nd publications a8 151,761. 41,583. 110,178.
39 Travel 39 101,195, 58,095, 43,100.
40 Conferences, convenbons, and mesbngs .0 82,001. 82,001.
4 Interest L4l 257,638, 257,638B.
42 Deprecobon, deplebion, elc (attach schedule) 2| 3,857,263.] 3,857,263.
43 Dther expenses nol covered above (lemize)

a

]

[ 4

[

e SEE STATEMENT 4 o] 6,308,544.] 4,815,759. 330,328.] 1,162,457.
a4 0O & : w1318 (48| 27,709,776.] 24,981,538, 1,031,504.] 1,696,734.

Jolat cuu cn.u: > -p ttywm foliowwng SOR 93-2
Avs 3y yosmt costs 4om a combined educabonal campapn and fandraising sokctabion teported w (B) Progrm serices?
n'vcs.‘ enler (l) the aggregats amount of thess joint costs § , (1) the amount aliocaisd 1o Progrim sennces §

I} 0 Managsment and $ o210 (iv} the amount sfocaled to Fyrdrasng §
P, m Siatemant of Program Service Accompllshmems

P dves X

Whal s the omgantzation’s prmary exempt purposa? B SEE_STATEMENT 5
Pr nmSemu
Al OIpEnT et T Geacnbe thalr axempl p 2t concise Dvene Stat thi Nurtbet of tients served publicebons meved ste. Discus mhw et
schigvements that 929 ol mesoursbiy mwmmmmmwmmm st siso enier the o of grants and ) orgs , an0 43472}
ﬁnn-uwun} s byt eptional ke sthars )
a THE COLUMBUS ZOOLOGICAL BSSO_CIATION PROVIDES FOR THE
MAINTENANCE OF ANIMALS AND GARDENS FOR EDUCATION,
DPRESERVATION AND RESEARCH. ALL PROGRAM EXPENSES ARE IN
CONNECTION WITH THAT SERVICE. {Grants and afiocatins § )| 24,981,538.
b
{Grands ang socabons § ¥
L]
{Grants and altocalions § 1
d
_{Granis and aBocaiions § )
& Othes prograrn services {atlach stheduis) [Grauts 3nd aocabons $ |

£ _Total of Program Service Expenses {sthould equal bne 44 column (B} Program SEIVICES)
213011
2.0

» 24,981,538,
Form 990 (2002)

2



Form 990 (2002) Franklin County Historicat Society dba (051 Colunbus 31-4383802 Page 2
Partl | Statement of Functional Expenses Al orgamzations must ele column (A) Columns (B), (C), and (o; are

Jequred for section 501 (c)(3} and (4) orgaruzalions and sechon 4347(a)(1) nonexempt chanlable trusts but optional for others
O o e P wrow | Cungn | ORRE | o
22 Granis and aflocabions (att sch)
cash S
non-cash $ ) | 22
23  Speaht asustance to ndviduals (2 sch) 23
24 Benehis paud to or for members (att sch) 24
25 Compemsabuon of olfcers, directors, eic 3 296, 760 89,403 144, 604 62,753
26 Other salanes and wages 26 6,684, 781 5. 644,628, 666,637 . 373,516,
27 Pemsion plan conlribubions 2 243,271, 199,969. 28,219, 15,083
28 Other employee benehis 2 533,767. 433.318. 69,331. 31.118.
29 Payiol laxes 2 439,634. 416,044, 52,184 31,406
30 Professional fundrarsing fees 30 85,580. 0. 0. 85,580.
31 Accounbing fees kL] 52,935. 0. 52,935. 0.
32 Legal fees | 32 74.832. 0. 74,832. a.
33 Supplies 33 1,918,899, 1,827,553, 77.904. 13.442
34 Telephone 3a 101,735. 84,791. 10,790. 6,154
35 Postage and shipping 35 124,365. 105, 629. 13,582. 5,154,
36 Occupancy % 1,033,306 1,022,782. 10, 524 ]
37 Equpment remal and mamienance 7 1,104,189 1,103,585 604. 0
38 Pnntmg and pubhcations 38 61,316, 51,138, 0. 10,178,
39 Trave 39 58,217. 41,687, 10,707, 5,823
20 Conlerences, conventions, and mestings 40 36, 281. 29,842, 5,424. 1.015.
a1 Inlerest 41 96,621. 77,254, 0. 19,367,
42  Deprensation, deplehon, eic (shiach schedule) 42 5,975,825, 5,700,483 179,436, 95,906.
43 Oher expenses nt covered above (itemee)
a Qutside Services _ ___ _ 43a 813,941 646,629 100,718, 66,594
bMarketing_ __ _ ________ 43b 944, 320 928,834 0. 15,486.
c Other Exhibits __ ______ 43¢ 406,210, 406,210 0 0.
dMiscellaneous 43d 394,911. 353,828, 12,886. 28,197.
] 43e
44 Tolal funchonal "c;e;}ee'gu;ﬁa‘s ins-s‘g ?&" T
Orm e ey s vt ) % | 4a | 21,541.696. 19,163,607  1.511.317. 866, 772.
Joint Costs. Check "D 1f you are following SOP 98-2
Ase any joint costs from a comined educational campaign and fundraising solrcitalion reported 10 (B) Program sernces? “D Yes E No
i “Yas,” enter () the aggregate amount of these joinl costs $ . (i the amoun! allocated lo program services
, (i) the amount allocated lo management and general  § 3 and (v} the amount allocaled
to fundrmging 3 _ _
(Part Il | Statement of Program Service Accomplishments
mwat 15 the °’°""‘:..‘;§f3;; mbmwgn;wwse’ > .§9§m%¢3_e£;_ec.e t_lnt_;& through ha_ng:g 2{%:_' scovery R e cuats
organizahons g ex purpose aclneve n a clear 2 manner number 2) ongheazalions 8
N G A G L i M 3]
a Quality educational experiences for_guests - 514,704 guests experienced
€0SI_exhibits, planetarium,_and_programs, including Cap City Kids, ___.
workshops, school field trips, and other eveats _ ____ ____________.
(Grants and allocations $ 0 15,273,013,
b Inquiry Learning for Schools 15 a statewide science and math education program. ILS
provided strong teacher professional development and ynformal learning experaences for,
52.808 students and families 1n 3t r1sk schools while supporting National Scieace Standards
{Gramis and allocahons $ [ D) 2.555.641
¢ Community Outreach - (03] on Wheels demonstrators visited 305, 774 participants providing
‘hands-op learning experiences _ Electronic Education, through distance learning.
Treached 16,696 particypants_ Both provide science-themed activaties for all age levels
(Granig and allocabions $ 0 936, 509
a Camp-In provides_overmight learnming experiences, for 61cl Scout _____.
troops. that_umite people 1n_their guest to explore and learn about _ .
scrence.__In FY03, Camp-In served 19,051 partrCipants. . _______._._.
{Grants and silocations $ 0.) 398.444.
e Other progrem services (Grants and allocalions $ )
i_Tota) of Program Service Expenses (should equal hine 44, column (B), program Services) > 19,163,607,
BAA TEEAI02 012203 Form 990 (2002)



' COLUMBUS SYMPHONY ORCHESTRA 31-6402408  Pae?
F:omem of Al orgamizaions myst complate colunn {A) Cohumns m (Y. (G}, and (D) are requured for sechon S03(c}{3) and

- unctional nses _  (4) organations and sactwn 4947(a)(1) nonaxempl chantable trusts but ophional for others
D 20 100 o7 18 o Pt ] yead {A}Tolal ) Pno» = {D) Fundrarsing

22 Grants aad atlocations {2itach schedola)

cmb § % 2
23 Speuhc sssislance to mdvaduals {attach schedule) | 23
24 Benefils pad to o1 lo: marmbers {altach schedule) | 24
25 Compensabon of ofticers, direciors, etc 5 202,810, 0. 202,810, 0.
26 Ownet satanes and wapes sl 7,281,085.] 6,744,972, 251,310. 284,803,
27 Penson phan contnbubons 7
28 Other employes beaetts 23
29 Payioltaxes 20
A Professionz fundratsing taes 30 324,181. 162,181, 162,000,
31 Accounting faes Ka
32 Legalters 32 o
33 Supphes 33 124,160. 83,602. 39,135. 1,423.
34 Telsphone 34 30,567. 30,567.
35 Poslage and shapping 35 102,420. 75,930, 7,429. 19,061.
38 Occupancy 338,461. 251,139, 87,322,
37 Equiprnent sentad and mannlonance r
38 Pnning and pubicabions 38 119,908. 119,908.
30 Tawd 39 87,565. 64,817, 11,407, 11,341.
4D Conlerences, camventions, and meetings 140
41 Interest 11
42 Depiscubion, Gapiehon, et {aitach stheduls) a2 BL,981. 81,991.
43  Other expenses ndl coversd above (damae)

1 32

b 43|

c 43¢]

8 434

» SEE STATEMENT 2 la3e] 1,649,165.] 1,043,886. 547,227, 58,052,
a4 rmmwmh-nmq

- trr el B Sy 4| 10,342,313, 8,546,435.] 1,253, 198. 536,680.
Jolnt Costs Check B [ dyou are Sollowing S0P 98-2
Ase any joint costs rom a combined educabonal campaign and fundraising Solicitation reporied m () Program services? [ 1ves (X no
1 ™Yes." anter i) \he spgregate amount of these joind costs $ () the amount alocated I Program sernces §

1) tne amount sllocsted 10 Man and gengral § . ang {w) Ihe amount aBocated to Fundrarsing §
Part fii | Stetement of Program Service Accomplishments

What rs the organizaboa’s prnary exempl purpose? P

TO PROVIDE MUSIC TO THB COLUMBUS COMMUNITY Pro ’3'“5""“

Mwmmmm ranng Blaty iee pamber of Chants pervedt Pubhtadons maved, sic Discuss P — mm“
Hhad e aot mm\mmnmummwmmmmumuudmn 9 orgs and 4DATaY)

SAOCotons 10 e ) tusts b opbonal for cOvers )

a CLASSICAL CONCERT PROGRAMS THAT SERVED 74,613 PATRONS.

. {Grants and afocabons $ b 4,252,784,
b PICNIC WITH THE POPS AND POPCORN POPS CONCERTS THAT
SERVED 57,352 PATRONS.

ﬁ {Geants ang aNiocatons § | 1,301,873,
& POPS CONCERT PROGRAMS THAT SERVED 30,644 PATRONS.

{Geants and allocations § )| 1,041,498,
d OPERA AND BALLET PERFORMANCES SERVING 77,688 PATRONS.

{Grants and aBocabons $ ) 867,915,
@ _Other program services {attach schedule) STATEMENT 3 {Grants ang atiocstions $ ) 1,082,365,
f_Tolal of Program Servies Expenses (should equal iny 44, coma (B). Programm sences) » 8,546,435,
Bt 2 Form 990 (2001}

ot-R|
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Exercise Three

Users of the IRS Form 990 often look at Section V to see how
much the top officers are paid and how much time the officers and
board members devote to the organization. This is an extremely
sensitive section; however, it is public information so it is best to
think carefully about who is included on this list and how many
hours you report for each person.

You are required to report all board members and your senior staff.
The form provides room for only nine entries in Part V, and the
remaining individuals are reported in “Statements” which come at
the end of the report. Many readers will not take the time to find
the Statements at the end, so you should consider carefully the nine
entries that are easy for a reader to find.

Once again, the Columbus Zoo, COSI, and the Columbus
Symphony Orchestra take very different approaches to this part
of the report.

> What messages are implicitly sent by each organization
regarding the time and effort its board devotes to
its work?

> What messages are implicitly sent by each organization

regarding which persons are most important to the
organization? How is that message sent?

