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Preface
This workbook owes a great deal to a number of central Louisiana leaders. Roy O. Martin III initiated the
conversation on the subject with us some years ago, noting the number of nonprofits that seemed either
perpetually in crisis or woefully inefficient. His persistence and generosity have educated the rest of us in many
ways.
The Louisiana Charities Trust provided the grant that enabled us to hire Ms. Carman Luneau and get the initiative
underway. Ms. Luneau brought expertise both as a former corporate auditor and the founder of a nonprofit
agency called Partners in Literacy. She is the principal researcher and writer for the Finance module of this
checklist, and her review and encouragement were critical.
Special thanks go to Mary L. Carroll, CPA, who served as board treasurer for UWCL for several years and
encouraged the project from the beginning. She contributed her expert guidance and many hours of volunteer
time. Serving with Mary were the other members of UWCL’s Operational Excellence Committee: Debbie
Humphries of Gilchrist Construction, Mike Joseph of Cleco, Eric Kent of Pathway Advisors, retired bank president
Don Kramer, Judy Miller of Cleco, and Randy Ponthie of Southern Heritage Bank.
In addition, the UWCL Board of Directors has seen the value of this initiative and supported it along the way.
Members of the board during 2011 and 2012 included:
Connie D. Baker
Janine Ferguson
Donna Mathews
Thomas E. Scott
Jim Beatty
Brooks T. Harris
Judy P. Miller
Robert Taylor
Wade Bond
Wyatt A. Hassel
Alainna R. Mire
Katie Vanderlick
Carmen Campo
Bishop Ronald P. Herzog
Warren R. Morris
William S. Wallace
Mary Carroll
Deborah Humphries
Lisa Norman
Randy Wiggins
Michael D. Crowell
Chaquetta T. Johnson
Darren Olagues
David Williams
Jeff Draughon
Michael W. Joseph
Wanda Ozier
Toma Epps
Eric Kent
Heather Poole
Sharon Greiner, UWCL’s Director of Community Investment, has contributed to this effort at every step. Debbie
Dove and Debbie Jarred helped bring the project to fruition. Christianna Burwell used her BSW internship from
Northwestern State University to help us in many ways during this time, and we thank her too.
Consultant and friend Jackie Hall asked me where the ideas for this workbook came from. (In fact, the idea of
calling this a workbook was hers.) We were influenced by the Standards of Excellence work used by the Louisiana
Association of Nonprofit Organizations (LANO), but I owe thanks as well to Dr. Norman Dolch, retired American
Humanics professor at the Louisiana State University at Shreveport. Norm asked me to teach a course for LSUS’s
master’s degree in Human Services Administration, and I did, for ten years. That work kept me current as the
literature developed, and it gave me a broader view of the subject matter.
We also wish to thank the dozens of other community leaders who participated in focus groups and reviewed
copies of this draft. This has been truly a community effort thanks to their willingness to live united.
Dave Britt, President / CEO
April, 2012
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Introduction
Workbook for the
Agency Excellence Initiative
United Way of Central Louisiana

Welcome to the Agency Excellence Initiative Workbook! You hold in your hands a summary of what we
think it takes to build and operate an excellent nonprofit organization.
Why did we create this? Ever since its founding in 1954, the United Way of Central Louisiana has
mobilized leaders to identify issues in the community and address them effectively. Look at these
passages from our original bylaws (the boldface type is added for emphasis):
The purposes for which this corporation is formed are:
a) To assess, on a continuing basis, the need for human service programs; to seek solutions to human problems; to
assist in the development of new or the expansion or modification of existing human service programs; to promote
preventive activities, and foster cooperation among local, state, and national agencies serving the community.
b) To develop as fully as possible the financial resources, both governmental and voluntary, needed to meet the human
service needs of the community and reduce the number of appeals for financial support for services.
c)

To deploy United Way financial support so as to maximize the resources available to agencies for services aimed at
the most urgent current needs of the community, including those supplied by organizations not now receiving
United Way financing.

d) To muster community support and commitment for the entire United Way enterprise through a systematic
communications program which both speaks and listens to the community.
e) To manage United Way operations effectively, and to offer assistance to agencies wishing to improve their
management skills.
f)

To receive by gift, grant, device, bequest, or otherwise, and from any private or public sources, personal or real
property, and to hold, administer, sell, invest, reinvest, manage, use, disburse and distribute, and apply the income
and/or principal of the same in accordance with the directions and intent of the donor or donors of such property, or,
in the absence of such directions, as the corporation may deem best from time to time, for the promotion of any or
all of the foregoing purposes.

g)

To do any and all things, either alone or in cooperation with other organizations or institutions, and either directly or
by contribution to other such organizations or institutions, which it may deem necessary or proper in order to carry
into effect any or all of the foregoing objects or purposes.

From its beginning, its founders envisioned UWCL to be more than simply a community fundraiser.
Language such as “assess… seek solutions… promote preventive activities… and foster cooperation”
speak to a much greater purpose of leading the community to work together to advance the common
good in central Louisiana.
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Strategic Foundations
UWCL has built its strategic foundations for community advancement in several ways.


Governance – For the past several years, UWCL has adopted the Policy Governance™ model of board
governance, originally developed by John Carver. This model helps a board focus on and measure its
intended results rather than simply monitor past internal processes.



Volunteer Engagement – UWCL has always relied on community volunteers to carry out the most crucial
parts of its work. Volunteers are engaged from the board of directors, to financial oversight, to the
evaluation and monitoring of programs that UWCL funds. More recently, UWCL staff have operated an
online volunteer matching database, where individuals can register to volunteer with local nonprofits, and
agencies can list their volunteer needs.



Information and Referral / 2-1-1 – In 1998, with grant assistance from the Rapides Foundation, UWCL
created the first online database of service programs in central Louisiana. The website URL is
www.guidetohumanservices.org, and users can search for help by keyword or by an innovative decision
tree. The database information was given to the Louisiana 2-1-1 system so that 2-1-1 would have good
data on central Louisiana helping agencies.



Partnerships – UWCL has conducted a monthly Human Services Forum for agency staff and volunteers
that both educates and helps attendees network with each other. These relationships proved invaluable
in the wake of hurricanes Katrina and Rita in 2005, when Cenla responded quickly to a deluge of evacuees
from all along the Louisiana coast. In 2007 UWCL formed an Early Childhood Initiative that resulted in a
set of community strategies for early childhood success and school readiness.



Agency Excellence – Beginning in 1997, UWCL conducted workshops for local nonprofits in identifying and
measuring the outcomes they sought to help their clients achieve. This data is now a regular part of
UWCL’s reporting to the community in its brochures and annual reports.

Next Steps
Over the years, a number of local nonprofits have had serious problems that show up only when the
agency’s finances fall into crisis. Some have even gone out of business as a result. The underlying causes
have been varied, including things from inadequate board governance to a failure to manage finances
well. Each time a nonprofit agency fails or falls on hard times, the public tends to lose a bit more
confidence in the nonprofit sector as a whole.
The Agency Excellence Initiative has been developed to give nonprofit agencies a useful blueprint to
greater capacity. In the fall of 2011 we convened 45 community leaders who were also leadership
donors. We asked them to tell us their thoughts about local nonprofit agencies. We heard several
messages:
 Cenla leaders value the work of local nonprofits a great deal.
 These leaders sometimes worry about the financial health of local nonprofits, especially in the
current economic climate.
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They welcomed an effort from United Way of Central Louisiana to bolster the level of agency
excellence at all levels, and they felt that UWCL was the right entity to lead such an effort.

What emerged out of our community conversations was a first draft entitled the “Checklist” that ran to
59 pages. That length shocked many of the focus group participants, who had expected about two pages
of common sense items. Interestingly, the people who felt most surprised at the length were some of the
largest donors who had encouraged us down this path in the first place. One participant, the chair and
CEO of one of central Louisiana’s largest companies, put it this way: “I want to know three things when I
donate to a nonprofit: Are the finances audited? Is the executive director passionate? Do the programs
work? I have United Way to worry about the other stuff.” Those are three great questions, and we
appreciate his confidence in United Way’s commitment to excellence and accountability.
Also interestingly, however, agency executive directors found the full workbook helpful. The text of the
workbook filled in gaps and explained why various items were important. In some cases, agency
directors hadn’t realized why some items were important; in others, the directors hadn’t even thought
about them.
Some thought the document was too long; others urged us not to “water down” the standards.
Consultant Jackie Hall provided the terminology that helped us through the impasse. The original 59page document is actually a workbook, not a mere checklist. The summary checklist, albeit longer than
two pages, may be found at the end of this workbook.
Other conversations have revolved around whether this workbook entails some kind of certification or
accreditation process underwritten by United Way of Central Louisiana. Still under discussion is whether
a subset of the checklist can be offered as a Basic level or ‘good enough’, with the full set representing a
gold standard of sorts. The difficulty has been unraveling which standards are not necessary for the Basic
level; some people see the set as a seamless continuity. These conversations are ongoing at this writing.

The Ultimate Goal
Operational excellence is an important means to the ultimate goal of advancing the common good in
central Louisiana. Results for Cenla residents are what we’re driving toward: more children prepared to
enter school, more youth graduating high school, more stable families, and help for our neighbors in
crisis to attain stability quickly. We continue to expand our horizons and learn to do this work better, and
we offer this workbook and checklist as a stepping stone on the way.
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2nd Edition: Notes for Certification
First editions can always be improved, and this Agency Excellence Workbook is no exception to that rule.
We owe a special debt of thanks to the first three agencies who agreed to be our “guinea pigs” and to go
through the certification process first. Those agencies were the Food Bank of Central Louisiana, the
Volunteers of America of North Louisiana (Central Louisiana Division), and the YWCA of Central Louisiana.
Those who are already excellent crave more ways to prove it! The local executive leaders of these three
agencies – Jayne Wright-Velez, Donna Capps, and Katie Vanderlick, respectively – quickly leapt on the
bandwagon for certification, agreeing to help us iron out the kinks in the system. Our volunteers knew a
good bit about these agencies already; the VOA and YWCA had been partner agencies with our United
Way for many years. The Food Bank shared volunteers with us, though they had not been a partner
agency for many years, and we knew enough to be comfortable going into the process with them.
Though we knew we had worthy partners in the first iteration of this process, no one should assume that
any of these agencies got a “pass” when it came to the requirements! Our original date for completion
and announcement quickly fell by the wayside when we faced the choice of meeting an arbitrary
deadline or doing the process right. To a person, all agreed that the integrity of the process came first.
The Volunteers of America deserve a special word of appreciation. Being a regional division of an
organization headquartered elsewhere (Shreveport), they presented us with a few additional
complications. We had not thought through all of the implications and questions that arose: are we
certifying the entire organization, or just the division that we work with directly? In this case, we decided
that we were certifying the local division. That meant obtaining financial and program records for local
operations, just not those for the entire agency. The VOA was able to supply us with all of the items
requested, enabling our volunteers to feel confident about their operations both locally and agency-wide.
Our unanticipated questions caused certification for the VOA to take a longer period of time, and we
appreciate the patience that Donna Capps exhibited toward us along the way.
Many of the lessons learned involved clarifying our questions, asking explicitly for documents we wanted
rather than assuming that the agency would somehow know to provide them. Other lessons involved
clarifying the basic intent of the question itself. We hope that the agencies following after our first three
will benefit from the clarity they’ve helped us attain, and that they will help to add continuing value to
this process.

