Laying the Foundation

“Every man is guilty of all the good he didn’t do.”

-Voltaire

Welcome!
Why are we here?

.........

» Mismanagement of Nonprofits

» 3 Foundations: Healthy boards = Healthy
Nonprofits

» Chuck Loring once a year
» Building High Performing Boards - 3X/YEAR

» (TELL YOUR FRIENDS AND FELLOW BOARD
MEMBERS)

=1

5/22/2019



Cooper Foundation

Founded by Madison Cooper in 1943
“to make Waco a better or more
desirable place to live.”

Grants
Nonprofit Network

Waco Leadership Forum

' % ‘ Cooper House
High

Who Am | to Talk About Board
Governance?

Planned
Parenthood’

Care. No matter wh:

POINTS -
OF LIGHT

UST

cod
' ﬁ r Boardsource

CULTURAL
TR
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Do you need CPEs?

We offer CPE credit!

Please ask before you leave!

N

Building High Performing
Boards - Why This Matters

» Locally...

» My board is does not seem engaged.

» Board members arrive to meetings late or leave
meetings early - or they just show up occasionally.
How can we ever get anything accomplished?

» Shouldn’t | be able to ask my board for their help
with specific challenges related to their expertise? |
don’t feel like | should have Google “HR and Tax
Law” when | have a CPA on my board.

» | just wish my board would show up more,
communicate more, and provide more input.

Source: Felicia’s Informal Survey of Executive Directors and Board Chairs
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Building High Performing
Boards - Why This Matters

WHAT EXPLAINS THESE
SURVEY RESULTS?

In general, many board
members don’t
understand their role.

ok

Imagine...

» In 6 months, when all of your board members have received bo
governance training...

»What is different?

» Board members show up and are prepared
» We have more donors
» We have an Executive Director who is EXCITED to work for us.

» We have a clear vision for the future and a strategy to get there

f o ¥
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Today’s Logistics

» No breaks
» Ask Questions, but...

» The workbook does not follow this
presentation exactly and that might drive you
crazy.

» Slides available on the website.

2

Building High Performing
Boards

» Legal Duties & Why Have Boards?
» Building a Competent Board
» Trends in Board Structure

» Should | Join a Board?
Should | Leave a Board?




Building High Performing
Boards

Introductions
PAIR UP AND SHARE!

* Your name |
« The organization on whose board you serv
* Then, tell them
(in ADDITION to the amazing work that
the organization does in our community)

The best thing about this organization’
board is...

bt B
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Building High Performing
Boards

Legal Duties & Why Have
Boards?

Building a Competent Board
Trends in Board Structure

Should | Join a Board?
Should | Leave a Board?

6 2G. .

What Is a Nonprofit
Organization?

501(c)(3) Tax Exempt Status

Commitment to mission over profit; nonprofits
exist to benefit others, not owners

Must have a board of directors, which has
authority over the organization

Leadership shared between the board of directors
and the chief executive
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Why do Nonprofit Boards
Exist?

» Nonprofits are weird animals.

» 3-25+ board members supervise one
Executive Director

» There is no profit incentive

Why do Nonprofit Boards
Exist?

To Govern Nonprofits

Good Governance is ”an engaged,
informed, and independent board;
defined policies and practices; and
transparency.” (per the IRS)




Why do Nonprofit Boards
Exist?

> “The IRS encourages an active and engaged board,
believing that it is important to the success of a
charity and to its compliance with applicable tax law
requirements.”

» “Governing board should be composed of persons
who are informed and active in overseeing a
charity’s operations and finances.”

> “If a governing board tolerates a climate of secrecy
or neglect, we are concerned that charitable assets
are more likely to be diverted to benefit the private
interests of insiders at the expense of public and
charitable interests.”

»  Source: https://www.irs.gov/pub/irs-tege/governance_practices.pdf

" 2G. .

Legal Duties of Boards
According to US Nonprofit Corporation

> Duty of Care: Using your best judgment. Each board
member has a legal responsibility to participate actively in ‘
making decisions on behalf of the organization and to exercise .
their best judgment while doing so. ‘

» Duty of Loyalty: Avoiding conflicts of interest. Each
board member must put the interests of the organization
before their personal and professional interests when acting on
behalf of the organization in a decision-making capacity. The
organization’s needs come first.