> How do you react to the divergent number of entries in
Part V across the three organizations?
> How has your organization utilized Part V and its

related Statement? What message are you implicitly
sending? Do you agree with that message? What
would you change in your next report?
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DANIEL HART EXECUTIVE DIRECTOR
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LINDA 5. KASS TRUSTEE
55 EAST STATE STREET 0 0. 0. 0.
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ROBERT FIRDMAN TRUSTEE
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COLUMBUS, OHIO 43215



Chapter 18

Communicating to
Your Constituencies

One of the themes that I hope has been clear throughout these conversadons
is that finances are just another language to use to communicate your organization’s
goals, priorities, and activities. I have talked about how strategic plans and mult-year
financial plans can help the board sustain the organization’s mission, and I have talked
about how your organization can build a budget in a way that steadily advances that
mission. I have also discussed how the board can use financial reporting to help it stay
out of micromanagement, while still monitoring closely how well its priorites are
being executed. The various roles that board and staff need to fulfill and how those
roles may need to adapt to crises and difficult times have also been discussed.

These conversations so far have been very focused on using financial information
to enhance communication between the staff and board. It’s now time to talk about
using financial information to tell your organization’s story to the outside world. Once
again, I hope to convince you that it is in the organization’s interest to broadcast its
financial situaton openly and roudnely. This notion goes against the grain for many
people. When times are great they like to brag about surpluses, but when times are
tough they withdraw. This situation is akin to the student who wouldn’t go to her
professor’s office hours until she had mastered the material well enough to “ask good
questions.” A good chance for helpful support was foregone. Similarly, many organ-
izations veil their financial challenges unless they are forced to reveal them in capital
campaigns or when newspaper headlines put them on the defensive.

If you have followed the advice in the prior conversations, you will have already
established a clear mission and goals, well-articulated priorities, and a self-confidence
that your money and your actions are consistent in their focus. You will be on top
of problems and even be prepared to anticipate problems well in advance of crisis.
This ability will put you in a better sitvation than the majority of nonprofits. Clearly
explaining your revenue and expense developments, your budget sitnation, and your
overall financial condition is to your advantage.

You should not view communicating this informaton to outsiders as a threat
to your independence, reputation, or fundraising capabilities. I encourage you to be
optimistic that people will be more willing to help if they know your mission and
your financial condition and see that you are knowledgeable and forthcoming in
your communication.
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This is an act of courage because human nature tends to recoil at the
suggesdon of adverdsing problems, viewing it as a sign of weakness. But remember,
you are a nonprofit, an organization that is committed to fulfilling a service that your
community needs and no one else is providing. You already have the benefit of the
doubt by the very existence of your nonprofit status. People already believe you are
doing something that no one else has been doing or has been able to do! That reflects
strength, not weakness; conviction, not reticence; generosity, not selfishness; personal
commitment, not passing the buck. Every one of your constituents, whether a donor,
a staff member, or a service recipient, has a stake in the financial health and future
of your organization. You owe them open, objective, and understandable information.
Each of them has particular needs and concerns which should be addressed in your
communication. Let’s go through each of them and see what they may want to know.

Donors

Let’s start with the group you may be most nervous about, your donors and
grantors. Trust me, donors and grantors are constantly faced with requests by “needy”
organizations. While you may see their resources as limitless, they most likely get
annual requests that far exceed their financial capabilities. They will always consider
whether their gifts are being used effectively and with good results. In previous
conversations we talked a good deal about producing reports to let the board know
about the mission focus and effectiveness of the organization’s spending. Share that
information with your donors and grantors!

Sharing informadon means producing financial information in the context of
your community’s needs, your mission to fulfill those needs, your goals and priorides
in directing the use of funds, and your assessment and measurement of your achieve-
ments. Simply mailing an annual financial report or a federal nonprofit tax return does
not meet these criteria! If the board is best served by narrative reports with supporting
numbers, you can be confident that your donors and grantors feel the same way. Give
them the context for interpreting your numbers: need, mission, goals, priorities, and
accomplishments. Not only will that make the numbers more understandable, it will
also help remind them which of the dozens or thousands of requestors you are!

They are very likely to react extremely positively to your open outreach. First,
the fact that you know and assemble that package of information tells them that you
are as concerned about the effective use of their money (indeed, all your organization’s
money) as they are. Second, your information provides a very effective tool for your
advocates on the staff of the donor or grantor. For large donor or grantor organiza-
tions or government agencies, there is generally at least one staff member who is your
advocate. Their job is to try to get funds allocated to the applicants they support. In
other words, their interests are aligned with yours: they “succeed” if funds are granted
to you. Giving them information that is objective, complete, and understandable gives
them a strong argument that funds allocated to you will be used effectively.
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While individual major donors may not have staffs to review applications, they
too are usually bombarded with requests and will be most appreciative of your ability
to both explain and document your revenue and expense developments, your budget
situation, and your overall financial condition in a concise and non-technical manner.
What better proof of good management than a board that has a command of what
is going on? And your emphasis on strategic directon and oversight, rather than
on micromanagement, is the same emphasis a donor will have, so your approach
to financial management as a board member has strengthened your effectiveness
as a fundraiser!

My message of openness concerning your financial situation extends directly
into the grant application process as well. Don’t be reluctant to claim that you are
needy at the same time you are pointing out that you have acted responsibly to sustain
your mission by accumulating reserves, endowment, or cash balances. Why would you
be asking for money, or why would you be a nonprofit in the first place, if you weren’t
in need of donated funds? Donors and grantors will assume you are needy, and they
will likely be even more inclined to support you if you in turn have tended to your
financial health.

You should already have information produced by the staff that objectively
(and persuasively, of course) lets you know what your organization’s needs truly are
(“more is better” is not an appropriate or acceptable answer.) You should share that
information with donors. Don’t spin or edit the informadon. Donors will decide
themselves whether you are more needy than other requesting organizations, so you
are best off showing them the same information that you see. Providing that same
format, that same document that you regularly see will enhance the impression that
you are telling it like it is: no varnish, no spin, and no skeletons in the closet.

Staff

While you may see them regularly, you should not assume that the staff of your
organization knows as much about mission, priorides, and sustainability as the board
knows. It is quite possible that your positive, sustainable, swrategic perspective is hard
for staff to see given their daily experience of limitless demands for services.

The staff likely sees every day where resources are not adequate, where quality is
not where it should be, and where services have to be denied even to deserving clients.
They want to believe that they are getting as much support as possible; they want to
believe that the board is as committed to this enterprise as they are. After all, they
have staked their jobs and livelihoods on this enterprise and they see the board as
just volunteers (albeit powerful ones) who come to meetings periodically.
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In many ways, because staff has more at stake than the board, they deserve to
know what’s going on even more than the board deserves to know. Yet ironically most
staff don’t see the reports and materials that you see. Most likely, your organization is
in the everyday situation in which the staff, the people with the greatest stake in the
financial health of the organization, has the least information about that financial
health. This can often be the source of morale problems. If gossip and the water cooler
are the main source of information about the ongoing health of the organization, how
could the news possibly be good? Let them know the organization’s story too: what it
is able to do, what its finances are, and how it is doing as much as its finances allow.
Have the executive director talk about this in newsletters and staff meetings. Open
board meetings and memos from the board are also possible ways to convey this
information. If you worry that the information will discourage the staff, you can be
sure that the ramor mill has gone well beyond what the facts warrant. Tell them;
they have a greater right to know than you do.

Clients and patrons

Your organization’ clients or patrons are just as needful of information about
your financial health. This is especially so for social services organizations, which are
the most likely to face the struggle of limitless need in the face of finite resources.
Your clients need your help and oftentimes you will be in the uncomfortable position
of limiting or denying them services or relegating them to a waiting list. Your clients
want to believe that you are tying to help them, even if they have to hear “no” more
often than you or they wish.

Let them know the same story: what you are able to do, what your finances

are, and how you are doing as much as your finances allow. If I have convinced you
that long term sustainability should be the foundation of your strategic planning and
decision-making, then you will be determining the service level you can provide based
on the service level you believe you can reliably sustain. Explain this to your clients
and patrons. Posters, notices, or regular messages for your client contact staff to
convey are all possible means of communicating your mission and your plan to sustain
it. By doing so, you will be encouraging your client community that their time will
come if they are currently on waiting lists or receiving only part of the services you
want them to have. At the very least, you will have shown that you believe their
opinions are worthy of your attention and response. If you don’t reach out to your
client or patron community, they may conclude that you are limiting your services
because you aren’t committed to them or to your mission.
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The media

The underlying message here is that you can’t lose by directly communicating
to your natural constituents: your donors, grantors, staff, and clients or patrons.

If they don’t hear the information directly from you, they will guess; and they may
guess wrong. You gain nothing by limiting your financial communication. You have
a mission, why not let them know? You have priorities that are consistent with your
mission and for which you have approved specific initatives and allocated specific
dollars; why not let them know? You know what you accomplished in the past year
and you can substantiate it with good, hard numbers; why not let them know?

But not all audiences are natural constituencies and direct communication has its
limits. Communicating with the broader community is probably practical only through
the news media and through news reporters. News reporters can be helpful or harmful
to your organization. By telling your story in their own words, thereby lending a third
party credibility, they can be enormously helpful. They can be harmful by getting your
story wrong, eroding your credibility, or by reporting on problems in your organiza-
ton with which you are not already currently dealing. Perhaps because of my many
years spent in media-saturated New York City, I think reporters have a remendous
potential to help you share your message. Most potental damage from media
coverage is fundamentally up to you and your own performance and initiative.

Let me first state the obvious: there are good and bad reporters. Good reporters
are responsible and they want to get a story right. They are the reporters with whom
you need to become comfortable. Bad reporters are not responsible and don’t care
what the facts are. Unfortunately, you will encounter both, but your organization
should deal only with the good reporters and refuse to deal with the bad. If a reporter
is not likely to be objective or fair to your organization, someone on the board should
promptly contact the editor directly to lay out your concerns, making it clear you are
talking about the choice of reporter, not about the decision to write 2 story about your
organization. Pay attention to bylines and talk with your fellow board members and
civic leaders and you will soon form a good sense of which reporters are “good”:
responsible and objective. Public relations professionals in your area will be able to
identify those reporters easily and can often be helpful in ensuring that the reporters
handling your story will be good ones.

Good reporters want their stories to be right. But don’t blame the reporters if
you don’t like the headline. Most reporters do not get to write their own headlines—
that’s the editor’s job—and they often end up seeing the headlines at the same time
you do. They can be just as unhappy with the headlines as you, sometimes even more
so. Reporters do write the story, including the most important line, the lead. Although
good reporters are not going to serve as your public relations agency, they will form
their opinions based on a fair hearing of your facts and interpretation. View an
interview with a reporter as an opportunity to tell your story. The board should
choose one person, such as the executive director or the president of the board, to
be the primary point of contact with reporters. Be sure that person provides facts to
bolster your organization’s story and be sure that all facts can be verified from publicly
available documents. A responsible reporter cannot take your spokesperson at his or
her word no matter how respectable and honorable they are.
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Let’s talk for a moment as if you are the board’s chosen spokesperson. I you
are wise, you will have already assembled the necessary facts to support your views
and interpretations. If you are prepared, have good data to support your statements,
and have a coherent story to tell, the reporter will see you as a reliable source and
maybe your story will become his story. Whether this occurs will depend on how
well other information sources agree with what you have said and whether they
validate your data. If your organization has been communicating your information
and story regularly and openly with your constituencies, there will be plenty of sources
who will have looked at the same data as you have and come to the same conclusions
you have. The corroboration they will provide to the reporter will add further
credibility to your version of your story.

On the other hand, if you as the spokesperson come across as defensive, provide
vague answers, or don’t appear open and forthcoming, you can be sure the reporter’s
story will not be your story. The reporter will have to produce the story without you,
and therefore may not get it right. Worse, the reporter may be so suspicious of your
reticence that he will conclude that you have no credibility and that whatever you say
must be wrong or misleading. This unfortunate outcome is completely within your
control.

Say what you know, acknowledge what you don’t, and never guess or
hypothesize. Offer to get back to the reporter with responses for any unanswered
question. Remember, the most credible story is one that comes under the byline of
a reporter. If you know what you are talking about and have something meaningful
to say, reporters can be an important ally in getdng your story out to the broad
community, whether it is abont how well things are going or about how you are
acknowledging and getting your arms around your organization’s troubles.