Lessons for applicant agencies
The most important lesson has to do with creating the binders of materials to be submitted: make your
binders easy to read and navigate. Because the completed binders contain so much material, this can
take some thought and planning. A table of contents is welcome, preferably with page numbers once the
materials have been assembled in their final form. Direct the reviewers to specific pages to find
attachments. Use tab dividers to mark major sections such as modules; copy attachments on a different
color paper to make them easier to find. If possible, locate attachments immediately behind the
question that calls for it.
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With all of the changes made for this second edition, our overall goals remain the same:
1. Provide a “roadmap” for agencies that wish to be excellent
2. Provide documentation for agencies who have demonstrated excellence
3. Raise the level of excellence and leadership for the nonprofit sector in central Louisiana.
We extend a word of thanks to all of the volunteers, agencies, donors, board members, and others on
whose shoulders we stand every day.
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Workbook
Agency Excellence Initiative
United Way of Central Louisiana

Section I. BOARD GOVERNANCE
Governance Overview:
A.
B.
C.
D.
E.
F.

Mission
Board roles and policies
Board meetings
Ethics and conflicts of interest
Monitoring mission success and progress
CEO supervision and assessment

Introduction
In this part of the checklist we’re primarily concerned with the boards of directors for nonprofit agencies.
But these principles apply to all boards, including corporate boards and governmental boards as well.
You may find it helpful, as points of comparison, to think through these principles as they might apply to
school boards, public utility commissions, corporate boards, and all forms of government boards (think
city councils, state legislatures, and so forth).
Governance is a board’s primary job. The board of directors governs the organization on behalf of the
organization’s owners. Owners may be dues-paying members, or taxpayers, or people of a like
persuasion, or a group of funders, or even all members of a particular community. In most cases, the
entire community of owners can’t meet together in one place, or at least they can’t do so regularly. They
depend on their representatives on the board of directors to govern the organization on their behalf.
In order to do its job, therefore, the board has to know who its owners are, and it must take steps to
understand the owners’ interests. This can be done through personal conversations, written surveys,
focus groups, or any number of other means.
On behalf of the owners, the board of directors defines the purpose of the organization. Stephen Covey
advised his readers to “start with the end in mind.” Governance defines the ‘ends’ for the organization.
The global ‘end’ is the organization’s mission statement. Boards typically continue on to define the
mission more specifically, whether the more detailed ‘ends’ are called goals, objectives, strategies, etc.
The exact terminology isn’t important; it changes with passing organizational fads.
What matters is that the board defines the organization’s purpose clearly, and that the purpose is
defined specifically enough that everyone interprets the mission along the same lines. For example, if
the mission is “to facilitate educational success among youth,” the board will probably want to say
something about the kinds of work that will allow this to be accomplished. Here’s how one fictional
agency might go about the task:
10
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TABLE I: Examples of ends statements
Mission: to facilitate educational success among youth
Example 1:
Strategic Goal 1: Children will begin preschool
having achieved all appropriate developmental
milestones.

Example 2:
Ends Policy 1: Children in our parish will bond
emotionally with their parents.

Strategic Goal 2: Children will read at their grade
level or above when they complete elementary
school

Ends Policy 2: Children in our parish will achieve
academic goals and promote successfully to the
next grade on time.

Strategic Goal 3: Youth will graduate high school
in a timely fashion.

Ends Policy 3: Children in our parish will reach
adulthood without suffering preventable health
problems such as obesity.

Neither example is right or wrong. You may have better ideas of your own! Both columns are simply
different examples of how a board might choose to interpret its mission. The board uses its best
judgment – including the judgment of experts it consults – to shape the focus and direction of the
agency’s work. The board does this by setting out broad ends statements – or if you prefer, Goals,
Objectives, etc.
A board will also have to decide how much of its resources can be used for what activities – in other
words, what cost is the board willing to pay? Cost can include not only money but staff time, training,
required qualifications, and so on. The board then sets priorities for its resources. It might approve a
budget that contains funding for a new program in one area but not in another because there isn’t
enough money to do both. That’s always a difficult discussion, but in a world of scarce resources, the
board’s job is not only to define the ends but to indicate how each end compares to the others in
importance at the moment.
Once the goals or ‘ends’ have been defined, the board must monitor the organization’s progress toward
them. This is where many boards fall down. They settle for mere activity reports; if staff or volunteers
have been busy, then the board is satisfied. A strong board finds a way to monitor actual progress among
its clients or its target population. Key questions: “Are we doing anyone any good here or not? How do
we know?”
In the above example, the mission is to promote educational success among youth. The board could
monitor progress by tracking the rates of satisfactory performance as children enter kindergarten. They
could monitor scores on state-administered tests such as LEAP in younger grades or the ACT and SAT in
high school. And of course they can monitor high school graduation rates. Someone will have to gather
and report the data, and the board will have to decide whether the data support the idea that the
community of interest is making educational progress. If progress is being made, the board could take
11
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additional steps such as communicating the successful results to the owners and/or the community at
large, thanking and rewarding staff and volunteers, and sponsoring research to find ways of making even
greater progress. It would continue to monitor the organization’s results to ensure that progress
continues.
TABLE 2: Good Governance vs. Bad Governance
Good Governance
Defines clear performance targets for the
organization

Bad Governance
Allows the organization to drift aimlessly

Monitors organizational progress and health

Fails to understand what’s most important or to
identify progress

Knows where the organization is in the present.
Constantly looks to the past to see what the
Looks ahead to learn how the organization can
organization has already done. Isn’t clear on
be more successful.
where the organization is in the present.
Maintains a healthy linkage to the organization’s
ownership, and provides good stewardship on
their behalf

Fails to understand the interests of the
organization’s owners, and fails to
communicate progress to them

Good governance results in board meetings that
matter! Members are personally engaged in
discussions because they care about the
outcomes. Having a quorum is almost never a
problem.

Bad governance results in board meetings that
often fail to achieve a quorum. Members see
meetings as a chore because they can’t see
how the meetings affect things they care
about. Discussions lack focus; as a result, they
often last too long.

Actively defines what matters and tracks
Uses board meetings to micromanage
progress. Delegates operations to staff and/or
operations; often mired in the crisis of the
volunteers; requires monitoring reports on
moment as a result. Never gets around to the
organizational results and health. Knows the
‘big picture;’ members assume someone else
organizational reality well.
knows what’s going on.

If the board determines that satisfactory progress is not being made, it can analyze the reasons for failure
and take appropriate steps to redirect or strengthen the organization’s efforts. It then continues to
monitor results to determine whether the changes have worked.
There are different ways that boards can choose to govern. But there are a few universals for how good
governance differs from bad governance. Some of them appear in Table 2. You could probably expand
this table from your own experience!
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The questions that follow ask for copies of policies, minutes, and other documents. In many cases, we’ve
tried to explain why the questions are important.

A. Mission

1. Provide your organization’s mission statement. √ A good mission statement is brief – a single
sentence or even a phrase. It should point to a result for some particular group. “Mission
statements” that go on for paragraphs almost always contain other things than the mission:
assumptions, stakeholders, values, goals, etc. The actual mission statement may or may not be
buried in there somewhere. A vision statement differs from a mission statement by describing
what the world would be like once the mission has been accomplished, e.g., “a world without
poverty” or “a city in which all youth achieve their full potential.” If your agency has a vision
statement, please share it here along with your mission statement.
2. When did your board last review the mission statement? Please attach a copy of the board
minutes that reflect this review. √ While mission statements typically don’t change very often, it’s
important for board members to know and understand the mission, and to assess every few years
whether circumstances warrant a different approach or understanding.

3. Has your board interpreted the mission in a set of broad strategic goals? If so, please list these
goals.

4. Has the board defined indicators of success for the agency’s mission and goals? If so, please list
them.

5. How often does the board monitor or review these indicators? How is this discussion reflected in
the board’s minutes? Please attach copies of board minutes that demonstrate this monitoring or
review process.

6. How often does the board assess its own performance? Please attach (a) a copy of any
instrument or survey that the board has used for this purpose along with (b) a summary of the
results. √ Good boards don’t happen automatically. It’s important for board members to share
their perceptions of how well the board works and to take steps to make it better than it already
is. Frequent and informal board self-evaluation is preferable to a more formal process that only
happens every few years. However, either is acceptable.
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7. What kinds of board training have taken place, whether for new members or for all members?
When? Please provide an outline of the topics covered, a roster of who typically provides the
training, and any other aspect of board training that will help us understand the training
experience. √ Good governance is like good performance at anything else: it takes training and
work. It’s important for boards to invest in their own training. The benefits will flow from the
board to the rest of the organization!

B. Board roles and policies

1. Please provide a copy of the written job description for board members. Describe how this
document is used.
2. Does your board have committees? If so, what are they? Provide an organization chart showing
the committees and their relationships to the board and each other.

3. Are the board’s governance policies gathered together in a single place, such as a binder or a
single document? If so, how are they organized? √ Note: we don’t mean detailed operational
procedures here, even if they’re usually referred to as ‘policies.’ We mean those policies that
pertain to how your board functions and does its work.

4. Please attach a current roster of your board members.

5. Do members of your board serve specific terms, i.e. one, two or three years? If so, what are
they?

6. Does your agency have a board member rotation policy, i.e. do members have to step off the
board after some predefined number of terms? If so, how many terms may a board member
serve before being required to step off the board?

7. Describe the process you use to recruit new board members.

8. What steps do you take to build your board’s diversity? √ Diversity includes not only race but
gender, geography, skill sets, and other appropriate areas.

9. When did your board last review or change its bylaws? Please attach a copy of the board minutes
that reflect this discussion. √ Bylaws should be reviewed at least every five years.
14
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C. Board meetings

1. How often does your board meet? Please attach a schedule of meetings for the current calendar
year.
2. For how long does your board usually meet?

3. What is a quorum for your board? This should appear in the bylaws; please attach a copy of your
bylaws and cite here the section that defines a quorum.

4. In the last year, how many times out of the total number of regular meetings has the board failed
to attain a quorum? ______ times out of ______ number of regular meetings

5. If a quorum is not in attendance, what procedures are followed for completing the board’s
business?

6. Are written minutes kept and approved at the next board meeting? Please attach copies of your
board minutes for the past year. √ Board minutes are legal documents that record a board’s
functioning and decisions. They must be kept permanently. They should record all motions, votes,
and decisions made by the board, as well as names of those in attendance at each meeting.

7. Describe the process used to create an agenda for the board meeting. Who is ultimately
responsible for deciding what goes on the agenda and what does not go on the agenda?

8. What is the role of the board chair? Please attach a copy of the chair’s job description, if
available.

9. Are board members required to attend a certain number or percentage of meetings? If so, what
is the expectation? What is the consequence for a member who fails to live up to this
expectation?

10. Are minutes kept for meetings of board committees? Who is responsible for keeping and
maintaining committee minutes? Please provide a sample of committee minutes for each
committee for which minutes are kept.

15
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D. Ethics and conflicts of interest

1. Does your board have a written policy to help it define and avoid conflicts of interest? Please
attach a copy.
2. Do your board members sign an annual statement that allows them to list real or potential
conflicts of interest? √ Most boards have at least some potential conflicts of interest. What’s
important is to identify them up front so that everyone is aware of them and can act in good faith.

