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Key Concepts

Fundraising:
- is a requlated activity
- is a public activity that impacts your image
and your reputation
- should be consistent with your mission
- requires accountability and management

Managing risk requires a combination of
awareness, action, and preparation.




-_What can go wrong”

' Criminal or IRS penalties
i F'unders may refuse to make gFan‘ts

Fundmg partners can negatlvely |mpact
— ;,reputatlon

T Poorly trained or supervused staff or

volunteers can negatively impact your
| ._,nonproflt S donor relatlonshlps .

Increasing number of nbnprdfits
Pre,ssure to dlver5|fy revenue streams

Uncertalnty in future levels of glvmg

: _’ Need to m_eet ‘ex_pect.;gtl.onsl of dlverse fun
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‘Today’s Fundraising Landscape

8 Funders are consolidating giving

' Pro.liferat_ion,of special events

¥ Niche marketing is more important

! Growth of cause-related marketing

‘What Can Go Wrong?
Failure to provide appropriate
- acknowledgements to donors
¥ A turn-off for donors ‘ |
' Internet Fundraising
" Penalties for failure to
7 _ registér in various states
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What Can Go Wrong?

:_,j"'!-?'ReIationships with fci)r-profit companies'i -

Commeraal act|V|ty that doesn’t fall under
' 'the tax exempt purpose of the nonproflt

| %‘ Is your nonprofit’ S m|55|on in sync W|th the
i<product? :
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Fundralsmg commlttee |nvest|gates Iocat|o'_ .f
for next year s gala ~

Contract is never shared W|th D|rector
= Nonprofit changes date of fundralser ‘
Oops! Volunteer is obllgated on contract
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_ Fundralsmg committee suggests rentlng
- vending machines throughout the state -

_lf’ - Out5|de Iegal counsel okays the contract




' "i.?onto fliers advertlsmg the exciting event that

the?y KNOW WI” ralse tons of money for YOU'

Nonprofit

P i
gisk Management |

9/24/2015

N

u e
Center
Find the answer here | nonprofitrisk org

Risk Management




lf If a donor speC|f|es a
use for funds, how will
speC|f|c use be tracked
and ensured?

-t!f ‘Will your nonprofit

~accept gifts other than

ﬁcash? S
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¥ Accepting Donations

~ Know yourdonor
Follow your Glft Acceptance Policy

' Be prepared to waIk away if risks or
| _unknowns outweigh benefits

Non roF
Elsk Management

Real Estate Gifts

"!ﬁ‘ What are the tax |mpI|cat|ons? ‘ sl
’H‘z‘ ANlII the property benefit the nonproflt? e

" Are there encumbrances on the property?

W Are there hlgh costs or maintenance expenses?
™ Isthe property in need of remediation?
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Process

All proposed gifts must be reviewed by the Gift Acceptance Committee. The Director of
Gift Planning will work with the donor and the VP for Finance’s office to obtain all
necessary information for review before a gift can be accepted. Donors will be advised
of the time frame to expect in reviewing a potential gift of real property.

4 The donor must submit a “Real Estate Checklist,” (attached) completed as fully as
possible. The purpose of the checklist is to gather basic information about the
property, surface possible environmental issues, and understand the possible costs
of holding the property.

# Arepresentative of the University, usually an employee, will generally visit the
property to assess potential risks before incurring the expenses associated with
further consideration of the real estate gift possibility.

# University representatives will be especially interested to learn of any environmental
problems or pending claims pertaining to the property or abutting properties. If the
gift review process proceeds, a Phase | environmental assessment will be reguired.
(In rare situations, this requirement might be waived by the VP for Finance.) Unless
the donor offers to pick up this expense, the University will pay for this
environmental assessment. (The purpose of the assessment is to protect the
University's interests.)

# The university should secure documentation that the donor holds clear title to the
property, e.g. deed, attorney’s title opinion, insurance policy, survey. Assuming
these documents indicate the donor holds clear and marketable title, the university
will generally obtain title insurance at the time the property is conveyed.
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CRITICAL ELEMENTS OF A GIFT ACCEPTANCE POLICY

The gift acceptance policy should include several elements:

Your organization's mission,

The purpose of the gift acceptance policy;

Recommendation of donor's use of legal counsel;

Circumstances in which your organization will engage legal counsel;
Your organization's policy with respect to gift restrictions;

Types of gifts and the forms of gifts that your organization will accept;
Reporting requirements;

Your organization's adherence to ethical standards;

Gift acceptance committee; and

Annual review.