The Internal Revenue Service

Regardless of your communications with donors, staff, clients, or reporters,
there are two publicly available documents that you are legally required to produce,
so you should approach them zs external communication opportunities to portray both
fact and image to the public. When the IRS gave your organization your nonprofit
certification it imposed the requirement that you file an annual disclosure statement
called a Form 990, 2 sample of which is found on page 89.

The IRS Form 990 is rapidly becoming the primary source of factual financial
and nonfinancial information about a nonprofit because these forms are generally
available on the internet. The form provides a standardized (though not perfect) way
to present the latest information about a nonprofit. It requires the filer to distinguish
between program-related expenses and other expenses. It requires the nonprofit to
list the names of its board members and officers as well as the amount of time devoted
by each to the organization and any compensation, benefits, and expense reimburse-
ments paid to each of them. It also requires disclosure of the compensation paid to
the organization’s five highest paid employees and to its five highest paid independent
contractors for professional services. It asks you to state the mission of your organiza-
tion and what you have done (and spent) in that year to accomplish your mission.
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Finally, it requires you to list your major contributors and the amounts given (though
the names of your contributors are not publicly released.) This amounts to pretty
major disclosure. And it offers your organization a significant opportunity to demon-
strate that you know your mission, have identified clear initiatives to accomplish that
mission, and have allocated resources according to priorities. An excellent description
by Andrew Lang of the communication opportunities presented by the IRS Form 990
is found in the references at the end of this book.

Sadly, most boards have never seen their organization’s IRS Form 990, let
alone taken an active role in ensuring that their story is clearly and accurately told
through this form. Pay attendon to your Form 990 before it is filed. I can assure
you that potential donors, foundations, oversight agencies, and reporters will pay
attention to it. If you wish to see Form 990s for nonprofits in your area, log
onto www.guidestar.org to view the filing of any nonprofit in the United States,
including yours.

The outside auditor

The second publicly available document that you are legally required to produce,
unless you are a very small nonprofit, is a financial statement audited annually by an
outside accounting firm. Annual audited statements are often required if you receive
monies from government agencies or certain foundations. Even if you aren’t required
to hire an outside auditor, it is a very good idea to do so, and it is money well spent.

We discussed in an earlier chapter the fact that the audited financial statement is
fast becoming more arcane and less useful to board members and other users. Even so,
it is still widely considered to be the primary, publicly available, financial report of an
organization. It is fine if you choose to distribute your audited financial statement to
donors and other interested partdes, but don’t confuse such a mailing with the financial
communication we discussed previously. Mailing the financial report (or the IRS Form
990) is a nice gesture, but it is not likely to be an effective way to communicate to the
vast majority of your constituents.

More importantly, the board must devote part of one of its meetings each year to
the acceptance of the audited financial report. Because of this duty, it is important that
board members figure out how to use the meeting with the outside auditor construc-
tvely, despite its arcane nature.

The annual audit meeting is an opportunity for you to have the confidential
advice of an outside financial expert, your auditor. The purpose of formally meeting
is so that the auditor can report on what issues were encountered, if any, in reviewing
the financial statements the staff has prepared. You will almost always get a dlean opin-
ion, meaning that the auditor has no hesitation in saying that your financial statements
present a fair picture of your financial condidon, This is a pretty low hurdle to climb
over, so | always look for more when I meet with the auditor. If your organization
doesn’t receive a clean opinion, you must probe very deeply to be certain you know,
and are comfortable with, the quality of the information you are receiving from the
staff and that your organization’s financial health is acceptable. Since a clean opinion
is the normal outcome, not having such an opinion can have very adverse conse-
quences on your organization’s ability to raise or borrow funds, and by extension
to sustain your mission.
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I urge you to view this meeting as your annual “stupid queston” tutorial.

Don’t let the financial gurus on your board intimidate you. It is the duty of a# board
members to know the fiscal shape of the organization. The board should meet with the
auditor and use that meetng as an opportunity to learn the “story” your auditor sees
from the close examination of your books. Ask the auditor to compare this year with
prior years and ask the auditor how the financial situation compares with what the
auditor sees in its other clients. Don't let the audit meeting become technical and
uninteresting; rather approach the meeting proactively and engage all board members
in a probing discussion of the effectiveness and health of your organization with an
informed, sympathetic, but objective professional.

Everyone on the board should receive at least two documents from the auditor
before this meeting: the audited financial statements and the management letter (there
are other “representation” letters, but they concern only the audit committee.) Many
staff don’t like management letters and many auditors won’t write a management letter
unless specifically asked. The purpose of a management letter is for the auditor to step
away from the formalities of the auditing format and pinpoint for you all the things
that concerned the auditor about your internal controls and management procedures,
but which didn’t rise to the level of formal findings, which are bad news. In other
words, this is the stuff you really want to know about. Insist that before the meeting
the staff write and distribute to the board and the auditor a response to each manage-
ment comment that identifies a timetable to address each concern.

You don’t need to study the management letter and response in detail before-
hand; the important process is for the board to hear the staff and auditor go through
the letter and responses together in your presence. Don’t let the staff dismiss the

comments as trivial: icebergs nsually show only their tips, Make staff prove the
comment is trivial by addressing it expeditiously. Make sure you find out from the
auditor every suggestion he has.

The last parts of every audit meeting should be two private sessions: between
the board, executive director, and auditor with no other staff present, and then
between the board and external auditor with the executive director absent as well.
Ask the auditor these questions in whichever session you deem most appropriate:
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These questions may seem odd or awkward and the answers boring, but
believe me, someday you may tease out some news early on that will help you to
make some timely decisions that will sustain your mission for many years to come.
Communicating your financial plans and condition with your six key
constituencies—donors, staff, clients or patrons, media, IRS, and auditor—can
be a useful tool to advance, support, and sustain your mission. Just the process of
preparing to communicate can help you clarify the organizaton’s goals and priorities,
hopes and challenges, and needs and available resources. When you tell your organiza-
don’s story, you will feel more confident, committed, and engaged in your role as a
board member.
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Sustaining Your Mission Through Adversity

a. Issues and Puzzles
b. Key Points to Remember
c. Exercises

d. Excerpt from Linking Mission to Money

©2004 ALLEN PROCTOR CONSULTING, LLC  Sustaining Through Adversity — 1



a. Issues and Puzzles

 Is it unavoidable that nonprofits are in crisis and suffer
cutbacks when the economy slows?

» Can we ever have an endowment big enough to shield us
from tough times?

* I regularly see nonprofits that receive clean audit opinions yet
still have financial crises that catch the board by surprise.
What more is a board supposed to do?
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b. Key Points to Remember

1. The best way to survive adversity is to constantly be on
the lookout for internal as well as external problems as
they emerge.

2. Poor program execution can cause as much difficulty as
financial problems.

3. Every board meeting should scrutinize at least four areas
to safeguard the organization from problems of its
own creation:

i. The board’s annual priorities are commanding most
of the executive director’s time and attention.

ii. Key activities continue in the way you expected and on
the timetable you expected.

iii.No significant bills have been received but not paid
by the end of the same month; taxes, insurance,
and pension contributions have been paid in full and
on time.

iv. Looking at the next several months, there is sufficient
cash available for operations and significant anticipated
receipts (e.g., major pledge and grant payments) are
being regularly monitored.
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4. To safeguard the organization from problems outside its own
control, you need to set aside enough cash to protect against a
prolonged drop in revenues:

i. Surviving a revenue drop requires that you run a budget
surplus in normal times.

11. Endowments are not as useful as cash reserves in
weathering a drop in revenues.
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c. Exercise

Step One: Understand what sustaining your mission may cost
over the next five years, and evaluate what factors may cause
your revenues to rise and fall.

Being able to sustain your mission through adversity requires you
to plan for adversity. Prepare a five-year plan. It is not important
how sophisticated or “accurate” your plan is. First, estimate what
it may cost over each of the next five years to sustain your mission.
Second, estimate how your revenues may grow or decline over the
next five years. Assume that a recession or a significant adverse
event occurs before the end of the five-year period.

The illustration on the next page shows, in an exaggerated fashion,
a typical five-year plan. Sustaining the mission for this
organization requires supporting inflationary growth in costs for
a stable set of programs, as shown by the straight line that moves
upward to the right. In contrast the revenues of this organization
are expected to grow during economic expansions and to decline
during economic recessions. Typical examples of revenues that
grow and decline or stagnate with the economy are fees or
admissions, individual and corporate gifts, and, unfortunately,
endowment revenues. Foundation or government support or
grants may or may not change with the economy depending on
the particular programs involved.

If you are not comfortable in predicting an economic recession, it
may be helpful instead to think of this exercise as planning for an
unexpected adverse sequence of events. You need not pick a
particular set of events in order to plan properly. Adversity could
occur through a sudden loss of key employees that affects your
ability to deliver services or attract revenues. It could occur
through a sudden discovery that taxes or invoices have not been
paid. It also could occur through legal judgments, thefts,
vandalism, fire, or other natural events.
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The illustration below represents an organization that had rapidly
growing revenues from 1995 through 1999 and declining revenues
from 2000 through 2004. Its goal of sustaining its mission is
represented by steady expenditures keeping up with inflation.

Revenues
Dollars

Expenditures

1995-1999
2000-2004

Operating surpluses ~ Operating deficits

Years
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Step Two: Review the benefit and feasibility of several options
that would enable you to sustain your mission through a
recession.

Discuss the implications for sustaining your mission in 2000-2004
if you had taken the following actions during 1995-1999:

1. You used your budget surplus to expand services
or programming.

2. You ran a budget surplus to build your endowment.
3. You ran a budget surplus through building restricted gifts.

4. You ran a budget surplus by building unrestricted cash or
board designated reserves.

Step Three: Choose one or more options to provide your
organization with increased capability to sustain your mission
through adversity.

Which options are available to your nonprofit to build some
cushion against future adversity?

What choices will you have to make in order to make those options
feasible for your nonprofit?

If you do not believe any of these options are feasible, how will
your organization likely have to react if your financial situation
deteriorates in the future?
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Chapter 13

Four Priorities for
Regular Board Discussion

"The combination of effective reporting by the staff and probing questioning
by the board is the best method to keep on top of the budget during the year and to
make sure that emerging problems are flagged without your having to get involved in
operational micromanagement. Now it’s time to talk about the most important items
you need to stay on top of if you are to fulfill your role as a board member.
Remember, your job is to make sure of four things:

1. Your top priorities and initiatives are a major focus of the executive
director’s time and attention.

2. Key activities or initiatives in the budget are occurring in the way and
on the schedule that the budget anticipated.

3. No significant bills have been received but not paid by the end of the
month (payables), including payroll taxes, unemployment insurance,
workers compensation, and retirement contributions that are owed.

4. You have sufficient cash available now and for the next few months,
and no major events could possibly occur in the coming months to
make you unable to pay future bills on time (including payment to you
of major pledges, grants, and other “receivables.”)

These four points represent the source of most organizational failures, yet they
are relatively easy to track. It may be hard to believe that your job can boil down to so
few things, or that you need to pay less attention to all the other things, so let’s delve
a bit deeper.

To begin with, the disruptons of everyday management can easily distract
staff and board from their mission and from the priorities designated by the board
to achieve that mission. But the board— by its more periodic and strategic attention
to the organization—can in many circumstances be better equipped to maintain focus
on priorities than the operationally focused staff.

Next, slippage of key programs or initiatives can harm constituents, mislead
donors, violate grant requirements, or erode goodwill. There is always a reason for
something to slip. The board needs to be on top of this so that remediation can occur
and course corrections can be made. If the staff is overcommitted, the board needs to
recognize this and rearrange priorities and commitments in a way that is positive and
helps the staff to keep the highest priorides on track.
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The third point illustrates that juggling is the name of the game in daily
management. But juggling, however well-intentioned, can go too far. A well-
intentioned but disastrous example of juggling is the gradual putting off of paying
some bills in order to pay more pressing bills: the payroll is paid but the withholding
taxes don’t get sent to the IRS; the screaming vendor gets paid but the insurance
premium doesn’t, and so on. And while the board shouldn’t micromanage, the
financial report should routinely include how many and which bills weren’t paid at
the end of each month (payables) and how long those bills have remained unpaid
(“aged payables.”) This list most often will not be large, but it is critical for the board
to be sure that the list isn’t growing from month to month and that the organization
isn’t being put at risk by any of the delayed payments. If either situation is occurring,
stop the meeting and have a calm, reasoned discussion of how and when these
payments are going to get back on track. You may have to conclude that some
activities—maybe even some of your top priorities—need to be canceled or scaled
back in order to allow you to catch up or stay current with your bills.