3. Please attach a copy of your board’s written ethics policy. √ Values and ethics are rules for
decision-making. They guide discussion when the board faces difficult choices.

4. Attach a copy of your written policy to protect whistle-blowers. In other words, if an employee or
volunteer sees something going on that is unethical or even illegal, does that person have the
board’s written assurance that he or she will be protected from retribution for bringing it to the
attention of the proper officials? The policy should describe the proper channels for whistleblowers to follow.

5. Are any members of your board related to each other? If so, please describe the relationships.

6. Are any members of your board related to agency employees? If so, please describe.

7. Are any employees of the organization also serving as voting members of the board? Generally
speaking, this should not be allowed because it tends to embroil board members in operational
issues rather than governance issues. If this situation is allowed, please describe the reasons for
doing so, and the steps that are taken to avoid conflicts of interest.

8. Do board members receive compensation for their service on the board, other than
reimbursement for board-related expenses? This should not generally be allowed because of the
legal issues prohibiting private inurement for nonprofit board members. If compensation is
provided to board members, please describe.

E. Planning and monitoring mission success and progress

1. How does your board determine whether the organization is accomplishing its goals? Who is
responsible for bringing this information to the board’s attention?
16
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2. How often does the board review the organization’s finances? How are finances reviewed in any
months in which the board does not meet? √ The board should ensure that an informed review of
the organization’s finances occurs monthly, either by a board member or some other outside
party.

3. How does the board assess external forces that may affect the organization’s ability to carry its
mission? How often does this happen?

F. CEO supervision and assessment
1. Does the board evaluate the Executive Director’s / CEO’s performance on an annual basis? Attach
a copy of the board policy that requires this, along with any surveys or other such instruments
used in the process. √ The board should provide the executive director with an annual evaluation,
regardless of the level of satisfaction with the director’s performance. This does not mean that an
increase in compensation is guaranteed, even for a positive evaluation; if agency finances do not
allow for it, an increase may not be given. But executives need to know the level of the board’s
satisfaction or dissatisfaction and the factors driving it.
2. How is the executive director’s salary determined? How often is it reviewed for adjustments, and
on what basis? √ Agency leadership matters. An executive’s salary should be both competitive
enough to attract the needed level of talent, and defensible enough that donors feel assured that
their gifts are not wasted. The full board is ultimately responsible for defining what this means for
the agency at any particular time. Agency executives may not set their own level of salary or
other compensation.

3. What process is used by the board to give instruction or direction to the CEO? √ No single board
member, not even the chair, may usurp the authority of the full board in directing the operations
of the agency.

4. How do board members relate to employees other than the CEO? Attach a copy of the board
policy that governs such relationships. √ Board direction for any operations should be channeled
to staff through the executive director or CEO.

5. Are board members involved in staff disputes? √ The Board should not involve itself in operational
issues or disputes; staff issues should be managed by the executive director / CEO working under
the broad policy direction of the board.
17
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Chait, Richard P., William P. Ryan, and Barbara E. Taylor. Governance as Leadership: Reframing the Work
of Nonprofit Boards. BoardSource Inc., 2005. The authors offer a different perspective on
governance.
Dayton, Kenneth N. “Governance is Governance.” Originally a speech to an Independent Sector
Leadership/Management Forum in 1986. This 16-page article, written by the former chair and
CEO of the Dayton-Hudson Corporation, can be downloaded from the Independent Sector website:
http://independentsector.org/uploads/Accountability_Documents/governance_is_governance.pdf .

Fieldstone Alliance (formerly the Amherst H. Wilder Foundation): www.fieldstonealliance.org. A good
resource for publications on nonprofit governance and management.
Howe, Fisher. Welcome to the Board: Your Guide to Effective Participation. Jossey-Bass, 1995. This is a
small, commonsense volume that’s easy to read, which makes it helpful for most new board
members.
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Section II. PROGRAM
Program Overview:
A.
B.
C.
D.

Clarity
Outcome focus
Program fidelity
Participation and leadership in the field

Introduction
In this part of the checklist, we ask some basic questions about your agency’s programs and their
relationship to your mission. Programs should flow logically from the mission, and each program should
have clearly articulated outcomes for its clients and services. The agency should have a logical model to
explain why this program is important and how each program leads clients or participants to accomplish
their desired results.
Each program should be evidence-based to some degree. Some programs such as the Nurse Family
Partnership have been tested rigorously over time by experts and found to be highly effective in several
ways. If your agency conducts any evidence-based programs, that fact should be communicated widely
since it brings enormous credibility to your program and your agency.
Other programs have been tested and found to be effective at some acceptable level. The program
known as Parents as Teachers, for example, is similar to the Nurse Family Partnership (NFP) in that it
provides trained workers to coach at-risk parents of preschoolers in their home settings. However,
Parents as Teachers admits a wider variety of parents and is thus somewhat less tightly focused than NFP;
its outcomes are naturally not quite as strong. NFP only accepts first-time mothers-to-be, and only
during pregnancy at that. However, evidence shows that Parents as Teachers remains a worthwhile
program for parents who aren’t eligible for Nurse Family Partnership.
Many other standardized programs have been tested but found to be ineffective, or nearly so, in
accomplishing their intended client outcomes. If your agency uses one of these programs, you may have
found that local conditions create a unique environment that makes this program a good match. But
you’ll need to convince donors and funders that you have the client data that show that the program is
worthwhile in your community. That means that you’ll need to keep careful data on your clients’
accomplishments in your program. For example, if it’s a literacy program, can you demonstrate that your
clients read at a higher level than before? Do you have any thoughts about why the program seems more
effective for your particular clients than for others?
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Whatever programs your agency operates, it’s important that you track the outcomes or results for your
clients. Why? Well, for one thing, some programs have actually been found to leave their clients in
worse shape than before the program. One example is a well-known program that takes troubled youth
inside prisons in order to scare them into behaving themselves by showing them the results of bad
behavior. There’s a definite logic to the program. Unfortunately, the reality is different. Evidence shows
that the adolescent male mind patterns itself quickly after role models. Negative role models are no
exception. Thus research found that teens in the program actually tended to copy the inmates’ behavior
rather than avoiding it. Oops. Reality doesn’t support the program logic, or so the evidence says.
Programs vs. activities. This may sound silly, but it’s important to be clear about what programs are.
They’re not just activities. Most agencies use the word ‘program’ among their staff and volunteers to
denote simply a variety of activities. One agency director claimed to run dozens of different programs,
though her agency was relatively small. Upon inspection, however, it turned out that she had one broad
program (youth development) and dozens of separate activities within that program, all designed to help
youth achieve their maximum potential. She and her agency ran an effective program for youth
development; the difference was simply their terminology.
The word ‘program’ is used here to mean any group of activities designed to help clients reach a
particular goal. An agency might have an adult literacy program. It can help adults learn to read or to
read at a higher level than before. Its staff and volunteers can use a research-based program that’s
designed very carefully to achieve a certain result. It might also choose to add support groups or
recreational activities or door prizes to foster program participation. But those additional activities are
just that – activities, not additional ‘programs.’ All are designed to enhance the likelihood of a particular
outcome: better reading skills. Thus in this example we have one program with enhanced activities, not a
literacy program plus a recreational program plus a support group program. But note the next section
before adding activities to a research-based program!
Program fidelity. Even the best programs can be rendered ineffective or worse if the agency’s staff and
volunteers don’t follow it to the letter. It may be fine to improvise in some settings with clients in order
to help them relax or to trust a therapist, for example, or simply to show up for the program. However,
when a program such as “Parents as Teachers” has developed a particular curriculum based on years of
experience and research, it’s a really bad idea to ‘change things around’ impulsively because you think
you know better. What you’re offering then is not the original program at all; it’s something different
that only resembles the original to some degree. Experience shows that even small changes can damage
the effectiveness of the strongest programs. In some cases, even the arrangement of chairs in the room
can have a significant impact.
If your agency has been smart enough to choose and implement a program with a high degree of
demonstrated, research-based effectiveness, don’t change things without a really good reason. And if
you do, be sure to track the results of the changes for your clients. If your change works or improves the
program in some way, be sure to communicate your findings to the people who ‘own’ the program so
they can incorporate it for others!
Participation and leadership in the field. Most agencies don’t live in isolation from others who do similar
work in other communities. In some cases, a local agency is actually a chapter of a larger agency rather
20
8/4/2014

than a separate legal entity. Examples of this would be the American Red Cross or the Salvation Army.
For these agencies, participation with other chapters is a requirement, not an option. This relationship
provides local chapters with training and other kinds of support. It may reduce the amount of ‘overhead’
in terms of time and money, since the local chapter can farm out some functions such as bookkeeping to
the larger body.
Other agencies may share a brand but be constituted as entirely local and independent organizations.
Examples of this governance structure would include the United Way of Central Louisiana and the other
local United Ways around the world. All are affiliated with the United Way Worldwide (UWW), which
resulted from the merger of United Way of America and United Way International. UWW owns the
United Way brand, logo, and some other copyrighted materials. Local United Ways can use them only so
long as they have permission to do so. But local United Ways retain the right to make their own policies,
funding decisions, hiring decisions, and so forth, so long as they operate within the guidelines set out by
UWW. This local autonomy allows the local United Way board to act quickly and independently. The
downside is simply that it must either shoulder all of its own ‘overhead’ or make some other
arrangements. A local United Way could choose to reject the United Way brand, name, and logo. It
could continue to operate under some other brand, which would move it into the next group.
A third group of agencies simply operates in an entirely independent manner, with no formal ties to any
other body. Hope House of Central Louisiana is an example of this type. Its local board is free to develop
or change its brand and logo at will. The only external constraints are those provided by law, community
standards, and common sense.
Regardless of which group your agency falls into, it’s important to participate in a larger professional
dialogue beyond your agency. For the first group, this isn’t only easy, it’s required. For the second group,
participation may not be exactly required, but the trade association or national body makes it fairly easy.
The agency that’s completely local, however, may have to work a little harder to identify a larger
professional community.
Why is this participation in a professional community beyond the agency so important? As one tired
staffer complained, “Why can’t I just do my job and not go to all those meetings out of town? Travel is
expensive. I know my job!”
Well, yes. A good agency professional knows the job. He or she may even be the best in town at that job.
But there’s no way that a single agency in a single community can learn all the things that scores or
hundreds of similar agencies learn in a single year. Professional communities share their knowledge and
expertise, and they help each other go from “good to great,” to use Jim Collins’ phrase. The pace of
change in society has been accelerating for over a century and shows no signs of letting up. The methods
and assumptions that held true for your agency even twenty years ago may not hold true any longer. It
helps to bring in nationally recognized experts who can help guide those in your field to understand the
changes and make appropriate changes in your program or agency. A single local agency lacks the
resources to attract that level of expertise.
In addition, a professional association provides one with friends and colleagues in other communities. It
helps to be able to pick up the phone or send an email and ask advice. It also helps them when you can
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share your expertise. Everyone is a better professional as a result, and the client is served better, which is
the ultimate outcome anyway.
So we’ve included professional citizenship as an indicator of excellence for each agency. Stellar agencies
are those with leaders who are recognized beyond the local community for their expertise and
professionalism. They may present workshops at national conventions or publish articles in a
professional journal. They may contribute to national listserves. They may simply be the people in the
field that others know to call for their wisdom.
So enough introduction! Here’s the program checklist.

