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Excellent Financial Management Workshop
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Facilitator:
Kristin Giantris , Nonprofit Finance Fund

Panelists:
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Lorraine Vittoriosa , Community Health Action of Staten Island, 2008 Winner for Overall
Management Excellence

Do you know the keys to achieving strong financial health in your nonprofit? Comfortable
understanding your financial statements? Have the right financial management tools? Able to
communicate your financial story to key stakeholders? Learn how to improve your financial
management from winning nonprofits and a leading expert. Exercise : Nonprofit Finance
Questions to Consider: A Self Assessment Take Home : Tips for Financially Managing
Through a Recession
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Pathways to Excellence Conference

Excellen t Financial Management Workshop

Organizational Profile
for
Community Health Action of Staten Island
(2008 Grand Prize Winner for Overall
Management Excellence)

The mission of Community Health Action of Staten Island is to improve the lives of individuals,
families and communities challenged by health disparities related to poverty, discrimination and lack
of accessthrough direct service, education and advocacy. Its staff and volunteers serve in a
nonjudgmental and compassionate manner as an affirmation of this commitment.

Community Health Action (www.sihealthaction.org) is a nonprofit 501(c)(3) organization, with an
annual operating budget of approximately $6 million, seven agency sites throughout the North Shore
and an eighth site on the South Shore of Staten Island, and 90 full time employees. Since 1990, it has
provided comprehensive direct services for Staten Islanders living with HIV/AIDS, and offered support and
assigance to their family members. Community Health Action provides HIV outreach, education,
prevention and direct services for populations that are most vulnerable and affected i youth,
substance users, people of color and the LGBT community. Over time, its services have expanded in
direct proportion and kind to the needs of the communities it serves. Annually, it directly serves over
600 HIV+ people, 350 people with addiction treatment, 3,500 poor and working individuals with food
and benefits assistance, 2,220 persons with HIV testing and referrals, 427 youth with reproductive
health services, and close to 6,000 with health education workshops. Community Health Actioné s
three neighborhood storefronts recorded 10,378 visits for information, safer sex suppl ies, health
education and referrals last year, and its Mobile Health unit counted 1,285 visits for services between
May i December 2007.

One of the areas Community Health Action is most proud of is the fiscal management of the agency.

It has a strong fina nce department that administers over 25 government contracts and foundation

grants. Over the past two years, it has ended the year with healthy surpluses that allow it to support

new programs, but also provide a sense of security during periods of negative cash flow. Three years

ago, it ended the fiscal year with the first and or
Executive Director and Deputy Executive Director took the following difficult but necessary steps to

protect against future deficits: (1) eliminated two positions, consolidating job responsibilities into

another position; (2) increased the required billable hours for a fee -for-service program; (3) included

an administrative fee in all new government proposals; 4) increasedtheBoar d6s annual cont |
and ensured that all new Board members understood their obligations; and (5) diversified its funding

to include direct Federal funds. As a result, today the agency has over $2 million in net assets, and

over $400,000 in unrestricted cash reserves. Gmmunity Health Action was recognized in the area of

financial management for its excellent fiscal policies and control measures, particularly for a mid-sized

nonprofit. Its strong cash reserves and line of credit cover delays in gover nment contract payments.

It is especially fiscally transparent to staff, and all staff are familiarized with budget developments and

receive timely information updates. Community Health Action uses contingency budgets to deal with

periods of uncertainty about upcoming revenues. And, finally, the Deputy Executive Director assures

that the Board is familiar with the organizationés


http://www.sihealthaction.org/
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Organizational Profile
for

Good Shepherd Services
(2007 Grand Prize Winner for Overall

Management Excellence)

Good Shepherd Services (GSS) is a New York Citpased provider of youth development, education,

family support and foster care services that employs over 900 people and serves some 22,000

program participants per year thr oughriekiNew Yok €ityc i t vy .
youth and their families with a web of supports that promote a safe passage to self -sufficiency. To

achieve its mission, the agency leads in the development of innovative youth development programs;

provides qual ity, effective services that strengthen pa
community; and advocates on their behalf for broader change.

GSS6és annual budget organiz&idhdas mairtainédanrestricted rdservel @ver
the past 10 years of at least $16M (25% of annual operating costs).

GSS6s financi al management was r ecComgmiteeveas as excel |l
particularly impressed by the fact that over the past 10 years, through ongoing growth, including a

merger and an acquisition with other organizations, and despite constantly changing reimbursement

levels for its services, the organization has remained consistently solvent and strong. The agency has

increased private fundraising over the last ten years from $1.1M to 11.2M, expanded several youth

development programs and obtained Council on Accreditation approval three times.