Lastly, the fourth objective points to the tripwire of crisis: running out of cash.
Every month the financial report should include a narrative and some key numbers so
you know the amount of cash that is readily available and are able to have a discussion
with staff to identfy possible future events that could potentially jeopardize your
operations.

If any of these issues seem likely or significant, make sure steps are taken
before your next meeting to give you better assurance that the cash will be received
when expected.

Again, if so, make sure steps are taken before your next meeting to accumulate
enough cash in advance so that payment can be made on time without pushing back
payment of other, less critical bills.

Cash versus accrual accounting

These four discussion items count money in two different ways, which we call
cash basis and accrual basis. Each has advantages and disadvantages. Cash is concrete;
you either have it or you don’t. In contrast, accrual accounting requires some estimat-
ing, it can be subjectve, and it involves making some guesses. For example, accrual
accounting records a pledge as a revenue and asks the staff to estimate how much of
that pledge will be paid and when. Alternatively, cash accounting records a pledge as
a revenue only when it is actually paid. It is good to know what pledges you have, but
you can’t pay bills with pledges. At the same time, accrual accounting records all bills
as expenses when you receive the bills, while cash accounting doesn’t record any
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expense until the bill is paid. When bills pile up unpaid, accrual accounting will tell
you about the pile while cash accounting will not. So in a very simplified sense, you
can think of cash accounting as a concrete report on today (checks received against
pledges and checks sent out to pay bills) and accrual accounting as an estimate of your
fature (checks still to be received against pledges and bills still waiting to be paid).

Accrual accounting rules and reports can easily be confusing. For example,
consider fundraising pledges. Once you receive a pledge card, accrual accounting
records the pledge as a revenue called a “receivable.” There is no change in assets
on an accrual basis when that pledge is paid to you in cash. And this pledge can stay
on your accrual books for a year or so untl your staff reluctandy concludes that the
pledge will not be honored. If that happens, accrual accounting “writes off” the pledge,
reduces your receivables, lowers your current year revenues, and shows a budget deficit
on your accrual books. Using a cash basis that pledge would have been meaningless
financially untl it was honored, and you would have based no spending on the
presumption that the pledge would be honored.

Considenng these pluses and minuses, neither method of accounting should
be ignored. The financial reports that are most commonly prepared follow Generally
Accepted Accounting Principles (GAAP)) which require accrual basis accounting. As a
consequence, the financial reports you would normally receive would likely use accrual
accounting. Unfortunately, accrual accounting reports can be especially confusing
when you are trying to use them to evaluate monthly budget results.

1 suggest that you consider preparing your budget on a cash basis and track
monthly revenues and expenses on a cash basis for your board reports. I place this
emphasis on cash because your annual financial report and audit should guarantee that
you receive a good accrual reading by experts every year, and it is crucial for the board
to have information on finances that can be readily understood by both the generalists
and the specialists on the board. This will require additional work by the organization’s
financial staff, but the extra effort will help the board to make informed decisions and
effectively monitor its priorities. Having multiple ways of tracking finances is not
unusual. For example, for-profit companies routinely have at least two ways of tracking
their finances since tax accounting and financial accounting can differ markedly.

Accrual accounting is a complex and sophisticated system for estimating the
financial condition of your organization, but you as a board member need reports
that tell you about execution of your budget priorities in straightforward terms. I suggest
cash for your monthly budget reports because most crises emerge as cash problems,
and cash reports can be more easily used to identify cash problems. Regardless of the

confidence you have in the staff to make good accrual estimates, cash is a fact that you
can and should know.

54 Chapter 13: Four Priorities for Regular Board Discussion



"The top priorities for regular board discussion require information from a
diverse set of sources that cannot be satisfied by cash or accrual statements alone:

You should focus on receiving the information you need in the form that is
easiest for you to use and understand. Leave the complexity of accrual financial
statements to the staff and, if your board is large enough, to the finance and audit
committee(s).
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Resources

1. How to order Linking Mission to Money
2. Selected references

3. Reprint “Consultant urges boards to master finances”
The Columbus Dispatch November 10, 2004

4. Reprint “Fixing accounting isn’t enough to deter
scandals; heed the nonprofits” The Columbus Dispatch
July 24, 2002

5. How to access the Guidestar database of nonprofit filings
of IRS Form 990

6. IRS Form 990 and selected pages from Schedules A and B
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LINKING MISSION TO MONEY

Finance for Nonprofit Board Members

Table of Contents
SectionI;  Planning and Priorities
Section II:  Building a Mission-Focused Budget
Section III: Using Your Board Meetings Effectively
Section IV: Sustaining Mission through Adversity
Section V: Communication
Glossary
Selected References

Critical Praise for Linking Mission to Money

“Proctor provides trustees with advice for participating in the financial management of a nonprofit group without
becoming overwhelmed by financial statements and other minutiae.”
Chronicle of Philanthropy

“The book offers tips on how to review an organization’s priorities, how to better match the budget to those
priorities, how to make sure the money is spent properly, and how to prepare for bad financial times.”
The Columbus Dispaich

“Proctor's demystifying book is important, and he argues powerfully that while budgets, projections, and fiscal
prudence are essential, we must never forget the higher aspirations of our institutions."
Professor Jeremy Knowles, Harvard University, Formerly Dean, Faculty of Arts and Sciences

“Allen Proctor has provided the new and experienced board member with a treasure trove of insights on
overseeing the financial processes of nonprofit institutions. A must read for anyone interested in improving
governance in the nonprofit sector!”

Len Schlesinger, Vice Chairman - Limited Brands

"Linking Mission to Money is an indispensable guide on how to make budgets and other financial tools work for
nonprofit organizations. Allen Proctor has done a wonderful job of describing how to link budget decisions to
organizational goals. It is easy to understand, accurate, and complete.”

William J. Shkurti, Senior Vice President for Business and Finance, The Ohio State University.

Order Form

Name: Company;
Street City State Zip
Linking Mission to Money copiesat$l6each ......coeveninniiiiiiiinninnnis $
copies at $12 each (orders of 10 or more) .....$
Shipping copies at $1 each (50 cents for 10 or more) ....$
0 PP SPUSUTTPN 5

Please make checks payable to The Jefferson Center, the parent organization of the Academy for Leadership and
Governance, and mail to 65 Jefferson Avenue, Columbus, OH 43215, Questions? Call us at (614) 228-7444 or log
onto our web site, www.thejeffersoncenter.org/alg. Thank you!
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Selected References

“Accountability, The Buck Stops Here” Board Member (Vol. 11 No. 8 September
2002)

http://www.gunidestar.com

Higgins, Robert C. Analysis for Financial Management, Seventh Edition
(Homewood, IL: McGraw-Hill/Irwin) 2003.

Lang, Andrew S. Financial Responsibilities of Nonprofit Boards, Rev. FEd.
(Washington, D.C.: BoardSource) 2003.

National Advisory Council on State and Local Budgeting, Recommended Budget
Practices: A Framework for Improved State and Local Government
Budgeting (Chicago, IL: Government Finance Officers Association) 1998.

Proctor, Allen J. “Managing Budgetary Pressure during Economic Downturns™
Government Finance Review (February 2002).

“Budgeting for Structural Balance” Government Finance Review
{(Vol.10 No. 4 August 1994) pp. 7-12.

Helping non-profit boards get down to business: Essential Questions
Concerning Financial Oversight for Non-Profit Boards (Columbus, Ohio:
Greater Columbus Arts Council) 2002.

The Sarbanes-Oxley Act and Implications for Nonprofit Organizations
(BoardSource and Independent Sector) 2003.

Sorrels, Michael and Andrew S. Lang, The IRS Form 990 (Washington, D.C.:
BoardSource) 2001.

Stack, Philip and Larry Ladd, “Connecting the Numbers: Accountability through
Integrated Planning” NACUBO Business Officer (January 2003) pp. 34-36.
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NONPROFIT ORGANIZATIONS

VWEDNESDAY, NOVEMBER 30, 2004

Consultant urges boards to master finances

By Blll Mayr
THE COLUMBUS DISPATCH

Allen J. Proctor speaks with a touch of
missionary zeal; when he gets wound up,
the words tumble out.

His passiont?

To urge the thousands of citizens who
serve on the boards of nonprofit organiza-
tions to be careful custodians of scarce
dollars and to keep a laserlike focus on
their missions.

This Is no arcane mission for Proctor,

a Worthington resident, a consultant to
nonprofits and former chief financial officer
of Harvard University.

In central Ohio alone, there are more
than 600 such organizations — raising and
spending millions of dollars a year to shel-
ter the homeless, support symphonies, help
immigranis learn American ways, present
notable art and conduct other worthy activ-
ities.

These groups are governed by volunteer
board members who might not be up to the
task of guiding their organizations,
especially in tough economic times.

“In my professional life I've seen six
recessions, What you see over and over
again is nonprofits expand in the good
times and have wretched cutbacks in the
recessions,” Proctor sald.

His boek about finances and nonprofits
was published recently by the Academy of
Leadership and Governance, a Columbus
organization that provides nonprofits with
research and education services.

The prescription contained within the
99-page Linking Mission to Money is
straightforward: Follow the dollars to

In central Ohio alone, there are
more than 600 such organizations
— raising and spending millions
of dollars a year.

ensure your organization
is accomplishing its
mission.

“You have to link togeth-
er what you're doing and
the finances. It has to per-
vade every single thing
that you are doing,” Proc-
tor said, )

The key, he said, is sus-
tainability,

"If you are an arts organization, people
want to know, will there be a dance season?
If you want to donate a large amount to an
orchestra, you want to know if it's going to
be around for a while.”

The book offers tips on how to review an
organization’s priorities, how to better
match the budget to those priorities, how to
make sure the money is spent properly and
how to prepare for bad financial times.

Mastering finances can be a challenge,
said Donn Vickers, executive director of the
leadership academy.

“There are  lot of people on boards who
are fairly sophisticated in their work, their
profession, but who are not sophisticated
about nonprofit boards and their financial
reports, and sometimes they are embar-
rassed to speak up about that.”

Vickers sald his organization has tallied
more than 600 nonprofits locally, not count-

Allen . Proctor

Reprinted with permission from The Columbus Dispatch

ing religious organizations.

“If they average 15 or 20 (board
members), you're talking about a lot of
folks involved in the governance of
nonprofits.” _

Laura Ecklar gave copies of Proctor's book
to her board. She is president of Friends of
WOSU, which supports WOSU public radio
and TV stations, and she served on an advi-
sory committee for the book.

Donors who support nonprofits, she said,
“want some assurance that the board is
watching the money, that the organization
is fulfilling its role in the community and
that it is preparing for the ups and downs of
the economy,”

Proctor, 52, provides consulting on such
issues to nonprofit and for-profit organiza-
tions,

He previously was director of the state's
Police and Firemen's Disability and Pension
Fund. Proctor also served as executive di-
rector of the New York State Financial Con-
trol Board ang has taught at Harvard and
Columbia universities.

His efforts aren't simply an academic in-
terest, he said.

“As a regular citizen and donor to non-
profits, I'm pretty angry that they keep get-
ting into financial trouble over and over
again.

“I'want to say, ‘Stop it. Your work is too
serious; it is too valuable.’ ”

bmayr@dispatch.com

» Coples of Linking Mission to Money, $16, are
avallable from the Academy for Loadership and
Governance. For more information, call 614-228-
7444 or visit www. thejeffersoncenter.org/atg.
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WEDNESDAY, JULY 24, 2002

Fixing accounting isn’t enough to
deter scandals; heed the nonprofits

Much of the attention on the spec-
tacular faflures of Enron, and most re-
cently WorldCom, has focused on ac-
counting and the accounting firms.
The Securities and Exchange Commis-
sion has proposed rules requiring that
chief executive officers certify the accu-
racy of accounting statements, and it is
considering rules 10 improve auditing.