A. Clarity
1. Briefly list and describe each of your agency’s programs (see definitions in introduction to this
module). It is perfectly acceptable to have only one overall program, regardless of how many
activities you have as part of that broad program.
2. How does each program connect to your agency’s mission?

B. Outcome focus
1. For each program, list the intended outcome(s). If you have constructed a logic model showing
how the outcomes flow from your program, please attach a copy.
2. What indicators do you use for each outcome?

3. How does your agency collect data for its clients’ progress? Describe the system, showing who
collects data, how it is stored, how it is retrieved, and for what purposes.

4. How does your agency use outcome data to improve its service delivery?

5. How is program outcome data communicated to the agency’s board of directors? Describe and
attach a copy of minutes showing such a board discussion.

C. Program fidelity
1. Does your agency use an evidence-based program with a specific curriculum? If so, which one(s)?
2. What means do you use to ensure program fidelity?
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3. What plans do you have to improve your program’s fidelity and effectiveness?

4. What role does the board play in monitoring program fidelity?

D. Participation and leadership in the field
1. To what professional associations does your agency belong? Please list them.
2. Do any employees hold professional certifications? If so, which ones? What is required to obtain
these certifications, and what is required to retain them over time?

3. How does your agency participate in professional discussions beyond the agency itself?

4. What professional honors or recognitions have your employees or volunteers received?

5. How is your agency viewed by other agencies in your community? Describe and give results from
any surveys or other efforts that have been made to find out.

Bibliography: Program
Mark Friedman, Trying Hard Is Not Good Enough: How to Produce Measurable Improvements for
Customers and Communities. Trafford Publishing, 2005. This 175-page book is available for about
$20 and is well-regarded for its practicality and thoroughness.
United Way of America, Measuring Program Outcomes: A Practical Approach. United Way of America,
1996. This is the blue spiral-bound workbook used all around the United States as United Ways
began to train funded agencies on the why’s and how’s of measuring outcomes. It received
positive feedback from most communities and has been used a great deal. The book runs to 170
pages and has been offered free or at very little cost in most communities, along with attendance
at a training workshop. Your local United Way can get you a copy.
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Section III. FINANCE
Program Overview:
A.
B.
C.
D.

Control environment
Monitoring controls
Application controls
Computer controls

Introduction
This section of the checklist probably receives more attention from the public than any other. That’s true
for several reasons. First is stewardship. When we ask people for donations, we owe it to them to
handle their donations responsibly and effectively. When finances are handled inexpertly or carelessly,
an agency can implode quickly. That means the mission won’t get done, and it means that your
employees are out of work. Nobody wins. Central Louisiana has seen more than one agency implode
over the years, and the end often surprises not only the public but the agency’s board. That’s a sure sign
that the board didn’t understand its own finances.
Another reason is that finances are universal. Missions and programs vary, but everybody has to balance
the books eventually or face the consequences.

Note to Executive Directors. We’d like to make a special comment exclusively to executive directors:
YOU ARE NOT ALONE. DON’T ACT AS THOUGH YOU ARE.
If you don’t understand something, call for help.
If you’re worried about something you think looks wrong, call for help.
If you just need reassurance or a sympathetic ear, CALL FOR HELP.
TODAY.
Most of us didn’t become executive directors because of our accounting prowess. Yes, like the rest of us,
you’ll probably need to learn some basics on the job, and you’ll need to pay attention to your agency’s
finances both for the month and for the long haul. There’s a lot to learn, you’ll probably never learn it all,
and it’s pretty important stuff. That can be overwhelming sometimes, especially if you didn’t avail
yourself of that accounting course in college.
The good news is that as the executive director, your job is not to have all the answers yourself. Your job
is to line up the people who do have the answers and put them to work. You need good staff. You need
good volunteers, especially if you’re a little short on the staff side of the equation. Give them all the
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information you have and let them work. There will be moments when you’re embarrassed for lots of
reasons:
 because you don’t know the answer to somebody’s question
 because you never even thought about the question before
 because everybody else on the finance committee knows more about your agency’s finances than
you do (Actually, that can be kind of reassuring.)
 because your agency’s finances are in bad shape and you’re not sure what to do
Remember that humility is a virtue. You will survive being embarrassed. Your agency will not survive if
you screen the information you let your volunteers see or put a happy face on it. Those chickens have a
bad habit of coming home to roost, as we say down south. Short term embarrassment beats long term
failure any day, but it can be hard to remember that in the middle of a meeting. So remind yourself
before the meeting starts if that’s what it takes.
Most of the time, when agency directors get into trouble, they could have salvaged the situation if only
they had sent up the “Help” flag and let their volunteers get involved. We have seen agencies close
because the ‘happy face’ mentality won out. Maybe it’s just pride. Either way, we lose needed agencies.
So make sure you have a solid team of financial advisors, both staff and volunteer if you can arrange it.
Give them everything, and make sure they understand it. Listen to what they say, and beg them to be
honest, even brutally so. Learn what you need to learn. Make the tough decisions for long-term financial
stability, even if it means you won’t be able to do some exciting things this year. If your agency’s finances
are unsound, especially in today’s economy, things can go down the tubes before you understand what’s
happening.

There are four areas of financial controls:
 Control environment
 Monitoring controls
 Application controls
 Computer controls
Our checklist for agency finances is divided accordingly.

Control Environment
Simply put, the control environment is your entire workplace. It includes subjective things like the tone
of your workplace – are the people who work there afraid of losing their jobs if they get caught in a
mistake? Or is a premium put on honesty and learning for the next time around? The second option is
better. Not long ago, a military commander was disciplined because he fostered an environment in which
people felt it necessary to cover up mistakes rather than be honest and learn from them. On the surface,
things looked fine. In reality, though, a great many errors were being covered up. The problem becomes
even more serious when you realize that this particular commander was responsible for the maintenance
and launching of nuclear weapons. A misplaced nuclear bomb can ruin your whole day.
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Training is important. Have your people been trained for their jobs? Or are they hired and thrown into
the work? Are employees given training every year so that they can keep improving their skills? Have
they been able to keep up with changes in technology, or do people in your agency just assume that
they’ll have to make do with outdated hardware and software?
Even the structure of the agency can matter. If the staff is set up in such a way that different
departments either don’t know or don’t trust each other, that lack of communication can affect your
agency’s financial understanding and performance.

A. Control Environment Checklist
1. Does your organization receive an audit report by a qualified Certified Public Accountant (CPA)
who is not part of your organization? Include a copy of your last audit and minutes of the board
meeting in which that audit was presented to the board. √ It’s important that the CPA speak and
report directly to the board, without any mediation by the CEO or staff. The board is ultimately
responsible to make sure that the agency’s financial reports are accurate, and the auditor is an
outside source of expertise on which the board must rely. Even so, auditors often understate the
severity of the agency’s problems, so be sure that serious steps are taken to address any issues
raised by the auditor. When audits mention things such as inadequate documentation, late
payments, or even concerns about the agency’s ability to continue, it’s time to make serious
changes.
2. Please provide a copy of your last annual report. Annual reports should include summaries of
audited financial statements, not copies of pages from the audit.

3. Do you make your audit available to service recipients, volunteers, donors, funders, or other
interested parties? How do you make it available? √ It’s important to be transparent to the
public. While your agency is not legally required to share an audit (unlike the IRS Form 990, which
all nonprofits are required to share upon request), there should be no reason to keep the audit
away from the public eye.

4. Does your agency obtain bond insurance for employees or volunteers who handle cash? √
“Bonding” employees and volunteers protects your agency in the event, however remote, that
someone steals or loses funds from the agency. Bonding allows the agency to recover the funds,
at least up to a maximum amount.

5. List the insurance policies your agency has, providing a copy of the declaration page for each.
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a.
b.
c.
d.
e.
f.
g.

___ Property or renter’s insurance
___ General Liability
___ Flood, if applicable
___ Auto (if vehicles are used for your agency’s business)
___ Directors and officers (D&O) insurance
___ Professional liability insurance, if applicable
___ Other ________________________________

6. When was your insurance coverage last reviewed? By whom? What recommendations were
made?

7. Does your organization follow accounting practices that conform to generally accepted accounting
principles (GAAP)? Give evidence that the agency adheres to the following practices:
a.
b.
c.
d.
e.
f.
g.
h.
i.
j.
k.

One payroll system in place with up-to-date staffing structure, salaries, and benefits
One accounting system in place
Uses a unified chart of accounts
Board-approved operating budget and capital budget
Financial statements are prepared within a set time-frame each month
Basic controls over cash and checks are in place
Uses a filing system to document and retain invoices, checks, and other financial documentation
Follows either a cash basis or accrual basis for accounting
Tracks and reports ‘overhead’ expenses accurately
The agency tracks the ratio of employee benefits to payroll expenses
Capital assets are depreciated over time of use

8. Does the agency have systems in place that provide the appropriate information needed by staff
and board to make sound financial decisions and to fulfill IRS requirements? Please describe.

9. Does your agency develop an annual, comprehensive operating budget that includes costs for all
programs and all sources of funding? Please attach a copy, along with board minutes showing
that the board of directors reviews and approves it.

10. Are your agency’s policies documented, reviewed, and updated on a regular basis?

11. Do all employees have job descriptions upon hiring? Attach copies. How are the job descriptions
used?
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12. Does your agency cross-train employees in different job functions?

Monitoring Controls
Monitoring controls pertain to supervisory staff who review transactions or
financial balances that others have reported. These controls are typically
performed on a periodic basis. One example of a monitoring control would
be management’s review of bank reconciliations or ledgers that are kept by
others.

B. Monitoring Checklist
1. What is the board’s role in selecting the auditor or auditing firm? Please describe the process.
√ An audit is owned by the board of directors, not management. It provides assurance to the
board that the financial reports which management has provided throughout the year are
factually and materially correct. Therefore, it’s important for the board to select an auditor who is
independent of management and not controlled or influenced by management.
2. Does the agency’s board of directors review and approve the auditor’s report and management
letter? How long after the end of the agency’s fiscal year does this take place?
3. Does the board take the initiative to institute and monitor any necessary changes to the
organization’s procedures, based on the audit report? Please provide an example from a past
audit.

4. Does the organization file an IRS Form 990 each year prior to the deadline? Please attach a copy
of your organization’s last 990 Form.

5. Does the board have an opportunity to review the 990 Form prior to its being filed? √ The 990
Form is not simply dry numbers. It provides an opportunity to describe programs and impress
potential supporters. Because the 990 is used increasingly to assess an agency’s worth, the board
should ensure that it accurately and fully reflects the level of any agency's excellence.

6. When the agency accepts a grant, service agreement or contract, is the arrangement put in
writing with performance standards clearly spelled out? Who monitors compliance with the
agreement?
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7. Does the organization have a review process to ensure that it receives timely, appropriate, and
accurate financial information? Please describe.

8. Does your agency prepare cash flow projections? Who prepares them, and who monitors actual
cash flow throughout the year?