Dwersﬁy-l:'undmg

g Analyze your current fund development-‘-:ﬁ

~ strategies—are they working?
"-*"'_"Inlve your board members

! Try new things— crowdsourcmg, |mpact

- grants & membershlp

The general publlc

ngh net-worth |nd|v1duals

i Spéual events
| ‘Grants
* Sponsorships
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! Tax-free glft? Or taxable advertlsmg payment :

lr Factors suggesting taxable:
- % Exclusivity
7 Providing inducements to buy a product

' ""“ Linking sponsor logo to product site

“ Providing sponsors with ad opportun|t|es in pIa
~ where ads typlcally appear for a fee

'Special Events

| Have a clear goal from the start

Stlck to a budget

SECU re sponsors

- Promote, promote; promote!!

11



; Spéciél Events = Patrt T

{ At the end of the event:
' M Assess the result—Was it a success? D|d

_you reach your goal? What should be don = ;

~ differently next time?

7 Continue cultivating new relationships— "

don’t let new donors and supporters fall to
the ways:de |

- “Fundraising Tips
! Use email prompts — S|mple and fast

- see how things are progressing
- Stoke competition — have a leaderboard
Reward milestones — provide incentives

0 iglvmg and explaln your new campalgn

9/24/2015

- Show progress toward a goal — people like to

Acknowledge past donors — give thanks for p '

12



FINANCIAL RISK TIPS

Fund access :
Donatlon/ gift acceptance
AdOpt intentional fmanual practices
i Diversify funding

. Ensure effective due diligence

9/24/2015
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i = Donor Dlscontent
o WHY’ *

Perceptlon of fund misuse
Anger about management practices

ack of gift acknowledgement
-7 Vlolatlon of prlvacy ' |
'WHATRESULT? =
¥ Request for return of funds
Negative social media posting

[ —
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eanw!he \ anprofitiskorg

Example of Donor Discontent

Armstrong appeals to cancer supporters
as some donors ask for their money back

By the CNN Wire Staff

updated 4:55 PM EDT, Sat October 20, 2012
Austin, Texas (CNN) -- For years, Connie and Daniel Roddy did all
they could to support Livestrong, raising tens of thousands of
dollars for the cancer charity founded by cyclist Lance Armstrong.

"It all started when Lance's first book came out,"” Connie Roddy said,
referring to the 2001 publication of "It's Not About the Bike: My
Journey Back to Life." which details Armstrong's bout with testicular
cancer. "l read it cover to cover. | was just so taken by who he said
he was."

The Roddys. who live in Santa Monica, California. say they initially
gave $50,000 to the foundation. In 2003, Connie Roddy said, she
helped organize an event for the foundation at a health club that
raised an additional $150.000.

Now they want their money back

"I feel we were really fooled. We were really hoodwinked." she said.

14
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How to appease your donors!

- Be transparent

- Document decision-making process for executive
compensation

- Monitor changing stakeholder needs/attitudes

~ « Ensure that gi ledged accurately =
nsure that gifts are acknowledged accuratel
and promptly B

LYy
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Tips from Carol Weisman:
- . ;}

What to say when your potential donor has had a bad
experience with your organization:

- That is totally unacceptable. May I have your permission
to look into this and find out what happened?

- That is why I am here today. I'm afraid that at our current
funding level this might happen again. What do you think

we should do differently?

- Is there anything I can do to make this up to you?

http://www r ilder m/
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with t

he Law

e Failure to Comply

Why?
Asking for a gift or selling goods/services that

will benefit a charitable cause MAY trigger the
requirement to register

How?
Unified Registration Statement, currently
accepted by 36 states
www.multistatefiling.org

=

Nonprofit
| Risk Management
Center

What is the United
Registration Statement?

The United Registration Statement (URS) represents an effort
to consolidate the information and data requirements of all
states that require registration of nonprofit organizations

7 performing charitable solicitations within their jurisdictions.

The effort is organized by the National Association of State
Charities Officials and the National Association of Attorneys
General, and is one part of the Standardized Reporting
Project, whose aim is to standardize, simplify, and economize
compliance under the states' solicitation laws.