‘While accounting is critically impor-
tant to investors and reforms are
essential, the fundamental failure in all
three instances was internal. How were
CEOQs and boards of directors kept in
the dark for so long? This is not an
accounting or audit issue; this is an
issue of ineffective financlal

ce.

While the public and nonprofit sec-
tors are not often where we look for so-
lutions to problems in the for-profit
sector, the most effective nonprofits,
and governments, too, have learned
two lessons in financial governance
that can be useful in all sectors:

© Numbers can suggest the presence
of problems but they rarely tell you

enough to know
what the problems
are. Internal finan-
clal reporting that
demands question-
ing and follow-up is
essential.

® Budgets, not the
audited financial
statements, are the
ALLER ). best tools for manag-
ing and overseeing
PROCTOR the health of an or-
ganization,

Any responses to the Enron and
WorldCom mess that ignore these les-
sons will not produce fundamental
change.

Nonprofits didn’t come by these les-
sons overnight, Nonprofits learned
how to use financtal reporting and
budgeting to engage the board in
meaningful ways to make sure that all
activities proceed as planned and
effectively advance the highest priori-
ties of the organization,

They started by changing the focus

of their internal financial reporting.
They realized that, although it is under
the control of finance specialists,
financial reporting exists primarily for
use by nonflnancial managers and
board members to provide early warn-
ing signs and to verify that business
activities are occurring as intended and
expected. Financial reports are useful
only when they help the board to en-
sure that the organization's strategy
makes sense and that progress is effec-
tive in advancing that strategy.

Effective nonprofit organizations
next changed thelr behavior by trans-
forming the budget process into their
primary tool for setting priorities and
assessing organizational performance.
A board needs to be forward-looking
and it must demand budgets that re-
veal priorities, explain strategy to de-
liver those priorities and provide trans-
parent milestones and benchmarks
that allow the board to assess the ade-
quacy and appropriateness of manage-
ment activities to effect their strategy
and priorities.

‘When Enron kept meeting its profit
targets, board members should have
followed up by asking if management
was meeting those targets in the way
the budget anticipated. Such inquiries
might have led to greater scrutiny of its

web of partnerships and re-
vealed the underlying weakness in lis
core business,

WorldCom's capitalization of ex-
penses should have resulted in reports

that operating expenses were
below what thep:.l‘;:lget seid was needed
to meet its operational goals. Correct
accounting reports would have revealed
this deception as a misclassification, a
seemingly technical issue although with
huge implications. But the real sin was
that management and directors did not
question why WorldCom expenses were
so low if operational activity was as high
as planned or claimed.

Tighter accounting rules are impor-
tant and better disclosure is important.
But hoards usually fail, not by missing
the trees, but by missing the forest. Fi-
nancial reports cannot be an end in

themselves, They need to be a factiitator
of questioning and dialogue about the
big picture, which is the only picture a
board can usefully assess and oversee,

Aboard that receives financial re-
ports evaluating progress on specific
goals and strategles and that partici-
pates in a budget process that adjusts
and advances those strategies isa
board that is engaged. Its members
know what is important. They know
the limitations of what management
can do and they can react quickly
when those lisnitations appear to be
magtcally suspended by the accounting
statements. Weak management and
passive boards won't use these tools.
Changing the accounting rules may
help expoze their failings, but looking
at their budgeting and internal report-
ing may expose failings sooner.

Allen J. Proctor was formerly chief fi-
nancial officer of Harvard University
and now advises chief executive officers
and corporate boards.

proctorconsulting@Columbus.rr.com

Reprinted with permission from The Columbus Dispatch



How to Access Guidestar to examine
IRS Form 990 filings by nonprofits throughout
the United States

. Go to http://www.guidestar.org

. On the right hand side, click on “sign up today.”

. Create an account by typing in your email address, choosing
a password, and answering some background information.
There is no cost to sign up and Guidestar will not contact
you unless you check the boxes asking to be placed on their
mailing list.

4. In the search field in the upper left corner, type in the legal

name of the nonprofit you would like to research.

Click on “go.”

6. If there are a number of organizations with a similar name
you will reach one of two screens:

a. A more detailed search screen — put in the city and state
where the nonprofit is located; ignore the other fields;
click on “search”; you should now get the next screen.

b. A list of nonprofits showing symbols for what type of
information is available on Guidestar — the city, state,
and zip code of the nonprofit; and a one-sentence
description of its work.

. Click on the name of the organization.

. A screen will appear that shows a snapshot summary of the
organization’s latest IRS filing and its employer information
number.

9. On the left, click on any of the items under “Guidestar Plus:”

summary, mission & programs, financials, board of directors,

or Form 990.
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10. If you click on Form 990, a screen will open showing the tax
years that are available online. Clicking on the pdf image of
the tax year you are interested in will download that form to
your computer.

11. Open the file using Adobe Acrobat Reader. If you don’t
have this program, you can download it free of charge at
http://www.adobe.com/products/acrobat/readermain.html.
Click on the symbol that says “Get Adobe Reader.”

12. Depending on your computer and operating system, the pdf
file may be automatically saved onto your hard drive or you
may need to manually save it.

©2004 ALLEN PROCTOR CONSULTING, LLC Resources - §



Selected pages from Form 990
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| _OMB No. 1545-0047
Form 990 Return of Organization Exempt From Income Tax

Under section 501(c), 527, or 4947{a)(1} of the Internal Revenue Code (except black fung
benefit trust or private foundation)

Open to Public

Intemal nm:',r sLm. "1 » The organization may have to use a copy of this retum 1o satisfy state reporting requirements. Inspection
A For the 2003 calendar year, or tax year beginnin{ , 2003, and ending '
B Check if apphcable; § Pleese [C Name of organization D Employer identification number

[ address change ] 1abet or :
E] Name change printor | Number and sireet {or P.O. box if mail is not delivered to street address)| Room/suite | E Telephone number

O nitiat retum sp;.,‘:j;h { )
DFlnalretum strue- | City or town, siate or country, and ZIP + 4 F Accounting method: Dth Dw
El Amended retum tona. D Other {specify) »
" R and | are not applicable to saction 527 izations.
D3 Aoptcaton pending & e o ens sevbtae & woems von or 00 ™ | Wi s ths a group rotum fo afates? L ves Lo
G Website: > Hib} if “Yes," enter number of affifiates » __.............
Hic) Are al afiiliates included? Oves Owe
J Organization type {check only one) » [ 501(c}( ) « finsert no) [ 4947(a)(1) or [ 527 {if *No," attach a list. See instructions))
4 i H{d} Is this a separate retum filed by an
e s e T e e e e e | cguicatoncownatys gowpning? Clves e
In the mai, it should fite a retumn without financial data. Some statea require a complete retumn. I Group Exemption Number »
M Check » [ if the organization is not required
L Gross receipts: Add lines 6b, 8b, 9b, and 10b to line 12 » to attach Sch. B (Form 890, 990-EZ, or 990-PF).
m Revenue, Expenses, and Changes in Net Assets or Fund Balances (See page 18 of the instructions.)
1 Contributions, gifts, grants, and similar amounts received:
a Directpublicsupport . ., . . . . . . . . . . . |12
b Indirectpublicsupport , . ., . . . . . . . . . (1b
¢ Government contributions (grants}) . . . . . . . . 1c
d Total(add lines fathroughtc)cash $ __ noncash $ ) 1d
2 Program setvice revenue including government fees and contracts {from Part VI, line 93) 2
3 Membership dues and assessments , . . . a0 o o 3
4 Interest on savings and temporary cash |nvestrnents 5 o o o . . 4
5 Dividends and interest from securites . . ., . . ., . . . 5
6a Grossrents . . . . . . . . . . . . . . . . |82
b Less:rentalexpenses . . . . . . &b
¢ Net rental income or (loss) (subtract line Sb from Ilne Sa) B .-
8 7 Other investment income (describe b . ) 7
§ 8a Gross amount from sales of assets other {A), Socuatties (B) Other
& than inventory . . . 5 6 5 G 8a
b Less: cost o other basis and sales expenses. 8b
¢ Gain or (loss) (attach schedule) . . . . 8¢
d Net gain or {loss) (combine line 8¢, columns (Ayand (B)) . . . . . 8d
9 Special events and aclivities (attach scheduls). If any amount is from gaming, check here b E]
a Gross revenue {not including $ of
contributions reported online1a) . . . ., . ., . . , | %a
b Less: direct expenses other than fundraising expenses ., L9b
¢ Net income or (loss) from special events (subtract line 9b fromline9a) . . . . . |9¢
10a Gross sales of inventory, less returns and allowances . , |10a
b Less:costofgoodssoid. . . . . ., . . . 10b
¢ Gross profit or (loss) from sales of inventory (attach schedu!e) (subtract line 10b from line 10a), | 10¢
11 Other reverue (from Part VI, line 103) . . F N I b
12 Total revenue (add lines 1d, 2, 3, 4, 5, 6¢, 7, 8d 96 100 andﬁ) PP i
| 13 Program services (from line 44, column ®) . . . . . . . . . . . . . . [13
¢|14 Management and general {from line 44, column (C) . . . . . . . . . . . . P14
|§ 15 Fundraising (from line 44, column®©) . . . . . . . . . . . . . . . . |18
16 Payments to affiliates (attachschedule) . . . . . . . . . . . . . . ., L18
17 Total expenses (add lines 16 and 44, column (A)) T T R T R R 17
18 Excess or (deficit) for the year (subtract line 17 from line 12} . . . O i
g 19 Net assets or fund balances at beginning of year (from line 73, column (A)) . e 19
« |20 Other changes in net assets or fund balances (attach explanation), , . . . . . | 20
2 21 Net assets or fund balances at end of year {combine lines 18,19, and 20} , . ., , . [ 21

For Paperwork Reduction Act Notice, see the separate instructions. Cat. No. 11282Y Form 990 (2003)



Form 990 (2003) Page 2

EETI statement of All organizations must cormplete column (A). Columns (B), (C), and (D} are required for seciion 501(c){3} and (4) organizations
Functional Expenses and section 4947(a){1) nonexempt charitable trusts but optional for others, (See page 22 of the instructions.}

Do not include amounls reported on line 7/
6, &b, 9B, 10b, o 16.0f Part I (A) Total ) corvees
22 Grants and allocations (attach schedule} .
fcsh$ — noncash $ ) |22
23 Specific assistance to individuals (attach schedule) [ 23
24  Benefits paid to or for members (attach schedule), | 24
25 Compensation of officers, directors, etc. . . | 25
26 Other salaries andwages ., . . . . . . | =26
27 Pension plan contributions . . . . . . |27
28  Otheremployee benefits . . . . . . . | 28

“" x;“;';‘;;'m {D) Fundraising

29  Payroll taxes Co. | 29
30 Professional fundraising fees . 30
31 Accounting fees . 31
32 Legal fees . 32
33 Supplies . 33
34 Telephone . . . . 34
35 Postage and shipping 35
36 Occupancy . . . . . . . . 36
37 Equipment rental and maintenance . 37
38 Printing and publications 38
39 Travel 55 60 o0 006 oo 39
40 Conferences, conventions, and meetings . 40
41  Interest . O I |
42  Depreciation, depletion, etc. (attach scheduls) | 42
43  Other expenses not covered above (temizel: a _.._.___. 43a

B o 43b

B e e 43¢

B o e ean 43d

@ e eiie s aeeraeannean e

44 Tolal functional expenses (add lines 22 through 43). Organizations
completing columns (B}-D), carry thess lokafs o lines 13—15 , | 44
Joint Costs. Check » [ if you are following SOP 98-2.
Are any joint costs from a combined educational campaign and fundraising solicitation reported in (B) Program services? . » [lYes [JNo
If “Yes,” enter (i} the aggregate amount of these jointcosts $_.__________; (i) the amount allocated to Program services $________ __;

{iif) the amount allocated to Management and general $ ; and (iv) the amount allocated to Fundraising $
GElgflll Statement of Program Service Accomplishments (See page 25 of the instructions.)
What is the organization’s primary exempt PUrPoSeT Pr.e. e cueu i iuiimiii sttt it iccaia st annnns Program Service

All organizations must describe their exempt purpose achlevements in a clear and concise manner. State the number mmg.:fme ?o?;s‘a and

of clients served, publications issued, etc. Discuss achievements that are not measurable. (Section 501(c)(3) and (4) (&g:\sl_ssmﬂ‘d 4971}
organizations and 4947(a){1) nonexempt charitable trusts must also enter the amount of grants and allocations to others.) ' m",‘;_)

-
""""""""""""""""""""""""""""" (Grants and allocations § Ty
B e e e mcim st e erarrmresraerasestrresararEasastsssasemsrsressmserEsemresrenraneins
""""""""""""""""""""""""""""" (Grants and alfocations " § Ty
g PR
""""""""""""""""""""""""""""" (Grants and allocations § Ty
o e e e T T Y T T LT T Er T e T T T T T L LTy D T L L O L Lo Lo e

{(Grants and allocations $
e Other program services (attach schedule) {Grants and allocations % )
f_Total of Program Service Expenses {should equal line 44, column {B), Program services). . . . .»