9. How often does your agency prepare a Statement of Activities (also known as a Statement of
Revenue and Expenses) and a Statement of Financial Position (a.k.a. Balance Sheet)? How often
are these presented to the board of directors? Please attach copies of your agency’s last available
statements. √ These two statements provide a standardized way of evaluating an agency’s
finances. Both statements should be created for management each month. The board of directors
should review at least these two statements at each regular meeting. The statements should
provide a clear view of the following:
 month-to-date revenues and expenditures
 year-to-date revenues and expenditures
 revenues and expenditures for the prior year
 budget vs. actual

10. How does management use the agency’s financial statements? √ Management’s job is to make
sure that all transactions are posted, that they are posted correctly, and in a timely fashion. The
statements should be examined for any unusual patterns in expenditures or revenue by comparing
the current year with previous year(s) and by comparing actual expenditures with budget
projections.

11. Does the agency monitor its functional expenses allocated between three major categories that
are reported in the IRS Form 990? Please describe how this monitoring occurs.
 Programs and services – This category is the reason an agency exists. “Overhead” is an
imprecise term, but it can be defined as the sum of the other two categories
(‘management and general’ plus ‘fundraising’). Some watchdog groups require only that
65% of the agency’s annual expenses be spent on programs and services. Most would
consider 35% overhead to be excessive, however, allowing only 25% or less for overhead.
 Fundraising – This is the amount or percentage spent on the staff and other resources
needed to hold fundraising drives and generally raise money.
 Management and general – All other non-fundraising and non-program expenditures.
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12. What is the ratio of your agency’s net assets to its current year’s expense budget? √ Agencies
need to have enough reserves to weather a crisis or an unexpected development. However, at
some point reserves can grow so large that donors can legitimately ask whether your agency has
honored its promise to use donations to help people or to grow its own nest egg. Exactly where
one chooses to balance between ‘not enough reserves’ and ‘too many reserves’ is subjective and
depends on the donor’s perspective. Generally speaking, an agency should have at least three
months’ worth of cash on hand; six months is probably safer in uncertain economic times.
However, some authorities allow up to three years’ worth of reserves. The board should
determine the ideal for a given agency, depending on circumstances and the nature of that
agency’s funding.
13. Who monitors the payment of payroll taxes and debts (if any)? Describe the process used.

14. What procedures are in place to pursue receivables after a reasonable time? Please provide a
copy of these procedures.

15. What procedures are in place to ensure that the organization does not spend more than is
available?

16. What procedures or policies are in place to prevent indebtedness without prior board approval?

17. What procedures are in place to ensure that long-term reserves are not used without prior board
approval?

18. Who is responsible to ensure that the agency complies with all relevant federal and state laws and
regulations?

Application Controls
Application controls refer to controls laid down for every
single financial transaction. Examples include a daily
balancing of the check register, ensuring that every
transaction is included, and issuing receipts to all
customers and donors.
C. Application Checklist
1. Are expenses approved by a designated person before payment is made? Who is that person?
30
8/4/2014

2. How many signatures are required on checks? Is there an amount below which only one signature
is needed? How does the agency identify people to serve as check signers?

3. If your agency purchases or sells merchandise, does it take periodic inventory to monitor against
theft, to reconcile information from the general ledger inventory, and to maintain an adequate
inventory level? Who is responsible for this? How often are inventories performed?

4. Does your agency employ anyone on a contract basis? If so, are all federal guidelines met for this
form of employment? Are disbursement records kept so that Form 1099s can be issued at year
end?

5. Does the payroll process follow appropriate state and federal regulations? Please provide a copy
of any organizational policies your agency has regarding the payroll process.

6. If your organization has any billable contracts or reimbursement grants, have procedures been
established for documentation, periodic billing, follow-up and collection of all accounts? Does it
maintain the documentation necessary for all billings? Please describe the documentation system
and provide copies of any policies or procedures for it.

7. How often does the organization reconcile its cash accounts?

8. Are monthly financial reports reconciled to source documents or computer reports by someone
other than the person who processes the underlying transactions? Who?

9. Are reports and reconciliations reviewed by someone external to the transaction process so as to
identify any unusual patterns? Employee vacations are a good time to review the employee’s
work.

10. How are receipts of checks or cash processed and deposited? If they must be held overnight, how
are they secured?
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Common Revenues and Receipts.

11. How are cash and checks secured within the office? What is your
policy about depositing them in a timely manner?

12. Are daily deposits reviewed for accuracy and completeness? By
whom?

13. Are items returned by the bank (e.g. insufficient funds, account closed) reversed out of the
revenue accounts in a timely fashion?

14. How are cash-handling activities segregated? Examples would include opening mail, handling
cash, preparing bank deposits, and posting receipts to the ledger.

15. How are delinquent accounts reviewed to determine collectability?

16. Are receipts and bad debt write-offs recorded in the correct period?

17. Are monthly financial reports reconciled to source documents, cash register reports, or computer
reports by someone external to the receipting process? By whom? Are they reviewed by
management?

18. Does management review monthly revenue reports to ensure that all transactions are posted,
posted to the correct account, and in a timely fashion?

19. Are periodic financial reports provided for management review to ensure the following?





Budgeted revenues are included
Month to date revenues are included
Year to date revenues are included
Last year’s revenues are included

20. Are accounts maintained at a level of detail that allows management to identify unusual patterns?
For example, are different types of revenue listed separately?
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21. Are computer-generated exception reports reviewed by supervisory staff?

22. When management identifies unusual patterns, is the matter investigated until a satisfactory
explanation is obtained?

23. What kind(s) of authorization are required to change computer programs that pertain to cash
registers or other financial software?

Payroll.

24. Is a checklist in place to ensure that all employment forms are completed and present?

25. Are all employment forms completed in a timely manner?

26. How are personnel records (paper and computerized) adequately secured?

27. Are new employees added to the payroll in the correct period? Are terminated or former
employees removed from the payroll in the correct period? What process is in place to ensure
this?

28. Are payroll processing duties adequately segregated so that no one employee has control over all
aspects of the payroll function? Please describe.

29. Are different personnel responsible for appointing employees and paying employees?

30. Are direct deposit authorizations or change of address requests handled by someone different
than the person who approves payroll or distributes paychecks/payroll deposits?

31. If applicable, are all time records completed by the employee and approved by an authorized
supervisor with direct knowledge of the time worked?

32. Do immediate supervisors review employee timesheets for accuracy and completeness before
approving them?
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33. If applicable, are employees required to secure authorization prior to working overtime?

34. Are records maintained to monitor and verify vacation days, sick days, personal days, etc.? Does a
supervisor review these records?

35. How are deductions, nonstandard requests, and changes in pay rates reviewed and approved?
How many personnel are authorized to do so?

36. Are standard forms used for all payroll activity requests?

37. How are check-related activities (e.g. authorizations, printing, distribution) adequately
segregated?

38. Are payroll bank account reconciliations performed in a timely manner?

39. Which personnel have access to payroll data? Are their passwords changed frequently?

40. Are procedures in place to ensure that all additions and deletions of employees are reviewed and
approved?

Transaction cycle: purchases and payments
41. Does the procurement policy include policies and procedures for
acquiring capital items, routine and non-operating purchases,
contracts, business travel expenses (both local and out- of-town),
mileage, and petty cash uses, along with the necessary documentation
required? Please provide a copy of your agency’s procurement policy.
42. Has your agency established clear, written policies for paying or reimbursing expenses incurred by
anyone conducting business or traveling on behalf of the organization, including the types of
expenses that can be paid for or reimbursed and the documentation required? Please provide a
copy. √ Such policies should require that travel on behalf of the organization is to be undertaken
in a cost-effective manner.
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43. Does your agency’s policy prohibit payment or reimbursement for the travel of spouses,
dependents or others who are accompanying someone conducting business for the organization
unless they, too, are conducting such business? Please provide a copy of this policy.
44. Are invoices matched to receiving reports and purchase orders?
45. Are invoices reconciled to all available physical evidence of the obligation (e.g., leases, contracts,
completion reports)?
46. Is the mathematical accuracy of vendor invoices verified prior to payment?
47. Do procedures specify the method to be used in following up and resolving exceptions (e.g.,
unmatched invoices, receivers, errors)?
48. Do procedures state requirements for processing internal check requests?
49. Does your agency have a schedule of payment approval authorities? Does it ensure proper
approval for procurement, and timely processing of payments?
50. Do disbursement procedures specify the individuals authorized to process accounts payable
transactions?
51. If the accounts payable system accepts entries for future payments, are control features in place
to ensure that the transaction is properly authorized when the payment becomes due?
52. Are there procedures in place to prevent a vendor from being paid twice for the same invoice?
53. Are IRS Form W-9s obtained from vendors before issuing payment?
54. Is access to vendor data limited to a specified group of authorized personnel? Is their access to
electronic information secured by frequently changed passwords?
55. Are direct deposit authorizations or vendor change of address requests handled by a different
person than the person(s) who process the cash disbursements or mail the payments?
56. Are check-related activities (authorizations, printing, mailing) adequately segregated?
Asset Protection
57. Are assets insured against theft and casualty losses? What percent of
current replacement value? Please provide a copy of all declaration pages
for such policies.
58. Are liability losses to board members, staff and the organization insured?
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59. Are personnel with access to material amounts of funds bonded?
60. Are policies in place to require comparative prices and quality for purchases over $5000 or some
other fixed amount? Please provide a copy of these policies.
61. Are policies are in place to protect intellectual property, computer data and files, information and
other files from loss or damage? Please provide a copy of these policies.
62. Are capital and reserve dollars held in interest-bearing accounts?

Computer Controls
This type of control covers computer or programmable operations. Generally, these deal with access
through passwords and authorization to perform certain functions with computers or cash registers.
D. Computer Controls Checklist
1. Are changes to master file data, codes, data tables or computer programs only allowed by
management authorization?
2. Are exception reports reviewed and investigated by supervisory staff?
3. Regarding computerized processes:
 Is there a policy prohibiting the sharing of passwords? Please provide a copy.
 Are passwords are changed periodically?
 Is the policy enforced?
4. Are employee passwords and access terminated when the employee is no longer employed by the
agency?
5. If the agency transacts business via the Internet, have security procedures been implemented to
authenticate electronic signatures and to verify the sender and the receivers?
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Section IV. LEGAL ISSUES
Legal Overview:
A.
B.
C.
D.
E.
F.
G.