» Duty of Obedience: Being true to the organization’s
mission and following the law. Board members bear the legal
responsibility of ensuring that the organization complies with
the applicable federal, state, and local laws and adheres to its
mission.

LN

Page 7 of the wol
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Two MORE Duties of Boards

Duty of Common Sense

Duty of Curiosity
Can you help me understand...?

ihere ey

f. =What
L

Why Have Boards?

Provide
Fiduciary
Oversight

Set Ensure
Strategic @ Adequate
Direction Resources

|n g e DOATASOUICE
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Why Have Boards?

Set
Strategic
Direction

Why Have Boards? Strategic

Direction

INNOVATION

11
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Why Have Boards?

Ensure
Adequate
Resources

Why Have Boards?

HONESTY

!
T HONOR ;Espea‘k Up.
REPUTATION

-~

STATURE

Ensure
Adequate
Resources

12



Ensure
Why Have Boards? Adequate

Resources

» AAA BOARDS
»Ambassadors in public
» Advocates for people and causes
» Askers

'_;ﬁ:_‘ (thanks, Chuck Loring)

Ensure
Why Have Boards? Adequate

Resources

T Lone Stan

6100 9800 QDOOZ 1980 %13
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Ensure
Why Have Boards? Adequate

Resources

Ensure
Why Have Boards? Adequate

Resources

5/22/2019
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Ensure
Why Have Boards? Adequate

Resources

Ensure
Why Have Boards? Adequate

Resources

5/22/2019
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Ensure
Why Have Boards? Adequate

Resources

o speak up!

——

.25
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Why Have Boards?

Silence is
not golden.

Ensure
Adequate
Resources

Why Have Boards?

speak up!

Ensure
Adequate
Resources

5/22/2019
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L

Ensure
Why Have Boards? Adequate

Resources

wx

U
Ensure

Why Have Boards? Adequate

Resources

Cultivation

5/22/2019
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Ensure
Why Have Boards? Adequate

Resources

Support the CEO!
Hold the CEO accountable!

v

v

v

v

Ensure

Why Have Boards? Adequate

Resources

BOARD CHIEF EXECUTI

Board has ultimate . .
authority and accountability » Chief executive

Does not manage the authorized to mana
operations organizational

Does not micromanage operations

Works productively with th .
chiof exacutive Y M€y Works productively
Evaluates the Chief with the board

Executive with a sound,
objective process

5/22/2019
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Signs of a Strong Executive &
Weak Board If you are a founde

+ Your job is to b
organization to (3
without you.

Limited oversight + Seeing the organi

thrive after you st

your single biggest

Conflicts of Interest achievement. It’s you

legacy.

Restricted information flow

Limited strategic input

Filled with figureheads and fundraisers

vV v.v. v v Y

Filled primarily with handpicked friends who serve
as a favor to the ED

> Skeleton board OR Consistent and/or widespread
absences

2L .

Strong Executive / Weak
Board REMEDIES

» Who recruits board?

» Reconsider size of board/executive
committee

» Board self-assessments
» Succession planning

» Strong board chair
» Job descriptions for board
» CEO evaluation/executive session

o1,

20



Why Have Boards?

r

\N(

Provide
Fiduciary
Oversight

Provide
Fiduciary
Oversight

This *fiduciary” thingy really complicates
pillaging a corporation.

5/22/2019
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Why Have Boards?

Fiduciary
Oversight

» Approve annual budget
» Monthly review of financial

statements DID YOU JUST
» Payroll Taxes THEq'I-I\:I:I\_NI\gED" =
» Annual Review of the 990 sl
» Directors & Officers Insurance L

» Anyone can sue you for anything
» Internal Controls & Annual audit

2L .

Why Have Boards? B
iduciary

Oversight
Prevent Fraud:

> Unscheduled reviews of staff expense reports

» Bank statements (all!) sent to the Board
Treasurer

» Audit Committee & Annual Audit
» Internal Controls

» Encourage Whistleblowers

Check out Waco Foundation’s
Fraud Prevention materials
in the Nonprofit Management Library a

“ﬁ . www. mclennannonprofits.org

22
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Why Have Boards?

Fiduciary
Oversight

» Nonprofit - 501(c)(3) - is a tax status, not a
business model

» Nonprofits should have 3- 6 months cash on
hand.