Form 990 (2003)



Form 990 (2003}

Pags 3

Balance Sheets (See page 25 of the instructions.)

Note: Where required, attached schedules and amounts within the description

column should be for end-of-year amounts only.

A
Beginning of year

End ‘oBf)year

Assets

45 Cash~non-interest-bearing

&5

46 Savings and temporary cash mvastments 5 0 5 o o000 o
47a Accounts receivable , . . . . |47a
b Less: allowance for doubtiul accounts . |ATb
48a Pledgesreceivable . , . . . . . . (48a
b Less: allowance for doubtful accounts . . [48b
49 QGrants receivable .
50 Receivables from officers, dlrectcrs, trustees, and key employees

{attach schedule) . ..
51a Other notes and loans receivable (attach

schedule), , . . . | 51a
b Less: allowance for doubtful accounts . L51b

52 Inventories for sale or use . e
53 Prepaid expenses and deferred charges

54 Investments—securities (attach schedule), . . » O cost (] Fvv
55a Investments—land, buildings, and
equipment: basis . . . 55a
b Less: accumulated deprematlon (attach
scheduls), . . . . . . 155b 85¢
56 Investments—other (attach schedule) . .. 56
57a Land, buildings, and equipment: basis . . {572 %
b Lless: accumulated depreciation (attach
schedule). . . S K 7 +} 57¢c
58 Other assets (descnbe > } 58
59 Total assets (add lines 45 through 58) (must equal line 74) . 59
60 Accounts payable and accrued expenses . 60
61 Grants payable 61
62 Deferred revenue . %
_3 63 Loans from officers, dlrectors trustees and key employees (attach
S schedule), ) 63
jg 64a Tax-exempt bond liabllmes (attach schedule) 64a
~ b Mortgages and other notes payable (attach schedule) S 64b
65 Other liabilities (describe P> )

66 Total liabilities (add lines 60 through 65) .

Organizations that follow SFAS 117, check here » O and complete lines
67 through 69 and lines 73 and 74.

65
P
g 67 Unrestricted. 67
8|68 Temporarily restricted 68
@ |69 Permanently restricted . 69
B Organizations that do not follow SFAS 117 check here > D and %
i complete lines 70 through 74.
6|70 Capital stock, trust principal, or current funds . 70
£171  Paid-in or capital surplus, or land, building, and equtpment fund |
3 72 Retained earnings, endowment, accumulated income, or other funds 72
'6 73 Total net assets or fund balances (add lines €7 through 69 or lines %
> 70 through 72;
column (A) must equal line 19; column (B} must equal line 21). 73
74 Total liabilities and net assets / fund balances (add lines 66 and 73) 74

Form 990 is available for public inspection and, for some people, serves as the primary or sole source of information about a
particular organization. How the public perceives an organization in such cases may be determined by the information presented
on its return. Therefore, please make sure the return is complete and accurate and fully describes, in Part lli, the organization's
programs and accomplishments.



Form 980 {2003)

m Reconciliation of Revenue per Audited
Financial Statements with Revenue per
Return (See page 27 of the instructions.}

a Total revenue, gains, and other support
per audited financial statements, . P
b Amounts included on line a but not on
line 12, Form 990;
{1) Net unrealized gains
on investmerts .
(2) Donated  services
and use of facilities
{3} Recoveries of prior
year grants .

{4} Other (specify):

Add amounts on fines {1) through (4)» | b

Part IV-B

Page 4

Reconciliation of Expenses per Audited
Financial Statements with Expenses per
Retun

¢ Line a minus line b, .| C
d Amounts included on line 12,

Form 990 but not on line a:

(1) Investment expenses
not included on fine
6b, Form 990 .

{2) Other (specify):

Add amounts on fines (1) and (2) » Ld

e Total revenue per line 12, Form 990

)]

@

V27
TJotal expenses and losses per %/ ;
audited financial statements . . P |

%

Amounts included on line a but not 7
on line 17, Form 990:

Donated services
and use of facilities  $

_
_
%
Prior year adjustments %
reported on line 20, %
Fomooo . . . . $ %
f:osses reported on %
gwt: 20, Form 9{;0 . 3 %
(specify): %

b

Add amounts on lines (1) through (4}
Lineaminuslineb . . . . . P
Amounts included on line 17,

Form 990 but not on line a:

Investment expenses
not included on line
6b, Form 930,
Other (specify):

Add amounts on lines (1) and {2} ™

Total expenses per [ine 17, Form 890
finecpluslined) . . . ., . P |e

line ¢ plus line d} . . . le
m List of Officers, Directors, Trustees, and Key Employees (List each one even if not compensated; see page 27 of

the instructions.)

{A} Name and address

{B} Title and average hours per
week devoted to position

"(':} Compensation [D} Contributions 10 {E) Expense
not pald, enter | employee benefit plans & | account and other
-0-.} defemed compensation allowances

75 Did any officer, director, trustee, or key employee receive aggregate compensation of more than $100,000 from your

organization and all refated organizations, of which more than $10,000 was provided by the related organizations? P
If “Yes,” attach schedule--see page 28 of the instructions.

[Jves TINe

Form 990 003)



Form 990 (2003) Page &

Other Information (See page 28 of the instructions.) Yes| No
78  Did the organization engage in any activity not previously reported o the IRS? If *Yes,” atlach a detailed description of each activity . | 76
77 Were any changes made in the organizing or governing documents but not repoted to the IRS? , . . |77
If “Yes,” attach a conformed copy of the changes. %
78a Did the organization have unrelated business gross income of $1,000 or more during the year covered by this retum?, | 78a
b If “Yes,” has it filed a tax return on Form 990-T for this year? , . 78b
79  Was there a liquidation, dissolution, termination, or substantial contraction dunng the year? i “Yes, attach a statement 79
80a Is the organization related {other than by association with a statewide or nationwide organization) through common 7

b

81a

B2a

FTQ -0 00

86

a7

membership, goveming bodies, trustees, officers, etc., to any other exempt or nonexempt organization? . . . 80a

If “Yes,” enter the name of the organization P ... it ctsiasseia e eens
_______________________________________________________ and check whether itis [ exempt or [ nonexempt.

Enter direct and indirect political expenditures. See line 81 Instructions . . . [81a] %
Did the organization file Form 1120-POL for this year?, . . . . 81b

Did the organization receive donated services or the use of materials, equnpment or facllltles at no charge

or at substantially less than fair rental value? . . . . . . e e e . . . . . |B2a

i “Yes,” you may indicate the value of these items here. Do not mclude thls amount

as revenue in Part | or as an expense in Part II. (See instructions in Part lIL) | [82b | A
Did the organization comply with the public inspection requirements for returns and exemption applications? {83a

Did the organization comply with the disclosure requirements relating 1o quid pro quo coniributions? |, . 83b

Did the organization solicit any contributions or gifis that were not tax deductible? . . . . 84a

If “Yes,” did the organization include with every solicitation an express statement that such contnbutlons Z
or gifis were not tax deductible? . , . . e e e . .. |Bab

501{c)4), (5), or (6) organizations. a Were substam:ally all dues nondeductible by members? . . . . . . . |BSa

Did the organization make only in-house lobbying expenditures of $2,000 or less? . . . . 85b

If “Yas™ was answered to either 85a or 85b, do not complete 85¢ through 85h below unless the orgamzahon
received a waiver for proxy tax owed for the prior year.

Dues, assessments, and similar amounts frommembers . . . . . . . . BS¢

Section 162(e) lobbying and political expenditures . . . .. . |Bsd

Aggregate nondeductible amount of section 6033(e){(1}{A} dues notlces .. . |BSe

Taxable amount of lobbying and political expenditures (line 85d less 85¢) . . |85 //
Does the organization elect to pay the section 6033(e) tax on the amount on line 857 . 85,

If section 6033(e}(1)(A) dues notices were sent, does the organization agree to add the amount on I:ne 85f to ns

reasonable estimate of dues allocable to nondeductible lobbying and polrtlcal expenditures for the following tax

yearl. . . . s v+ v e 4« . . . \85h
501(ck7) orgs. Enter a Inmai:on fees and caprtal oontnbutlons mcluded on Iine 12 . iB6a

Gross receipts, included on line 12, for public use of club facilites, . . . . |86b

§07(c12) orgs. Enter: a Gross income from members or shareholders, . . . |87a

Gross income from other sources. (Do not net amounts due or paid to other

sources against amounts due or received fromthem) . . . ., ., . . . 187b %

At any time during the year, did the organization own a 50% or greater interest in a taxable corporation or
parinership, or an entity disregarded as separate from the organization under Regulatnons sections
301.7701-2 and 301.7701-37 If “Yes,” complete Part X
501(ck3) organizations. Enter: Amount of tax imposed on the organizatlon durlng tha year under
section 491% » ; section 4912 » ; section 4955 b
501(c)3) and 501(c)(4) orgs. Did the organization engage in any section 4958 excess benefit transaction
during the year or did it become aware of an excess benefit transaction from a prior year? If “Yes,” attach
a statement explaining each transaction. . . . S : . ... |8%b
Enter: Amount of tax imposed on the organization managers or dlsquahﬁed persons dunng the year under
sections 4912, 4955, and 4958. . . . . . B
Enter: Amount of tax on line 89c, above, reu’nbursed by the organlzatnon T
List the states with which a copy of this retumn is filed P ..o et ereeecr e e emaas
Number of employees employed in the pay period that includes March 12, 2003 (See instructions.) {90b |

The books are in care of P ... .. .o iieeeeneeierererceceaetererem e emreraeneas Telephone no. (... ) S
Located at P ... eeeiiiierrciarerreerrrrenran e eaccessanasssanenonsnnaanannns AP +4 W e
Section 4947(a)1) nonexempt charitable trusts filing Form 990 in lieu of Form 1041—Checkhere . . . . . , ., P> O
and enter the amount of tax-exempt interest received or accrued during thetaxyear . . » | 82 |

§:

Form 990 (2003)



Form 990 (2003) Page 6
Analysis of Income-Producing Activities (See page 33 of the instructions.)
Note: Enter gross amounts unless otherwise Unrefated business income Excluded by section 512, 513, or 514 - a{tEe)d i
indicated. W ®) ©) 0 exempt function
93 Program service revenue: L) AmOunt SN Sxcusionicode| B Amount income
a
b
[
d
e
¥ Medicare/Medicaid payments ., .
g Fees and contracts from government agenmes
94 Membership dues and assessments
95  Interest on savings and temporary cash investments
96 Dividends and interest from securities .
97 Net rental income or (loss) from real estate:
a debt-financed property .
b not debt-financed property . .
98  Net rental income or {loss) from personal propeny
99 Other investment income
100 Gain or (foss) from sales of assels other lhan mventmy
101 Net income or (loss) from special events .
102 Gross profit or {loss) from sales of inventory
103 Other revenue: a
b
[+
d
e
104 Subtotal (add columns (B), (D), and (E)) .
105 Total (add line 104, columns (B), (D), and {E)). . >

Note: Line 105 plus line 1d, Part I, should equal the ar;aount on fine 12 Pan‘!
Relationship of Activities to the Accomplishment of Exempt Purposes (See page 34 of the instructions.)