Federal tax ID
Articles of Incorporation
Secretary of State office
Bylaws
501(c)3 status
State tax exemptions
Unified Registration Statement

Introduction
We owe it to ourselves as well as the public to have our legal status clearly established and in good
standing. If your agency has existed for a long time, you may not be aware of the key legal issues
involved because somebody else took care of that long before you arrived. If you’re just starting out,
then as with all legal issues, it’s best to consult a good attorney to walk you through the process and
make sure that all the proper forms have been completed and registered. The American Bar Association
has also published a set of very readable books intended to help nonprofit agencies; the publication data
is included in our bibliography. Some law firms have web pages with good advice for nonprofits; one
such example is http://www.hurwitassociates.com/l_s_initial_la.php.
Important note: Those of us writing this checklist are not lawyers! We offer here a layman’s view of the
legal foundations of a nonprofit. For the most part, these are the basic things that a nonprofit CEO will
need to know, even if your nonprofit has been around for a long time.
A. To begin, call the Internal Revenue Service at (800) 829-4933 for information to obtain a corporation’s
federal tax identification number. This should be done prior to incorporation.
B. Your agency then has to incorporate as a legal entity, just as any new organization or business would. To
do this, you file Articles of Incorporation with your state’s Secretary of State office. In Louisiana, that
address is Commercial Division, PO Box 94125, Baton Rouge, LA 70804-9125. The filing fee at the time of
this writing is $60. The form is fairly brief – a few pages that ask for things such as address, names and
addresses of the original board of directors, and the length of time the nonprofit plans to exist. It will
probably be ‘perpetual’ if you’re reading this, but there are cases in which the nonprofit’s duration may be
only a limited time.
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You’ll need to list a Registered Agent on the form, someone who can serve as the official point of contact
in case the Secretary of State’s office needs to contact your agency. You can technically do this yourself,
but it’s best to recruit an attorney to fulfill this role. There’s not usually much involved, and it’s not hard
to find a public-spirited attorney who will agree to be listed as your agent at no charge. If your registered
agent changes for some reason, you’ll need to file another form (“Notice of Change of Registered Office
and/or Change of Registered Agent”) reporting the change.
Within 30 days after filing the Articles of Incorporation, the organization must file a copy of the Certificate
of Incorporation and either a certified copy of the Articles of Incorporation or an original signed copy to
the recorder of mortgages in the organization's parish.
You should have a copy of your agency’s Articles of Incorporation on file, with a few photocopies included
for convenience and safety.
C. Secretary of State office. Every year you will need to file an annual report with the Secretary of State’s
office, essentially confirming that you are still in business. The filing fee is $5. Failure to file the form
means that the secretary of state will list your agency as ‘out of compliance’ on its website. This could
become a complication if your agency becomes involved in a legal issue, so it’s best to flag this on your
calendar or workplan each year and be sure to stay current.
In addition, every time your board changes its directors or officers, particularly under unusual
circumstances, you’ll need to keep the secretary of state’s office apprised. The filing fee for this is $25.
That form can be found online at:
http://www.sos.la.gov/Portals/0/354AChangeOfChangeDirectorOfficer.pdf.

D. Bylaws are probably the best-known legal document in this process, but not necessarily the best
understood. If the Articles of Incorporation establish a legal entity, then the bylaws describe the process
by which that entity acts, makes decisions, and perpetuates itself. It’s a good idea to examine examples of
bylaws from other organizations that you respect, and it’s a good idea to consult a knowledgeable
attorney as you form or update the bylaws.
Bylaws can be written so as to be too loose or too specific. For example, responsibilities of board officers
must be clearly spelled out. But the bylaws should require fewer than a handful of committees, and only
those that affect how the board functions. Usually these include a nominating committee so that the
board can legally continue itself, an executive committee, perhaps a finance committee, and more
recently since Sarbanes-Oxley, an audit committee. Other committees should be left to the discretion of
the full board, since as the agency grows it will need different committees configured in different ways.
Your agency shouldn’t have to change the bylaws every time it learns how to make its committees work
better.
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E. Nonprofit status. Filing the Articles of Incorporation makes you a legally recognized entity; it does not
make your agency a nonprofit. That coveted status – usually referred to as 501(c)3 after the specific
section of the tax code – is granted only by the United States Internal Revenue Service or IRS. It allows
your donors to deduct their gifts to your agency on their personal income taxes. In some states, it
exempts your agency from having to pay sales taxes. (Louisiana, sadly, is not one of them.) To apply for
nonprofit status, file Form 1023, known as the Application for Recognition of Exemption, to the Internal
Revenue Service, P.O. Box 12192, Covington, KY 41012-0192. IRS Form 1023 is considerably longer than
the Articles of Incorporation form. The filing fee is also noticeably more than the fee you paid for mere
incorporation: $850, or only $400 if your organization’s revenues are below $10,000 annually.
Be careful here: there are many specific categories of nonprofit status, reflecting a variety of
organizational purposes and types. Do your research to make sure that your agency is applying for the
proper classification. This is something you definitely want to get right in the very beginning.
The IRS may contact you with questions. The entire application process will take months and perhaps
even longer, so don’t expect a short turnaround. In a way this is helpful; the IRS has intentionally made it
somewhat more difficult to establish a nonprofit agency in recent years because the status was being
abused. Admittedly, it’s easier to feel grateful for their diligence after you’ve received your IRS letter. By
the way, it’s called a “determination letter.”
Once you have your letter from the IRS determining that your agency has been granted 501(c)3 status,
KEEP THIS LETTER PERMANENTLY IN A SECURE PLACE, safe from leaky roofs, floods, and fire. It’s one of
the most important documents your agency will ever have, though if something does happen to your
letter, the IRS can issue another. Keep a number of copies on file, because you’ll need to submit a copy
with grant applications.

F. State tax exemptions. Your next step is to apply to the state for any tax exemptions for which your agency
may be eligible. These exemptions vary by state. In Louisiana this means Income and Franchise Tax
Exemptions. Send a copy of your IRS determination letter to the Louisiana Department of Revenue, PO
Box 201, Baton Rouge, LA 70821. There is no filing fee. Include a cover letter stating that your agency is
applying for the exemptions, and you’re including the IRS letter to show that you have been granted
nonprofit status.

As we said above, Louisiana generally does not grant exemptions from paying sales tax. There is a special
circumstance allowed for certain fundraising activities, however. To apply, submit form R-1048,
Application for Exemption from Collection of Louisiana Sales Taxes, to Louisiana Department of Revenue,
Taxpayer Services Division, 617 North Third, PO Box 201, Baton Rouge, LA 70821-0201.

G. Before your organization is allowed to solicit funds – i.e., accept donations – you must first register with
the state Attorney General. To do this, submit the Unified Registration Statement, with a copy of the
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Articles of Incorporation, Bylaws and the organization's IRS Form 990 to: Office of the Attorney General,
Consumer Protection Section, PO Box 94005, Baton Rouge, LA 70804-9005. The filing fee is $25.

Again, anytime your agency has a legal question or issue, it’s best to consult an attorney with expertise in
nonprofit issues. It’s good to have an attorney on your board, but be aware that attorneys tend to be specialists,
and most attorneys don’t have the niceties of nonprofit legal issues on the tips of their tongues. They can be
wrong, so be sure that your attorney either does a lot of work in nonprofit issues or has done the necessary
research to be sure. Case in point: we heard one attorney assert that nonprofits aren’t allowed to lobby or to
advocate for specific pieces of legislation. Neither is true; nonprofits may not promote a specific candidate, but
they are free to educate and advocate for their missions and causes. (See the section on Advocacy in this
checklist.) Though there are boundaries set on nonprofit lobbying and advocacy work, most nonprofits never
come close to those limits. For more information, see the section of this checklist on advocacy.

The questions that follow refer to your agency’s basic legal documents.
1. Please attach a copy of your agency’s bylaws and articles of incorporation. (These may be either
two separate documents or, in the case of some older organizations, a single document.) When
did the board last review the bylaws? Attach a copy of the minutes showing this discussion.

2. Has your agency filed the annual report for Domestic Corporations with the Secretary of State and
paid the annual fee of $5 to that office as required by law? When was the date of your last
submitted report? _________________________

3. Has your organization been granted tax-exempt status by the Internal Revenue Service (IRS)? If
so, please attach a copy of the letter in which the IRS grants this status.

4. How do you store your board’s minutes? √ Board minutes are legal documents. They should
provide a permanent record of your board’s meetings, as well as the decisions reached during
those meetings. Minutes of each meeting should list the names of all board members in
attendance for each meeting, as this will provide those members with some measure of defense in
the event of a lawsuit.

Bibliography: Legal
Books
Guidebook for Directors of Nonprofit Corporations, 2nd edition. Published by the Nonprofit Corporations
Committee of the American Bar Association, 2002. This excellent volume is written in clear
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English and makes a handy reference volume to keep on hand. It’s part of what was originally a
three-volume set issued by the American Bar Association. The three volumes have been updated
at different rates (see below), but all are excellent and easy to use without a law degree. The
books are in paperback and are quite affordable.
Guidebook for Directors of Nonprofit Corporations in the Wake of Sarbanes-Oxley. Published by the
Nonprofit Corporations Committee of the American Bar Association, 2005.
Nonprofit Governance and Management, 3rd edition. Published by the American Bar Association, 2011.

Websites
Unified Registration Statement from the Louisiana Attorney General’s Office:
http://www.ag.state.la.us/Shared/ViewDoc.aspx?Type=3&Doc=214
Attorney General’s web page for charitable organizations:
http://www.ag.state.la.us/Article.aspx?articleID=291&catID=0
http://ladoj.ag.state.la.us/Article.aspx?articleID=3&catID=18
American Bar Association website: http://www.americanbar.org

Louisiana State Police regulations on raffles and charitable gaming:
http://www.ocg.louisiana.gov//sections/contact/default.asp
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Section V. ADMINISTRATION AND MANAGEMENT
Administration Overview:
A.
B.
C.
D.

Operational Policies and Procedures
Staff and Human Resources
Volunteer Management
Facilities

Introduction
In this part of the checklist we’re primarily concerned with administrative performance and practices of
your agency. Obviously, the term “administration” covers a lot of ground, and this checklist is no
substitute for an MBA or other degree. Our purpose here is to hit the high points, the items that every
agency should have in place lest hard times push it over the edge. There are now a number of nonprofit
management texts and reference books available; we recommend that every nonprofit manager keep at
least one or two handy. For specifics, see the bibliography at the end of this section, which is organized
alphabetically by the author’s last name. The selection is diverse; some are for beginners while others
are authoritative reference texts, but all are recommended reading.
This section is divided into the four broad categories listed above. Operational policies and procedures
are necessary in any well-run organization, from the small agency led entirely by volunteers to the large
bureaucracy. The point is to define excellence in implementing the mission, and to ensure that
excellence is followed by every person, every time. The temptation in many organizations is to excuse
low standards or sloppy performances with some faux-noble remark such as “I care about the people, not
the bureaucracy!” Well, exactly. Operational policies and procedures are put into place precisely
because excellent service to our clients is supremely important. That means that those of us engaged in
delivering the services have to define what quality looks like and make sure that we do it right every
time. Our mission and our clients deserve no less. There’s room sometimes for individual judgment, of
course, when a professional consciously chooses to deviate from an accepted standard for a good reason.
But there needs to be a commonly understood standard in the first place before we can know just how
far from it we’re deciding to travel.
The LANO Standards of Excellence for Nonprofit Management provided a good list of operational policies
to have in place. (LANO has since discontinued the program, which was adopted from a similar
organization in Maryland.) Most organizations who sought certification found that there were at least a
few policies that needed to be put in writing or organized so they could be quickly located. Local
agencies that successfully completed certification with LANO will be good models and sources of helpful
advice. In central Louisiana, such organizations included Hope House, United Way of Central Louisiana,
and the Cenla Area Agency on Aging.
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A word about the importance of written policies is probably in order. The following conversation
happens far too often:
“What should we do about this?”
“I don’t know… don’t we have a policy on it?”
“Yeah, somewhere, I think we do. Ted said that the board even voted on it several years ago. I’m
not sure exactly how it was worded.”
“I’ll have to go searching for it… why don’t we just _______?”
“That works for me. If somebody doesn’t like it, let them handle it next time.”
Regardless of what the board might have voted on in previous years, this agency does not now have a
meaningful policy on the subject. The administrator isn’t sure where it is, whether it really exists, or even
exactly what it is. Digging it out of the board minutes from some unspecified year would be quite timeconsuming, so it rarely ever happens in the rush of real life. Thus the will of the board is ignored, and the
agency is operating by the seat of its pants, lurching into off-the-cuff decisions and hoping they’re right
enough to get by.
This might work most of the time, if “work” means that the decision is correct enough that the agency
doesn’t get sued or suffer some other kind of penalty. But over time the agency is building up a history
of different decisions by different people. That creates confusion, and clients receive different kinds of
treatment as a result. This is not excellence.
A written policy captures the values of the organization. It constitutes a ‘decision rule’ that everyone can
use so that excellence is built into the fabric of the way the agency operates. But this is only possible if
the policy is (1) written, and (2) readily available to everyone in the organization. Everyone in the
organization needs to have access to a copy of the agency’s operational policies, whether on paper or
online. Everyone needs to understand them, or at least the ones that pertain to their jobs, which
requires ongoing training and reminding over time. And everyone needs to share the values they
represent, so that the policies actually get followed. That means that the people you hire is a matter of
supreme importance. The time to assess someone’s values is before you hire them, which brings us to
the importance of human resources.