» Ideally, nonprofits would have different types
of reserves for a variety of purposes:

» Capital needs
» Transitions / direction changes

» Operating needs
» Overhead is important and has its place.

Tew

Why Have Boards?

Provide
Fiduciary
Oversight

Set Ensure

Strategic Adequate
Direction Resources

—
ASK HARD
QUESTIONS

23
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WHAT’S IN YOUR TOOLKIT?

S5

Building High Performing
Boards

» Legal Duties & Why Have
Boards?

»How to Build a
Competent Board
» Trends in Board Structure

» Should | Join a Board?
Should | Leave a Board?

e

24



Building a Competent Board

» WHO builds the board?

» WHAT are they looking for?
» WHEN should they be looking?
» WHERE should they look?
»HOW?

FEN

Building a Competent Board:
Who builds the board?

(formerly/AKA:
Nominatin
Committes

5/22/2019
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Building a Competent Board

Building a Competent Board
What Skitls Do We Need RIGHT N

»What are the three most |
important things for our board to
accomplish this year? ‘

» Do we have the right people on
the board to make that happen?

X

5/22/2019
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Building a Competent Board

inter-faith commrl:mentdla|og es 3

multl-generatlonalcommunl
@ access

£:2 tinclusion:

@ o opportunrty ° qurl:y

iaiversi

disability sexual orientation
erspective advocacyempowerment

pas

gender ident

Es
W
P

Building a Competent Board
When?

27
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Building a Competent Board
How & Where?

» For two minutes, think about new ways and pla
you could find board members.

» Then, turn to the person next to you and discuss‘;‘
come up with a few more ways.

Building a Competent Board:
How & Where?

Colleagues

Board members of other nonprofits
News Media

Social Media

Current volunteers & board members

Donors

Community leaders
Small business owners

Professionals related to mission

vV V.V vV vV vV v v v v

Local leadership programs: LeadershipPlenty, Leadership Waco,
Junior League of Waco

56
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Building a Competent Board
The Board Building Cycle

Identify
Evaluate Cultivate

Rotate Celebrate! Recruit

Educate Orient
Engage Page 8 of the

Building a Competent Board
The Board Building Cycle

ldentify
Evaluate Cultivate

Rotate Celebrate! ReC rui :

EdUC&I&J’ient

Engage

5/22/2019
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Building a Competent Board
The Board Building Cycle

ASK POTENTIAL BOARD MEMBERS: \
* In reading through our nonprofit’s strategic plan (
whatever background documents we gave you ahea
of time), what things excite you?

+ What specific skills, experience or networks do you
think you could bring to the table in order to help u
move forward on our goals?

“ http:// 'alveloci‘etlzm7/08/the-right-quest' to-ask-a-potential-board- ber/?mc_cid=b4d

Building a Competent Board
The Board Building Cycle

ldentify
Evaluate Cultivate
: Rotate Celebrate! _ Recruit
f Educate Orient
| Engage
.
s R

30



Building High Performing
Boards

» Legal Duties & Basic
Responsibilities of Nonprofit Board
Members

» Building a Competent Board

» Trends in Board
Structure

» Should | Join a Board?
Should | Leave a Board?

Nonprofit Governance
Leading Practices
Trends in Board Terms |
»Two 3-year terms OR Three 2-year terms
»2-year terms for board chair

Trends in Committee Structure
> Governance

» Fundraising
No need for:

~ Finance »Human Resources Committ:

»Audit

=

5/22/2019
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Nonprofit Governance Trends
Trends in Committee Structure !

*unless your board:
* has >15 members AND
*  Meets < quarterly

If you have one:
- Does not meet regularly

- Specify a limited role of the E
;TNSPAREN@Y in the bylaws
HS KEY - Two purposes: Review the
CEO and handle emerge
- Ensure prompt reporti

Nonprofit Governance Trends
Trends in Committee Struc

» Task Forces
»Bylaws Review
» Capital Campaign
»Employment Policy Review
»Events
» Executive Search
»Public Policy
»Strategic Planning

5/22/2019
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Nonprofit Governance Trends
Trends in Committee Structure

» Committee Descriptions

» Responsibilities and expectations; limited to
those things explicitly delegated by the board

» Committee meetings are open to all board
members.

» Committee minutes go out within a few days

» Committee reports are shared with the full
board at its meetings.