9/24/2015
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No registration required

Other registration requirement
Registration required
Registration required (no URS)

What other risks arise in >

connection with solicitations? LAy

- Fraudulent fundraising: misleading or untruthful
solicitations

- Using photos of clients without authorization
- Restrictions on gifts that are unintended

- Email solicitations or telephone calls that violate the
federal CAN-SPAM Act

17



3. Lack of .Tra-nspar-encypr' ==

- What Donors Want to Know:
7" Who leads your nonprofit
M‘ How contributed funds are spent

¥ What impact the nonprofit has

*Perceived Lack of Ethics

Retention of professional fundraisers

~ Perception that stated use purpose isn’t the':i

same as actual use of funds
Fundralsmg for a cause not honored

_thtle evidence of program achievement |

9/24/2015
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Risk Tips: Negative Ethics

AT 3K

- Establish whether they are employees or independent
contractors

- Registration of professional fundraisers may be required
by the state

+ Choose fundraising professionals and strategies with care

- Be prepared to respond to allegations and inquiries with
rehearsed “talking points”

-
|

"

- Share programmatic achievements with donors to ensure
confidence in spending

. Nonprofit
Risk Management |
= Center

Find the answer here | nonprofitiskorg

tasteless plea
for money.

I will never
donate to
them again!

How pathetic!

So offensive!!

19
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Consequences of Failed Viral Campaigns ilmw

« Loss of donors and partners

+ Reputation damage; negative
shift in public perception

- Compromise (or perceived
compromise) of your mission

« Lasting inability to 'shake' off
the failure

« Plummeting staff morale

9/24/2015
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Put your campaign in the right hands
+ Ex: don't allow untrained volunteers or unsupervised staff to

manage social media campaigns

>

Test your viral campaign - get to know your target audience!

Make donating easy
- Use a dedicated web page or mobile app for effortless giving
- Ask for small, reasonable donations

Respond to donors’ criticisms during the campaign
« "No comment" allows donors to fill the silence with rumors
« Monitor communication channels for shifting donor attitudes;
respond quickly and transparently to control viral backlash
- Speak up: don't wait to apologize or admit you were wrong

Learn from successful AND failing campaigns
- Don't make the same viral fundraising mistake twice

20
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What kind of strings are attached? i T

Philadelphia physician Florence Chapman Child conditioned
her 1957 legacy gift of $50,000 to Bryn Mawr on an agreement
that the school take care of her 150-year-old grandfather
clock, meaning "install it in an appropriate place, keep it in
proper condition and repair, make no changes in the
fundamental appearance, and ... not. .. have it electrified."

Source: Nonprofit Gifts: When Strings Are Attached, www.nolo.com

Trustees Get Choice—

DRI MAWR, Pa. (AT) — The $—————————————
ces of Bryn Mawr college |accoptance of the grandfather's

can lllVl An sisfe of it | clock made by her greatgrand.
Thoy promiso 10 Instal} @ 150. | rosk madE OV
year- olﬂ urlmllllhnu clock In
an appropriate place at the col. | She stipulated the trustees are
to "Install l(l II: an lppmprudl‘n
alum-n L'Mld of | place, keep It In proper con
m AT e s e
& by  gradunte | change in tho funda
::ll:";ll)': o -nB' pearance and are not 10 have It
usual beqguest, ll was l!h\lﬂ‘.d electrified.”
when her will was ftled for pro-| I the college does not accept
bate here. the clock, the onire -m. will
Chiid bequeathed her on. b given to
tira estate to Bryn Mawr col- | Officlals o( llm mll!ﬂ were
"l tege, but conditiotied the gift on , not avaable for comment.

-7=aru-=~<-.-

————————— - =ou= encoz

21



' Risk Tips |

i i

!’f L Establish a Gift Acceptance Policy
iy

Deliberate on the ‘strings’ before you accept a gift
- Clarify donor requirements

- Formalize a contractual gift acceptance agreement
« Hold yourself accountable and provide confidence to your donor

il
! ITilllli;.:. =

Only accept gifts that principally benefit the nonprofit
- Beware of gifts that support the donor more than the nonprofit
- Steer clear of dramatic donors who seek limelight or ego-boosts

e

g™
R N

For gifts that can no longer be used for their original purpose:
» Ask the donor to consent to a modification of the restriction
« Petition the court to approve of a modification of a restriction

Nonprofit
Risk Management
Center

"Fundraising is an extreme sport!"
- Marc A. Pitman, 'The Fundraising Coach'

Nonprofit

9/24/2015

22



N_mlgproﬁt

profit :
tManagement ]

TI-IANK YoOou!!

Any QUEStIOHS?;

Emlly Stumhofer, Staff Attorney
Nonproflt Risk Management Center

emlly@nonprofltrusk org
i 703. 777 3504 '
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