The field of human resources has blossomed into a complex profession with thousands if not millions of
regulations and guidelines. These aren’t particularly unique to nonprofit organizations, though in some
cases exceptions are made for nonprofits such as churches or small organizations. This checklist is by no
means exhaustive, and there’s no substitute for a human resources professional. The Society for Human
Resource Management, or SHRM, provides a wealth of training and networking opportunities. Most
communities including central Louisiana will have an active chapter of SHRM with regular meetings and
training events.
We can’t replicate the field of HR here. But this checklist does focus on a handful of core issues that
affect nonprofits:
1. How do we hire the right people? It’s important for every workplace, and it’s not as easy as it
sounds. But for nonprofits, which exist to embody some set of community values, it’s absolutely
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requisite to find people who not only can do the job but who share values on a personal level.
Otherwise, your clients won’t be served with excellence because your employees will be either
unwilling or unable to do their jobs with excellence.
2. How do we treat our people so that they’ll do their jobs well and stay employed here? Because
nonprofits have historically worked with meager resources in the name of efficiency, staff salaries
are often lower than they should be. In addition, too many agencies offer no benefits to their
employees. This means that too many agencies suffer a high rate of employee turnover, which
means in turn that the people providing the services don’t stay around long enough to achieve
depth in their professions before moving on to something else that pays a living wage. Every
agency has to strive for a golden mean that balances efficiency with real effectiveness in
accomplishing its mission. Arbitrary guidelines for things like ideal overhead percentages don’t
help. We’ve seen agencies report zero percent overhead on their IRS 990 forms, but no one
challenges this absurdity. Thus the ‘official’ figures for too many agencies are meaningless fiction.
Any agency can achieve a low overhead cost if it doesn’t have to worry about actually getting the
job done. This is why United Way and other funders have focused more in the last two decades
on outcome measurement and less on overhead percentages. Efficiency and stewardship will
always be important, but an agency that never accomplishes its mission is just taking up space
and resources.
3. How do we ensure compliance with legal and regulatory matters? Many nonprofits operate with
few concerns about government regulation because their area of work doesn’t have many. But
some things are true for everyone. If you pay employees, you have to send in the correct amount
of payroll taxes on a regular basis. It’s mundane, but things will get exciting in a hurry if you don’t
comply. In some cases, the nature of the agency’s work may incur additional regulatory attention
that’s specific to that work. A nonprofit blood bank, for example, has to comply with specific
health regulations that the Boy Scouts don’t have to worry about. But even the Boy Scouts have
had to implement careful guidelines to protect boys from adult predators. Whether the
compliance is legally mandated or just designed to prevent legal entanglements, the agency has
to be aware of such issues and act accordingly.

While human resource management is fairly universal in scope, volunteer management is unique to
nonprofit sector. Managing volunteers is even more difficult than managing employees – there’s no
paycheck with which to coerce a volunteer. It’s hard enough to motivate a paid employee to do his or her
best. But nonprofits are community organizations which by definition are working toward a goal that
adds value to the community. People volunteer because they care about the agency’s mission and want
to help. They often bring their own motivation with them, which can mean that the person who gives
average performance at a tedious (but paid) job can excel as a volunteer in a role that carries a lot of
emotional meaning.
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Facilities are not unique to nonprofits, of course, though some nonprofits depend more on their facilities
than others. But too often the desire to pinch pennies leaves many nonprofits with shabby facilities that
are too small, poorly lit, or even unhealthy due to inadequate ventilation or moisture control. This sends
a message to everyone that “what goes on here isn’t very important.” It sends a message to clients and
staff that they are not particularly valued, and it sets a tone that says “we don’t expect much around
here.” On the other hand, nonprofits have to be careful that high rents and expensive furniture don’t
send a message that says “we aren’t good stewards of your donations.” It can be a difficult line to walk!
We’ve chosen to emphasize the need for adequate facilities here, rather than check to be sure that the
facilities aren’t too expensive. In central Louisiana, nonprofits that spend contributions on fancy
furniture and offices won’t last long enough to go through this process!

A. Operational Policies and Procedures
1. Are your agency’s policies and procedures written down and organized so that people can easily
locate the correct policy? Attach a copy of your agency’s personnel policies, facility policies, and
any other written documentation not mentioned elsewhere.
2. How does your agency make its policies available to employees?

3. How do you revisit policies with employees so that the policies (and people’s memories) stay
current?

4. What procedure is followed in the event that a policy is violated?

5. How are policies and procedures revised and adapted to changing situations or regulations?

6. Do administrators and other employees have access to journals, books, or other resources to help
them keep up with compliance requirements?

7. Does your agency have an Emergency Operations Plan? If so, please attach a copy. √Many of us
learned a hard lesson after Hurricanes Katrina and Rita: even disasters that we can see coming
have unexpected effects. It’s important for all employees to know how to contact each other, how
to access important documents, and how to carry on the agency’s mission as quickly as possible
following disruptions.
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B. Staff and Human Resources
1. Does your agency’s board approve and review personnel policies? If so, on what date were the
policies last approved or reviewed? Attach a copy of the board minutes showing this review.
2. Do you have a written policy regarding the proper procedures to follow when hiring new
personnel? Please attach a copy.

3. Do you have a written policy regarding the channels for employees to follow when they have a
grievance with the agency or their supervisors? Please attach or indicate the page number in
your overall personnel policies.

4. Do you have a written policy regarding the confidentiality of records and information on clients,
staff, and the organization? Please attach or indicate the page number in your overall personnel
policies.

5. Do you have a written policy regarding the training of employees? Please attach or indicate the
page number in your overall personnel policies.

6. Have you compared your employee salary scale with those of similar agencies? Please tell us
when this review last occurred, and summarize the findings. Are your staff salary scales on a par
with others doing similar work?

7. What benefits does your agency offer its employees? Circle all that apply, adding additional
information as requested. If your agency has a different system, such as a set number of ‘paid
time off’ days that does not distinguish between vacation, sick time, etc., please describe your
agency’s system.
a. Paid holidays – how many per year?
b. Vacation days – how is the number of days determined?
c. Sick leave – how is the number of days determined? Under what circumstances may these days be
used?
d. Retirement – please describe or list the page number in the personnel policies.
e. Medical coverage – please describe briefly or attach a summary of the coverage.
f. Other, such as military leave, compassionate leave, etc.? Please describe.

8. Does your agency reimburse employees for travel, mileage, etc.? Please describe the process, and
attach any forms that employees use to request reimbursement.
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9. Does your agency provide cash advances to help employees avoid incurring a personal expense on
behalf of the agency? If so, please describe the process for doing so. √Cash advances can open a
window for abuse if they are not fully accounted for and if unused cash is not returned to the
agency. Employees should submit receipts documenting all expenditures and return any unused
cash promptly.

10. Does your agency have a written policy regarding violence and sexual harassment in the
workplace? If so, please attach a copy.

11. Does your agency have a policy governing conflicts of interest between employees and the
agency? If so, please attach a copy. How do employees report potential conflicts? How are they
handled, and by whom?

12. Does your agency post the posters required by the U.S. Department of Labor and the Louisiana
Workforce Commission? √The posters are available at no cost from these websites:
http://www.dol.gov/compliance/topics/posters.htm for federal requirements
http://webapps.dol.gov/dolfaq/dolfaqbytopic.asp?topicID=17 (answers questions like “Do I need to pay for
posters?”)
http://www.laworks.net/Downloads/Downloads_Posters.asp for state requirements

C. Volunteer Management
1. Approximately how many volunteers does your agency utilize, other than board members?
2. Please attach a copy of any policies your agency has regarding the use of volunteers.

3. Please describe the ways in which you use volunteers.

4. How do you recruit volunteers?

5. Do you employ a screening of any sort before placing volunteers in a program role?
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6. What training do you provide? Do you have volunteer roles for which a certain level of training is
mandatory?

7. Do you give your volunteers any kind of evaluation or feedback? If so, describe.

8. Are volunteers promoted or rewarded in some way for good work? Please describe.

D. Facilities
1. How does your agency assess the adequacy of its facilities? If you have a written report or
summary of such an assessment, please attach a copy.
2. Does your agency own or rent its facilities? (circle)
OWN
RENT
OTHER (explain)
3. Are your facilities compliant with the requirements of the Americans With Disabilities Act (ADA)?
Please describe any instances of noncompliance.

4. Are there any groups of clients that your agency cannot serve or serve well due to the location or
condition of your facilities? If so, please describe.

5. What are the greatest challenges presented by your facilities?

6. Are any plans in place to address these concerns? If so, please attach a copy or describe.

7. How does your agency provide for upkeep and cleanliness of its facilities? If you own the building,
is there a maintenance budget?