Nonprofit Governance Trends

Governance Committee:

» Takes the lead and responsibility for
» Nominating & Recruitment
» Ongoing board development
» Leadership development

» Board and member assessment and board
education

» Ensuring that the board is equipped with
proper guidelines and structure to do its work
most effectively (AKA Bylaws & Policies review)

bt B

5/22/2019
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Nonprofit Governance Trends

TEN MINUTES LEFT -

6 2G. .

Nonprofit Governance Trends
Board Meetings

Welcome /

CONSENT AGENDA  e.g. Board Minutes, Committee Reports -1
FINANCIALS
What are the key takeaways?
COMMITTEE WORK
not reports!
What does the committee need from the board?

MISSION MOMENT

STRATEGIC
THINKING

Questions to Consider

EXECUTIVE SESSION

Board Meeting Evaluation

2% &

5/22/2019
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ROBERT’S RULES OF ORDER!

WHY?!

Helps shorten meetings
Protects the voice of the
minority

Helps you avoid getting
sued

Set the tone and formality

needed for different
meetings

" 2G. .

Nonprofit

Finance

Days of

unrestricted
cash on hand

45 Days

Net surplus or
deficit YTD

compared with~HWithin
W

$28,000 worse
than budget-
to-date

Governance Trends

% Board Meeting Attendance
26 Members, 4 Meetings

e Y
2017 Committee Meetings -
& # of Participants

kil ki ik
OSSP IPS S

e e Rl

+18% m3ce tank you €3S to

5/22/2019
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Watch

6 Months Ago

Finance

Target
Days of unrestricted cash on
hand 45 Days

Net surplus or deficit YTD
compared with YTD budget Within $25K or

$28,000 worse than budget-

1008 7 5N 0 ¥

. 5%
ol ™ = o Ton TN
cox 0% s
aos
208 ¢
o 4
Jan Apri iuby Oct Fab Aped Aug Oct Jam Apedl July Oct
5 1S ‘1S (1S '16 16 16 16 17 17 17 7

2017 Committee Meetings bk
& # of Participants 15%
::-no,'u“,.lnloeilo
Fiklkki bhikk
FPEL LA ISP

WEsecutive WFinance ¥ Nominating  § Personmel

A

5 Innovate new and improved activities
2 necessary volunteers
1| Reach number of

Mantain flunding commensurate with service

Selivery
Vaidate workplan indistives sgainst expected

better to-date
l Government funding YTD
(52% of budget) Within 3% $3,200 worse than budget
Qays from end of month to 24 Days 48 Days
inancial statements
6w
ACME Nonprofit for Everything Good
Board of Directors Dashboard as of January 2018
% Board M i ,' d e Individual Member
26 Members, 4 Meetings Attendance (includes call-ins)
Annually o2 100%
_— present. 7
dwectors

Overall Rating of
Last Board Meeting

Poor, 5%

Director Contributions

92% actual of
$3.000 Goal

results
ACME’s policy voice is sought out and

Be the primary source for data, polcy
examples 8 best practices nformation

Educate hey decrsonmakers

'ACME is the premier

Qther Board Actions:

+100% completed required signed
COI Annual Disclosure

+49% sent advocacy letters in 2017
+25% attended most recent DC
Congressional Fly-in Event

~15% made thank you calls to

Engage statefocal groups as actve
in forums

[Deveiop nteriintra-state”

Share among grovps

+3 board positions still open
«Carryover project from ‘09 & ‘10—
CEO Succession Plan

Finances: income -17% (CONUIDUTIONS & SPONSOVS), DUl EXPENSES CUT (2 SIaf pOSILONS) fof SIGNT year-

S04 surpiys 1o stabilge “6-monih” gessls

5/22/2019
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8 YTD BUDGET STATUS IiRkEE:: Rkt