Line No.
v

Explain how each activity for which income Is reported in column (E) of Part VIl contributed importantly to the accomplishment
of the organization’s exernpt purposes (other than by providing funds for such purposes).

Information Regarding Taxable Subsidiaries and Disregarded Entities (See page 34 of the mstruct:ons)

Namae, address, anlc? )EIN of corporation,
partnership, or disregarded entity

B
Perce‘;ﬂa e of
ownership interest

©@
Nature of activities

D
TolaI(ir\Lome

End seersear

%

%

%

{a} Did the organization, during the year, receive any funds, directly or indirectly, to pay premiums on a personal benefit contract?

_ . %
Information Regarding Transfers Associated with Personal Benefit Contracts (See page 34 of the instructions.)

COyves [1No

(b) Did the organization, during the year, pay premiums, directly or indirectly, on a personal benefit contract? COyes CNo

Note: if “Yes” to (b), file Form 8870 and Form 4720 (see instructions).

Under panaltles of perjury, | declare that | have examined this retum, including accompanying schedules and statements, and to the best of my knowledge

and betief, it is true, comect, and complete. Declaraﬁonoipreparer {other than officer) s based on all information of which preparer has any knowledge.
Please |
Sign )

Signature of officer Date

Here

} Type or print name and title,
Paid p 8’ Date g;;cklf Preparer’s SSN or PTIN {See Gen. lnst. W)
Preparer's | oo empioyed » [}

Fimn’s name (or yours EIN > H
Use Only | ¥ selt-employed), :

address, and ZIP + 4 Phone no. » ( }

Form 990 p003)



Selected pages from Form 990 Schedule A
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SCHEDULE A Organization Exempt Under Section 501(c)(3) OMB No. 1545-0047

(Form 990 or 990-EZ) {Except Private Foundation) and Section 501(e}, 501(f}, 501k},
501(n}, or Section 4947{a)(1} Nonexempt Charitable Trust 2 @ 0 3

e Supplementary Information—{See separate instructions.)

reasury
intemal Revenus Service » MUST be completed by the above organizations and attached to their Form 990 or 990-EZ
Name of the organization Employer identification number

m Compensation of the Five Highest Paid Employees Other Than Officers, Directors, and Trustees
(See page 1 of the instructions. List each one. If there are none, enter “None.”}

d} Contributions to (e} Expense
{2) Name and address of each employee paid more {b) Title and average hours {e) Compensation m‘
ployee benefit plans & account and other
than $50,000 per wesk davoled to position deferred compensation allowances

e el e ..

m Compensation of the Five Highest Paid Independent Contractors for Professional Services
(See page 2 of the instructions. List each one (whether individuals or firms). If there are none, enter “None.”)

{a) Name and address of each independent contractor pald more than $50,000 {b) Type of service (¢} Compensation

T e s et ovr $53000 ...

For Paperwork Reduction Act Notics, see the Instructions for Form 990 and Form 990-EZ Cat. No. 11285F Schedule A (Form 990 or 900-EZ) 2003




Schedule A (Forrn 390 or 990-EZ) 2003 Page 2

Statements About Activities (See page 2 of the instructions.) Yes | No

1 During the year, has the organization attempted to influence national, state, or local legislation, including any
attempt 10 influence public opinion on a legislative matter or referendum? If “Yes,” enter the total expenses paid
or incurred in connection with the lobbying activittes »$ ___ (Must equal amounts on line 28,
Part VI-A, or lineiof ParVI-8) . . . . . "0 o oa oo oooo0oo0e oo ooac

Crganizations that made an election under section 501 {h) by filing Form 5768 must complete Part VI-A, Other
organizations checking “Yes” must complete Part Vi-B AND attach a statement giving a detasilsd description of
the lobbying activities.

2 During the year, has the organization, either directly or indirectly, engaged in any of the following acts with any
substantial contributors, trustees, directors, officers, creators, key employees, or members of their families, or
with any taxable organization with which any such person is affiliated as an officer, director, trustee, majority
owner, or principal beneficiary? (if the answer to any question is *Yes,” attach a detailed statement explaining the

N

.

transactions.)
a Sale, exchange, orleasingof property? . . . . . . . . . . 4 v 4w e ke e e e e e e 2a
b Lending of money or other extensionofcredit? . . . . . . . . . . . . . . 4 4 . w . .. |20
¢ Fumishing of goods, services, orfacilities? . . . . . . . . . . . .« 4 4 e . . . . . . |2
d Payment of compensation (or payment or reimbursement of expenses if more than $1,000? . . . . . . 2d
e Transfer of any part of its income or assets? . ., . . P )
3a Do you make grants for scholarships, fellowships, student loans, etc.? (f “Yes,” attach an explanation of how
you determine that recipients qualify torecelvepayments . . . . . . . . . . . . . . . . . 3a
b Do you have a section 403(b) annuity plan for your employees? . . . . . . P <)
4 Did you maintain any separate account for participating donors where donors hava the right to provide advice
on the use or distributionof funds? . . . . . . . . . . . . . . ., . . e e e e e . 4

Reason for Non-Private Foundation Status (See pages 3 through 6 of the instructions.)

The organization is not a private foundation because it is: (Please chack only ONE applicable box.)

O a church, convention of churches, or association of churches, Section 170(b){1){(A)().

[ A school. Section 170{b)(1)(A)i}. {Also compiete Part V)

[ A hospital or a cooperative hospital service organization. Section 170X 1XAI).

[ A Federal, state, or local government or govemnmental unit. Section 170} 1)(A)v).

[0 A medical research crganization operated in conjunction with a hospital. Section 170{b){1){A){iii}. Enter the hospital's name, city,

E L) ] e T e O T T e D O L O e o O DO O 0P X O

10 [3 Anorganization operated for the benefit of a college or university owned or operated by a governmental unit. Section 170{b}{1)(A)iv).
(Also complete the Support Schedule in Part IV-A))

11a [0 An organization that nommally receives a substantia) part of its support from a governmental unit or from the general public.
Section 170} {A)vi). (Also complete the Support Schedule in Part IV-A)

t+1b O A community trust. Section 170{b)(1){A)v. (Also complete the Support Schedute in Part IV-A))

12 [ an organization that normally receives: (1) more than 33%% of its suppont from contributions, membership fees, and gross
receipts from activities related to its charitable, etc., functions—subject to certain exceptions, and {2) no more than 33%% of
its support from gross investment income and unrelated business taxable income (less section 511 tax) from businesses acquired
by the organization after June 30, 1975. See sectlon 509{a)(2). {Also complete the Support Schedule in Part IV-A)

13 [ an organization that is not controlled by any disqualified persons {other than foundation managers) and supports organizations
described in: {1) lines 5 through 12 above; or {2) section 501(cH4), (5), or (6), if they meet the test of section 509(a)(2). {See
section 509(a)(3).)

Provide the following information about the supported organizations. {See page 5 of the instructions.)

{b}) Line number

from above

Ww o~

{a} Name(s) of supported organization(s)

14 [ An organization organized and operated to test for public safety. Section 509{a)(4). (See page 6 of the instructions.)
Schedule A (Form 990 or 990-EZ) 2003




Schedule A (Form 990 or 980-E2) 2003 Page 3

EIMIVEY Support Schedule (Complete only if you checked a box on line 10, 11, or 12)) Use cash method of accounting.
Note: You may use the worksheet in the instructions for converting from the accrual to the cash method of accounting.

Calendar year (or fiscal year beginning in} . » {(a) 2002 {b) 2001 {c) 2000 (d) 1999 {e) Total

15  Gifts, grants, and contributions received. (Do
not include unusual grants. See line 28.),

16 Membership fees received . . .

17  Gross receipts from admissions, merchandnse
sold or services performed, or fumishing of
facilities in any that is related to the
organization’s charitable, etc., purpose .

18 Gross income from interest, dividends,
amounts received from payments on securities
loans {section 512(a}5)), rents, royalties, and
unrelated business taxable Income (less
saction 511 taxes) from businesses acquired
by the organization after June 30, 1975 . .

19 Net income from unrelated business
activities not included in fine 18 ,

20 Tax revenues levied for the organization's
benefit and either paid to it or expended on
its behatt. . . . . . .

21  The value of services or facilities fumished to
the organization by a govemmental unit
without charge. Do not include the value of
services or facilities generally fumished to the
public without charge. . . . e .

22 Other income, Attach a schedule. Do not
include gain or (loss) from sale of capital assets

23 Totalof lines 15through 22, ., ., . . .,

24 Line23 minus line@17, . ., . . ., .

25 Enter1%oflne23 . . . . . . .

26 Organizations described on lines 10 or 11: a Enter 2% of amount in column (e}, line 24, . . . » |26a

b Prepare a list for your records to show the name of and amount contributed by each person (other than a
govermnmental unit or publicly supported organization) whose total gifts for 1999 through 2002 exceeded the /A
amount shown in line 26a. Do not file this list with your retum. Enter the total of all these excess amounts » | 26D

¢ Total support for section 509(a)(1) test: Enterline 24, colurm (¢) . . . . . . . . . . . . .b» |26

d Add: Amounts from column {g) for lines: 18 19 %

22 26b e e e e . b 26d
e Public support {line 26¢ minus line 26d total) . A S kD
f Public support percentage (line 26e {(numerator) divlded by Iine 26c (denomlnaior)) e "9

27 Organizations described on line 12: a For amounts included in lines 15, 16, and 17 that were received from a “disqualified
person,” prepare a list for your records to show the name of, and total amounts received in each year from, each “disqualified person.”
De not file this list with your retum. Enter the sum of such amounts for each year:

(2002) . (220 0] ) R (2000) ..o (999}

b For any amount included in line 17 that was received from each person {other than “disqualified persons™), prepare a list for your records to
show the name of, and amount received for each year, that was more than the Jarger of {1) the amount on line 25 for the year or {2) $5,000,
{include in the list organizations described in lines 5 through 11, as well as individuals.} Do net file this list with your return. After computing
the difference between the amount received and the larger amount described in {1} or {2}, enter the sum of these differences {the excess
amounts) for each year

{2002) .oerreierereeeea e (2010 ) (2000) L iccriieena (1998) e,
¢ Add: Amounts from column {e) for lines: 15 16
17 20 21 Y i Eii
d Add:lne27atotal , and line 27btotal , oo . . . . , . P |2/
¢ Public support {line 27c total minus line 27d total), . . . T i
f Total support for section 509(a}{2) test: Enter amount from fine 23 column (e) il A
g Public support percemage (line 27e (numerator) divided by line 27f (denominator)), . . . . p {279 %
h Invesiment income percentage (line 18, column {e) {numerator) divided by line 27f ldenomlnator)). » | 27h %

28 Unusual Grants: For an organization described in line 10, 11, or 12 that received any unusual grants during 1999 through 2002,
prepare a list for your records to show, for each year, the name of the contributor, the date and amount of the grant, and a brisf
description of the nature of the grant. Do not file this list with your return. Do not include these grants in line 15.

Schedule A (Form 990 or D80-EZ) 2003




Schedule A (Form 990 or 990-EZ) 2003
Private School Questionnaire (See page 7 of the instructions.)

Page 4

{To be completed ONLY by schools that checked the box on line 6 in Part IV)

29

30

31

32

Does the organization have a racially nondiscriminatory policy toward students by statement in its charter, bylaws,
other governing instrument, or in a resolution of its goveming body? , , . . . 5 0 0 o G

Does the organization include a statement of its racially nondiscriminatory policy toward students in all its
brochures, catalogues, and other written communications with the public deallng with student admissions,
programs, and scholarships? . . . . e e e

Has the organization publicized its racially nond:scﬂmlnatory policy through newspaper or broadcast media dunng
the period of solicitation for students, or during the registration period if it has no solicitation program, in a way
that makes the policy known to all parts of the general community it serves?. . ., ., . . .