The agency has maintained its strength in financial management as it has undergone dramatic growth
through ongoing planning, reorganization of the fiscal department, maintaining high cash flow

through timely billing, utilization of a bank credit line and an enhanced reporting system internally

and externally. By creating timely e xternal financial reports for government and foundation funders as
well as for internal reports for management and board respectively, and by regularly sharing these
reports, GSS is able to continuously monitor revenues and expenses, budget adjustments and
projections and create unrestricted reserves for future years.
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v In -Class Exercise

Nonprofit Finance Fund

Finance Questions to Consider: A Self-Assessment

Telling your Financial Story During a Recession

Sdkkhmf xntqg ehm mbh k rsnqgx hr bghshb k sn sgit
necessary to keep your stakeholders engaged and provide the strongestrgest case for your
ngf mhy shnmQgr hlo bs "mc "~ bbnlokhrgl dmsr -

Review the following financial questions and use your answers to build the financial story you
want to share with funders and supporters.

1. REVENUE: How mightthe r el i abil ity of your organi zat
in an economic downturn? Will government contracts be affected by state and local budget
cuts? Which major donors might be at risk? What is your exposure to corporate philanthropy,
particularly from the financial sector? Can you rely on your Board to compensate for any funding
losses?

2. OPERATING RESULTS: How might changes in revenue streams affect operating
results? Will the recession lead to increased demand for services and, if so, how will you
respond? Will costs have to be cut, and if so, which costs? Will staff, often the largest expense,
need to be furloughed or let go? Have you considered collaboration as a cost-saving strategy?
Will growth and capital campaign plans need to be phased or delayed?




3. HEALTH OF THE BALANCE SHEET: If changes in operating results occur, how will
these changes affect your o rWllatbdnecassarydotakeson tehtl
to fund operations or to renegotiate terms of existing debt? Might you need to dip into board-
designated reserves? If you have a facility, how will maintenance issues be addressed?

4. LIQUIDITY: How wi Il changes to the balance sheet
Will there be less cash on hand for operations? If so, what strategies might management
implement to cope?

5. FINANCIAL PLANNING: Have you incorporated contingency plans into your budgets
and/or reforecasts? Consider best case, probable case and worst case scenarios. Do you
project, track and monitor cash flow on a monthly basis? Do you understand the economics of
your programs? Is your Board regularly reviewing your financial condition and encouraging early
action in response to the unfolding economic situation?




Crafting Your S tory

Using your strong points from questions 1-5, now tell the story of how your organization is prepared
to weather these tough economic times.
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Navigating the Financial Crisis: Tips for Nonprofits

A broad economic crisis can magnify a nonprofit’s pre-existing financial difficulties. Getting through such a
crisis requires communication, transparency, and planning rather than “fake it ‘til we make it" behavior. In
preparation for a possible recession, NFF recommends a two-part strategy: assess your organization’'s
potential financial risks, then create a plan to respond to those risks.

Assessing Risk: How might the recession affect business?

Determine possible reductions, delays, or losses of particular revenue streams
o Government contracts or grants
o Foundation and corporate giving
o Individual donations and special events
Conduct program economics analysis
o  Know whether surpluses in some programs are subsidizing deficits in others
Assess which program results impact overall financial health most substantially and
evaluate their mission impact
o Consider whether demand for specific programs will increase or decrease in a recession
Assess current levels of liquidity, using multiple measures
o Months of expenses covered by cash
o Working capital — current assets less current liabilities
o Liquid net assets —not all unrestricted net assets are available for general operations
Determine availability /use of any reserve funds for “rainy days”
Assess possible risk for cash deposits and investments

Addressing Risk: Plan a response to recession-related challenges.

Keep internal lines of communication open
o Ensure that organizational decision-making processes are sufficiently agile
o Clarify financial responsibilities of management and board
o Assess board’s ability and willingness to cover possible revenue shortfalls and/or tap into
existing cash and investments
Budget conservatively w/ best and worst case scenarios
o Assume cash will arrive later than you think and bills must be paid sooner than expected
o Plan your response to unanticipated or worse-than-expected revenue shorifalls
o Ensure that cash flow projections are performed on a regular basis (monthly, weekly).
o Develop a strategy to address timing mismatches
Stay in front of funders
o Be candid about the impact of the economic climate and your specific strategy to adjust
o Emphasize your commitment to mission and the urgency of need your programs address
o Thank donors frequently, and make outreach personal
o If your organization offers services that will lessen the negative impact of a recession,
approach government funders more aggressively for support
Diversify revenue with caution
o Consider new revenue streams but be aware of risks related to new lines of business
Reevaluate growth plans
o Reconsider any plans for program expansion or development of new programs
o Assess current programmatic priorities in light of program economics analysis
o Communicate w/ board and staff regarding any possible cuts to programs or personnel
Investigate options for renegotiating payables, debt, or leases

Consider postponing large investments in infrastructure, including facility projects
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Take Home Exercise

Rating My Nonprofit’s Financial Management Systems: A Self-Assessment Tool

Organization Name:

Instructions: For each question, check one box. Give yourself one point for each check in column |, two points for each check in
column 2, and three points for each check in column 3. Then add your points from each column together to get your total score for
that section. The answer key is on the last page.