¥ 1,400,000
1,200,000
1,000,000

800,000
600,000
400,000
200,000
0
-200.000

FY9:YTD
sUDGET

INCOME SOURCES

SUPPORTING DATA

; YTDS | 'STACT | 'S4ACT | 'M4BUD

INC |1,092,550 1,146,569 1,174,845

EXP 1,153,264 {1,080,188 i1,162.444

NET | js2.714)] 56380 12401

INCOME SOURCES
PROGRAMS 86,243 TETW

EARNEDINCOME | 234,157 250450

PUBLIC SUPPORT | 542123 543725

INVESTMENTS | 303340 203340 § YD

RS
1 PUSLIC SUSRORT
5 INVESTUENTS

FY 84 YTD
BUDGET BUDGET ACTUAL

IMULATIVE INCOME [ THISYR

w0 suzesr

MEMBERS

7.000
5,000
5,000
4,000
3,000
2,000

O N D J F WM A MW ) J

YIDTOTAL Fyse:
VISTORS FY 35 31.495

i USTIR :
$2,000.000 ACTUAL 3000
sa
1,800,000 e
1,200,000 1500
-
200,000 o
400,000 L]
° NEW.
RENEW 2,426 2340 ANNUAL
LAPSED 437 21
Kl TOTAL VISITORS oxn HIGHLIG
B e B omen

year and almost 5x this year's budget.

--especially in March -- and greatly improving our outreach.

m MEMBERSHIP: Total membership declined by 645 since last year -
‘or22.8%. More troubling is that over twice as many members lapsed
during this period -- 921 compared to 437. Had the lapses remained
constant, our membership would have declined by only 5.7%.

“ BUDGET STATUS : Income is ahead of last year but below budget.
By controlling expenses,YTD netis is significantly greater than last

PROGRAMS : The African-American Art Exhibition {(Evans Collection)
was a critical and financial success drawing large numbers of visitors

5/22/2019
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Building High Performing
Boards

» Legal Duties & Basic
Responsibilities of Nonprofit
Board Members

» Building a Competent Board
» Trends in Board Structure

»Should | Join a Board?
Should | Leave a Board?

Should | Join a Board?
Should | Leave a Board?

» What am | passionate about?

» What nonprofits out there address the thm
care about? |

» Do some research:
» Website
» Guidestar.com
» Talk to current board & staff

» Look at governing documents, 990, current fmancra’f
statements

» Am | willing to do what it takes?

KR

5/22/2019
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Should | Join a Board?
Should | Leave a Board?

Am | willing to do what it takes?

» Ways to help public charities:
» Become a member of a board (GOVERN)
> Be a volunteer (HELP)
> Be a staff person

EVERYONE IS
IMPORTANT!!

» Be a donor

—;ﬁ:—.

Should | Join a Board?
Should | Leave a Board?

5/22/2019
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Should | Join a Board?
Should | Leave a Board?

IDEA START-UP GROWTH MATURITY ~ DECLINE  TURNAROUND TERMINAL

Nonprofit lifecycles: stage-based wisdom for nonprofit capacity
Susan Kenny.Stevens - Stagewise Enterprises - 2008

Should | Join a Board?
Should | Leave a Board?

Ly

5/22/2019
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Should | Join a Board?
Should | Leave a Board?

» FIND OUT:

» How often the board meets and where it
meets

» How long are the board terms
» ASK TO SEE:
> Bylaws

» Most recent financials, previous year end
financials

» Most recent audit

ok o

Should | Join a Board?
Should I Leave a Board?

|

5/22/2019
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Should | Join a Board?
Should | Leave a Board?

» Ask YOURSELF

»How committed am | to the
mission and vision of this
organization?

» Am | willing to be there in times of
crisis?

» Am | actually able to attend the
meetings? Can | make this a priority?

» Would this organization receive
one of my top 5 charitable gifts?

Should | Join a Board?
Should | Leave a Board?

Am | willing to do what it takes?

> Ways to help public charities:
» Become a member of a board (GOVERN)
> Be a volunteer (HELP)
> Be a staff person

EVERYONE |
IMPORTANT I}

» Be a donor

5/22/2019

42



5/22/2019

Building High Performing
Boards

» Legal Duties & Basic
Responsibilities of Nonprofit
Board Members

» Building a Competent Board
» Trends in Board Structure

» Should | Join a Board?
Should | Leave a Board?

E L

Imagine...

» In 6 months, when all of your board members have received bo“
governance training...

»What is different?

» Board members show up and are prepared
» We have more donors
» We have an Executive Director who is EXCITED to work for us.

» We have a clear vision for the future and a strategy to get there

rx
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Question?
Evaluations!

Thank you!

Felicia Goodman

felicia@cooperfdn.org
0 254.754.0315 m 254.644.2363

6 2G. .
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