If “Yes," please describe; if “No,” please explain, (if you need more space, attach a separate statement.)

- = .

Does the organization maintain the following:
Records indicating the racial composition of the student body, faculty, and administrative staff? . ., . . .

Records documenting that scholarships and other financial assistance are awarded on a raclally nondiscriminatory
basis? . . . . . . . . . .00 ..

Copies of all catalogues, brochures, announcements, and other wntten communicatlons to the public dealing
with student admissions, programs, and scholarships?., . . . . . . . . . . . . . . . . ..
Copiles of all material used by the organization or on its behalf to solicit contributions? . . . . .

H you answered “No” to any of the above, please explain. (If you need more space, attach a separate statement.)

Does the organization discriminate by race in any way with respect to:
Students' ights or privileges?. . . . . . . . . . L o 0w e e e e e e e e e e
Admissions policies? . . . . . . . ., . . . . .
Employment of faculty or administrativestatt? . . ., . ., . . . . . . , .

Scholarships or other financial assistance? , . . . . . . . . . . . . . .
Educational policles? . . . . . . . . . . . . . . . . . ...
Useoffacilties? . . . . . . . . . . . . . . . .. ..
Athieticprograms? . . . . . . . . . . . . . . . . . . .
Other extracurricular activities? . ., . . , ., . . . . . . . .

If you answered “Yes” to any of the above, please explain. {If you need more space, attach a separate statement.)

Yas | No
29
7
30
7
31
%
32a
32b
32¢
32

7

34a Doss the organization recelve any financial aid or assistance from a governmental agency? . o o 0 o o
b Has the organization’s right to such aid ever been revoked or suspended? ., . Rk L)
K you answered “Yes" to either 34a or b, please explain using an attached statement.
7
35 Does the organization certify that it has complied with the applicable requirements of sections 4.01 through 4.05
of Rev. Pro¢. 75-50, 1975-2 C.B. 587, covering racial nondiscrimination? if “No,” attach an explanation . . . | 38

Scheduls A (Form 90 or 980-E7) 2003



Schedule A (Form 99¢ or 990-E7) 2003

Page 5

(To be completed ONLY by an eligible organization that filed Form 5768)

Lobbying Expenditures by Electing Public Charities (See page 9 of the instructions.)

Check Pa LI ifthe organization belongs to an affillated group.

Check » b {7 if you checked “a" and "fimited control” provisions apply.

S " ®
Limits on Lobbying Expenditures P growp | Tobec eo;nme:
{The term “expenditures” means amounts paid or incurred.) o organizations
36 Total lobbying expenditures to influsnce public opinfon {grassroots lobbying) 36
37 Total lobbying expenditures to influence a legistative body {direct lobbying) . 37
38 Total lobbying expenditures {(add lines 36 and 37) . 38
39  Other exempt purpose expenditures 39
40

:? Igga;;:;mguxr:t:zeame:f r:Eur:teasr iic:!da:g:n::af:::ti?following table— . 7/ V/ /

If the amount on line 40 is— The lobbying nontaxable amount Is— /

Not over $500,000 . . 20% of the amount on line 40 . & o /

Cver $500,000 but not over $1,000, 000 . $100,000 plus 15% of the excess over $500, 000 /

28R

Over $1,000,000 but not over $1,500,000
Over $1,500,000 but not over $17,000,000 .,
Over $17,000,000 .

Grassroots nontaxable amount (enter 25% of iine 41} , .
Subtract line 42 from line 36. Enter -0- if line 42 is mora than line 36
Subtract line 41 from line 38. Enter -0- if line 41 is more than line 38 .

Caution: /f thera is arr arnount on either line 43 or line 44, you must file Form 4720.

. $175,000 plus 10% of the excess over $1,000,000
$225,000 plus 5% of the excess over $1,500,000
. $1,000,000

42

_

4-Year Averaging Period Under Section 501(h)

{Some organizations that made a sectlon 501(h) election do not have to complete all of the five columns below.
See the instructions for lines 45 through 50 on page 11 of the instructions.}

Lobbying Expenditures During 4-Year Averaging Period

Calendar year (or
fiscal year beginning in) »

(a)
2003

)
2002

{c)
2001

G
2000

(e
Total

Lobbying nontaxable amount,

Lobbying ceiling amount (150% of line 45(g)}.

47

Total lobbying expenditures |,

Grassroots nontaxable amount . ., .

49

Grassroots celling amount {150% of line 48(g))

Grassroots lobbying expenditures .

Lobbying Activity by Nonelectmg Public Charities

{For reporting only by organizations that did not complete Part VI-A) (See page 12 of the instructions.)

During the year, did the organization attemnpt to influence national, state or local legislation, including any

attempt to influence public opinion on a legislative matter or referendum, through the use of:

- TR =0 00 O

Volunteers,

Pald staff or management (Inc!ude oompensatlon In expenses reported on Iines c through h)

Media advertisernents |

Mailings to members, Ieglslators. or the public .
Publications, or published or broadcast statements
Grants to other organizations for lobbying purposes ..
Direct contact with legislators, their staffs, government offi clals ora Iegeslatlve body
Rallies, damonstrations, seminars, conventions, speeches, lectures, or any other means .

Total lobbying expenditures (Add lines ¢ through h)) .
if “Yes” to any of the above, also attach a statement givl g a detailed’ descripuon of the Iobbying ‘activities.

Yes| No

Amount

_

Schedule A (Form 990 or 990-EZ) 2003



Schedule A {Form 990 or 990-EZ) 2003 Page B
Information Regarding Transfers To and Transactions and Relationships With Noncharitable
Exempt Organizations (See page 12 of the instructions.)

81 Did the reporting organization directly or indirectly engage in any of the folowing with any other organization described in section
501(c) of the Code (other than section 501{c)(3) organizations) or In section 527, relating to political organizations?

a Transfers from the reporting organization to a noncharitable exempt organization of: Yes | No
O T K1)
) Otherassels . . . . . . « + 4 « o o & 4 + o o et e e e e e e e e e e . | L2

b Other transactions:
() Sales or exchanges of assets with a noncharitable exempt organization . . . . . . . . . . . b
{ii) Purchases of assets from a noncharitable exempt organization . . . . . . . . . . . . . . bii)
(i) Rental of facilities, equipment, orotherassets ., . . . . ., . . . . + .+ . .+ . . . biiif)
(iv) Relmbursementamangements . . . . 4 + « « © + . 4 4 e e e e e e e e .. bW
{v) Loansorloanguarantees . . . . . . . . . . . . O I
{vi) Perforrnance of services or membership or fundraising solncntatlons 5o o 00 c o8 o0 oo bivi)

¢ Sharing of facilities, equipment, mailing fists, other assets, or paid employees . . . . c

d If the answer 1o any of the above is "Yes,” complete the following schedule. Column (b) should always show the falr market vaiue of the
goods, other assets, or services given by the reporling organization. H the organization received less than fair market value in any
transaction or sharing arrangement, show In column {d} the value of the goods, other assets, or sarvices received:

= ®) G {d)
Lime m. Amount involved Name of noncharitable exempt organization Description of transfers, transactions, and sharing arrangements

52a s the organization directly or indirectly affiliated with, or related {0, one or more tax-exempt organizations

described in section 501(c) of the Code (other than section 501(c)3) orinsection527? . . . . . .» [ ves 0O No
b If “Yes," complete the folfowing schedule:
{a) M) (c}
Name of organization Type of organization Description of relationship

@ Schedule A (Form 990 or 0BO0-EZ) 2003
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Schedulsis Schedule of Contributors OMB No. 1545-0047

{Form 990, 990-EZ,

or 990-FF} Suppltementary Information for
Dopartment of the Trsasury line 1 of Form 990, 990-EZ, and 990-PF {see instructions) 2@
intemal Ravenus Sarvice
Name of organization Employer identification number
Organization type (check ons):
Filers of: Section:
Form 990 or 990-EZ O s01{c){ ) (enter number} organization
{71 4947{a)(1) nonexempt charitable trust not treated as a private foundation
[] 527 political organization
Form 990-PF [0 501{c)3) exempt private foundation

O 4947(a)(1) nonexempt charitable trust treated as a private foundation

1 501(c)(3) taxable private foundation

Check if your organization is covered by the General Rule or a Special Rule. (Note: Only a section 501{c)(7), (8), or (10)
organization can check box{es) for both the General Rule and a Special Rule—see instructions.)

General Rule—

J For organizations filing Form 990, 990-EZ, or 990-PF that received, during the year, $5,000 or more (in money or
property) from any one contributor. (Complete Parts | and 1L)

Special Rules—

O For a section 501{c)2) organization filing Form 990, or Form 990-EZ, that met the 33%% support test of the regulations
under sections 509(a){1/170{b)(1)(A)vi) and received from any one contributor, during the year, a contribution of the
greater of $5,000 or 2% of the amount on line 1 of these forms. {Complete Parts | and I1))

O For a section 501{c}7), (8), or (10} organization filing Form 990, or Form 990-EZ, that received from any one contributor,
during the year, aggregate contributions or bequests of more than $1,000 for use exclusively for religious, charitable,
scientific, literary, or educational purposes, or the prevention of cruelty to children or animals. (Complete Parts |, If, and
i)

[} For a section 501(c)(7), (8), or (10) ocrganization filing Form 980, or Form 990-EZ, that received from any one contributor,
during the year, some contributions for use exclusively for religious, charitable, etc., purposes, but these contributions did
not aggregate to more than $1,000. (if this box is checked, enter here the total contributions that were received during
the year for an exclusively religicus, charitable, etc., purpose. Do not complete any of the Parts unless the General Rule
applies to this organization because it received nonexclusively religious, charitable, etc., contributions of $5,000 or more
duringtheyear) . . . . . . . . . . . 4t 4t e e e e S

Caution: Organizations that are not covered by the General Rule and/or the Special Rules do not file Schedule B (Form 990,
990-EZ, or 990-PF), but they must check the box in the heading of their Form 990, Form 990-EZ, or on line 1 of their Form
990-PF, to certify that they do not meet the filing requirements of Schedule B (Form 990, 990-EZ, or 990-FF).

For Paperwork Reduction Act Notice, see the Instructions Cat: No. 30613X Schedule B {Form 950, 990-EZ, or 990-PF) {2003)
for Form 990 and Forrn 990-EZ.



Schedule B (Form 990, 990-EZ, or 890-PF) (2003)

Page 1o of Part 1

Name of organization Emploa_rer identification number
Contributors (See Specific Instructions.)
(a) (b) © . %)
No. Name, address, and 2IP + 4 Aggregate contributions Type of contribution
01 o Person D
Payroll
...................................................................... F et Noncash
(Complete Part 1l if there is
______________________________________________________________________ a noncash contribution.)
{a) (b) © @
No. Name, address, and ZIP + 4 Aggregate contributions Type of contribution
e I U Person D
Payroll
...................................................................... L Noncash
{Complete Part il if there is
______________________________________________________________________ a noncash contribution.)
{2) ®) () (d}
No. Name, address, and ZIP + 4 Aggregate contributions Type of contribution
e RO Person D
Payroll
...................................................................... B s Noncash
(Complete Part Il if there is
______________________________________________________________________ a noncash contribution.)
(a) {b) {c) (d
No. Name, address, and ZIP + 4 Aggregate contributions Type of contribution
rr e e vy Person O
Payroll
...................................................................... L T Noncash
{Complete Part Il if there is
...................................................................... a noncash contribution.)
(a) @) {c) (d)
No. Name, address, and ZIP + 4 Aggregate contributions Type of contribution
B U U Person ]
Payroll
...................................................................... U Noncash
{Complete Part Il if there is
______________________________________________________________________ a noncash contribution.)
{a) {b) {c) (@
No. Name, address, and ZIP + 4 Aggregate contributions Type of contribution
B Person ]:]
Payroll
...................................................................... B e Noncash
{Complete Part Il if there is

a noncash contribution.)

Scheduts B (Form 890, 980-EZ, or 200-PF) [2003)
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