Budget Development & Monitoring

Column |
I. 'When is the annual operating budget O Prior to the start of
approved by the Board! the fiscal year
2. When does the Finance and/or Audit |
committee meet? LR
3. Who receives monthly budget-to-actual Board, management, &
reports? program directors
4. What percentage of government funds All fund
went unclaimed at the end of the most ] i unds were
recent fiscal year? claime
5. The organization's administrative costs .
) [ Owver I15%
make up what percent of total expenses!?
Total for all three columns: Total:

Column 2

After the start of the
fiscal year

[1 Very infrequently

Management only

[ 0%-10%
0 11%-14%
Total:

Column 3
[0 MNotatall
There is no such
u committee
O No such reports are

generated

[1] More than 10%

[ Lessthan 1%

Total:

Financial Reporting

. The organization’s basis of accounting is

2. The monthly close occurs

4. When does the Board receive package of

financial reports?

5. Last year's IRS Form 990 was filed

Total for all three columns:

O
O
3. Monthly financial reports are produced O
O
O

Cash Flow Management & Liquidity

Column |
Accrual

1-10 business days
after month-end

Directly from
accounting software

At least | week prior
to meeting

Within é months of
fiscal year-end

Total:

Column 2
Modified accrual
Over |0 business
days after month-end

Qutside of
accounting system
At the Board
meeting

7-8 months after
fiscal year-end

Total:

O O 0o o od

Column 3

Cash

Not at all

Not at all

Board does not
receive reports

Over 9 months after
fiscal year-end

o o o o o

Total:

. How many times in the past two years has
payroll been delayed or missed?

2. What percentage of bills are paid within 30

days?

3. How many menths of expenses can be
covered with cash on hand?

4. How far out is cash flow projected?

5. Does the organization have access to a line

of credit?

Total for all three columns:

o 0o o o o

Fiscal Management Associates, LLC

Prafessional Services ta Not-for-Profit Oraanizatinns

Column |
none

All are paid in 30 days
or less

3 or more months
3 - 18 months

Yes, just in case

Total:

Column 2

1-3 times
70% - 99%

| to 2 months

Up to 3 months

No, but have
considered it

O 0O o 0o o

Total:

Column 3

more than 3 times

Less than 70%

Less than | month

Not at all

Never considered it
or have been denied

o oo o o

Total:

the'imainstitute



Internal Controls

. Have any instances of fraud been detected
in the past five years!

2. Who is subject to disclosures on conflict
of interest!

3. How often is your fiscal policies and
procedures manual reviewed and updated?

4. What are the rules for document
retention and destruction?

5. Job descriptions for fiscal staff are

Total for all three columns:

The Audit Process

o o o o O

Column |

No

Board and staff

Once every | =2
years

Rules are outlined in a
documented policy
Shared with staff and
updated regularly

Total:

O 0O o o O

Column 2

Yes, but no charges
were filed

Board only

Can’t remember
when it was updated

We save everything

Not current

Total:

o 0o o o O

Column 3

Resulted in AG
investingation

There is no
documented policy

We don't have a
manual

We shred everything

Not in existence

Total:

I.  How many menths after the end of the
fiscal year was the audit completed?

2. Whose job is it to record journal entries
for the purpose of generating financial
statements!

3. What types of control deficiencies were
identified in the most recent audit?

4. How long have you been working with
your current audit partner?

5. Who presents the results of the audit to
the Board!

Total for all three columns:

Budget Development & Monitoring:
Financial Reporting:

Cash Flow Management & Liquidity:
Internal Controls:

The Audit Process:

Fiscal Management Associates, LLC
Professional Services to Not-for-Profit Oraanizations

O]

O

Column |

0-4 months

Internal fiscal staff

None
0-5 years

The audit firm

Total:

1C

Column 2

[1 5-7 months

0 Internal fiscal staff
and our auditor
Significant

u Deficiencies

[1 6-10years

[0 Management

Total:

O

O]

O

Column 3

8 months or more

Qur auditor

Material VWWeaknesses

|| years or more

Results are not
presented to Board

Total:

the!mainstitute
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