8. Does your facility have a safe place to shelter people in an emergency such as a tornado? How do
you make sure that employees and visitors go there when an emergency occurs?
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9. What arrangements are made for the physical security of your agency’s employees and
volunteers?
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The book has been extensively updated from the second edition, which appeared in 1994.
Purchasers are also given access to an extensive set of online resources. It’s a respected text and
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Section VI. RESOURCE DEVELOPMENT AND FUNDRAISING
Resource Development Overview:
A. Strategies for Funding
B. Donor Relationships
C. Ethical Issues

Introduction
Everyone knows that nearly all nonprofit organizations need to raise money. An agency’s mission defines
it as a good cause, and people invite each other to take part by contributing so that the mission can go
forward. The term “resource development” has increasingly replaced the term the older term
“fundraising” as broader and more inclusive, with fundraising often used to denote events or the specific
ask to individuals for money. Resource development considers other sources of funds from one-time
grants to ongoing, sometimes sophisticated service contracts.
Every agency needs a sound business plan with dependable sources of revenue. Bake sales and similar
fundraising events can remind the community of your agency’s work, but often the work they require
from staff and volunteers exceeds the amount raised. If your mission is to help people learn work skills,
it’s perfectly legitimate for a nonprofit to operate a training program with clients to generate revenue,
such as a bakery or a restaurant. The proceeds can be used to pay the client workers, pay the rent, or pay
other program needs. Other agencies might rely on contracts for services. The state might contract with
a nonprofit for a domestic violence shelter, for example, or a business might pay for an employee
assistance program.
Whether your nonprofit raises $20,000 a year or $20 million a year, it’s important to do so ethically.
Ethically sound behavior is its own reward, but nonprofits depend on the trust of their communities and
funders to survive. Unethical behavior damages that trust and thus the agency itself; trust takes years to
develop, but it can be lost overnight if donors feel their trust has been betrayed.
There are two broad areas of focus in this section of the checklist:
1. Is your agency doing all it can to acquire resources in order to accomplish its mission?
2. Are you doing so in an ethically responsible way?
The bibliography here is small but contains some solid resources that would help any would-be
fundraiser.
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A. Strategies for Funding
1. What was your last complete fiscal year? ___________________________
List your agency’s sources of revenue for the last complete fiscal year:
Type
a. Events:
b. Donations from individuals:
c. Donations from corporations:
d. Grants from foundations:
e. Membership fees:
f. Program fees:
g. Contracts for services:
h. Bequests:
i. Endowment or investment income:
j. Interest income:
k. Other (describe):
Total:

Amount
$
$
$
$
$
$
$
$
$
$
$
$

2. Is your agency considering expanding its resource development efforts into new areas? If so,
please describe.

3. Are any of the potential revenue sources listed above not available or appropriate for your
agency? Please explain.

4. Are there any kinds of gifts your agency would consider not accepting, or accepting only after
board consideration? For example, gifts of land or real estate can bring additional responsibilities
or liabilities that may exceed the value of the property. Accepting them may create a burden
rather than a help.

5. How does the agency authorize people to raise funds on its behalf? Are there any steps taken to
prevent unauthorized people from soliciting funds on your behalf? √Example: Police reported two
men claiming to solicit donations for United Way following Hurricane Katrina; unfortunately, they
were taking the money and keeping it for themselves.

6. How many of your employees have responsibilities for resource development?
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7. Attach copies of recent fundraising brochures or other materials.

B. Donor relationships
1. Does your agency maintain a database of its donors?
2. Can you generate reports of a given donor’s past donation history?

3. Can you – and do you – record a donor’s particular interests in order to help that donor
understand how your agency addresses them?

4. What are your agency’s plans to develop major gifts?

C. Ethical Issues
1. Is the compensation for consultants or employees based on a percentage of the amount raised or
some other commission formula? √ It is considered unethical to base compensation on the
amount raised.
2. Do you instruct fundraising employees and volunteers not to exert undue influence or excessive
pressure when soliciting donations?

3. Does your agency follow the Donor Bill of Rights, developed by the American Association of Fund
Raising Counsel, the National Society of Fund Raising Executives, and others? How do you use
this document in training? Check www.afpnet.org/ethics for a copy of this document.

4. What steps does your agency take to ensure the confidentiality of donor information?

5. Does your agency share lists of donors with others?

6. Does your agency honor requests by donors to curtail or stop repeated mailings or solicitations?

7. How does your agency handle gifts that are designated by the donor for a specific purpose?

8. Does your agency pay a fee or commission to persons who direct gifts to your agency?
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Section VII. COMMUNICATIONS
Communication Overview:
A.
B.
C.
D.
E.

Constituents
Openness
Public Relations & Marketing
Social Media
Annual Report

Introduction
The inclusion of a section on communications may surprise some people. Donors worry about an
agency’s fiscal soundness, but few people worry that they haven’t heard from their favorite agency
recently. Often communication gets lumped together with fundraising, on the apparent assumption that
the only time an agency needs to communicate is when it’s asking for money.
But nonprofits absolutely must work hard to get their messages out. First, if your mission is important,
you need to advocate for it and educate people about why it’s important. An ocean of other messages
washes past every person, every day. Your nonprofit has to be part of that ocean, but in a focused way
that motivates people to respond. You need to show them ways they can get involved and become a part
of your work through giving, advocating, and volunteering. You need to show them why your nonprofit
can be trusted to get the job done.
There may not be another area of nonprofit operations, however, that’s changing so fast and so radically.
There was a time when you could advertise on one or two media vehicles, such as the local TV and the
local newspaper, and assume that your message was out there, at least to all of the ‘important’ people.
Those days are gone. Newspaper subscriptions have dropped to new lows, and many people at all levels
of society get their news – when they bother – online from national or global sources. And the
proliferation of TV channels through cable or satellite dish means that fewer people are watching the
local evening news than there were in the days of two or three channels. No longer can your nonprofit
lamely attempt to get the station to run a public service announcement and get the job done. It’s nice as
far as it goes, but it doesn’t go very far.
Why is all this change important for nonprofits?
 The proliferation of nonprofits in every local community means that competition for donors’
attention is higher than ever. Donors have literally hundreds if not thousands of apparently good
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causes begging for their support. Their reaction is often to tune out the entire crowd. Result: you
lose.
Donors are like the rest of us. They tend to think most about the message they heard last. The
nonprofit that wants a good relationship with donors had better spend some real effort at being
one of the voices the donor hears.
With traditional means like TV and newspapers becoming less dependable, nonprofits have to
figure new ways of getting their messages out to the public.

What’s a nonprofit to do? The only clear answer that has emerged so far is that there is no single
solution. For the foreseeable future, nonprofits will have to be very intentional about articulating their
message, defining their target audience, and inviting the responses they want to receive.
Over the last decade, email has provided a new and very inexpensive means of communication. The
problem is that it worked so well for so many that someone invented spam filters, programs that identify
and delete unwanted emails. Emails that solicit contributions for a good cause get dumped along with
emails that promise money from unknown Nigerian uncles.
Somewhat more recently, social media such as Facebook, Twitter, countless web logs or blogs, and
YouTube® have created entirely new ways to communicate. They don’t connect you with everyone, but
people who use these new media tend to use them a lot. With some effort and a good message, you can
reach hundreds or thousands of supporters instantly. In addition, your supporters can use social media
to help you get your message out when they ‘like’ your agency’s fan page or website. When we first
created this workbook, Facebook had announced plans for an initial public offering or IPO. The stock
opened in mid-May of 2012 at about $42 per share, then gradually (and famously) dropped below $19.
Since then, however, it has risen to its current price of about $68 per share. Obviously Wall Street has
become convinced that the new kid is here to stay.
The point is that no one method is going to get your message out to the people you need to hear it. The
right mix of tactics and strategies will depend on the groups you’re trying to reach. But it’s essential to
try them, especially the ones like social media that only cost someone’s time. It’s like most things; once
you start trying, you learn as you go, so let’s do it!

A. Constituents
1. What are your agency’s donor groups? Be as specific as possible. For example, do your donors tend to be
older, to live in a particular geographic area, or to be female churchgoers, etc.?
2. Who tends to benefit from your agency’s services? Are different groups apparent within the overall client
group?
3. Describe your volunteer base, including but not limited to your board members.
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4. Is there a group you’d like to reach that you’re not now reaching or reaching incompletely? Do you have a
plan to begin reaching them? If so, please attach a copy.
5. Describe your primary sources of revenue other than individual donors. How do you communicate with
them?

B. Openness
1. Do you make your IRS Form 990 available for public inspection? How so? √Nonprofits are legally required
to share their completed 990 forms with anyone who asks. One easy way to do this is to post it on the
agency’s website.
2. What other documents do you make available to the public, and how do you do so?

C. Public Relations & Marketing
1. Does your agency have a marketing plan? If so, please attach a copy.
2. Please attach copies of any press releases, brochures, mailings, or any other materials your nonprofit has
used in the past year.
3. What portion of your agency’s budget is given to marketing, public relations, or communications?
4. How many employees and/or volunteers work on your agency’s communications and marketing?
5. Have you engaged a marketing firm to promote your agency? If so, please describe the experience briefly.
Has this been helpful? Have you conducted a cost/benefit analysis of some sort?

D. Social and Electronic Media
1. Does your agency have its own website? If so, for how long? Please list the URL here:
2. Do you use email to send out agency updates, newsletters, or other communications? If so, to whom?
How often? Please attach copies.
3. Does your agency have its own Facebook or other social media page? If so, describe how each is used,
how many friends or followers it has, etc.
4. Do you maintain a web log or blog on matters that pertain to your agency or mission? If so, please
describe your experience with it and how you use it.
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E. Annual Report

1. Does your agency issue an annual report? If so, please attach a copy of your last one.
2. How do you distribute this report? To whom?

3. Who is involved in planning and writing your annual report?

Bibliography: Communications
Sarah Durham, Brandraising: How Nonprofits Raise Visibility and Money Through Smart Communications.
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Section VIII. ADVOCACY
Advocacy Overview:
A. Community Leadership
B. Government Policy
C. Collaborative relationships

Introduction
The very idea of advocacy and lobbying scares a lot of people. Many people have a vague idea that
nonprofits are forbidden to do either one. One attorney told a local nonprofit board that they were not
allowed even to contact their legislators about a bill. It wasn’t her area of law, and to her credit, when
someone shared the facts with her, she quickly changed her mind and jumped in.
Let’s set the record straight up front: nonprofits may not endorse political candidates for office. The
penalty for violating that rule can be the loss of the agency’s 501c3 status, and that can be the kiss of
death for any nonprofit. This rule applies to religious congregations as well, and the IRS has been known
to revoke even a church’s nonprofit status when the pastor actively endorses one political candidate over
another.
Thus nonprofits do have to be very careful about endorsing candidates. Some candidates, not
understanding this, may ask your nonprofit for support. When that happens, it’s best to explain that your
agency could suffer severe consequences for activity that could be construed as a political endorsement.
Agencies should actually have policies in place that prohibit such endorsements, and the CEO can simply
explain about the policy.
HOWEVER – this leaves a very large field open for nonprofits to operate.
Think about it. What nonprofits do every day to educate the public is advocacy – they advocate for their
clients in ways that most often have nothing to do with law or elected officials. An agency that provides
therapy for disabled children also helps people understand what disability is and is not, how it affects
children and their families, and how the general public can help. It motivates people to get involved and
to take the issue seriously. That’s a very broad definition of advocacy, and it’s clearly a nonprofit’s role to
advocate for its clients’ interests in these ways.
Advocacy can be more specific as well. If a local school lacked restrooms that were accessible to disabled
children, most of us would expect the agency to bring this to the attention of the principal, school board,
or other authorities and work to remedy the problem. The agency could choose any of several
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approaches, from very collaborative to very adversarial, depending on which strategy it judged would
best produce the desired result. It could work with the school to develop wheelchair-friendly curbs and
playgrounds, and to develop higher levels of sensitivity among school staff toward disabled children.
Advocacy has often been considered as optional for nonprofits, or best left to others. But if a nonprofit’s
mission is truly important and its employees and volunteers are passionate about helping their clients,
why wouldn’t the agency work through every means available to accomplish their mission in the larger
community? Wouldn’t the agency be remiss not to advocate and educate as much as possible? Of
course it would. It’s a part of excellence. It also helps people hear about your agency and respect its
work.
Lobbying is a specific subset of advocacy. The word ‘lobbying’ refers to activities that are specifically
intended to produce a change in law or regulatory code, or a change in the way an elected official
interprets existing law. As a result, lobbying often involves talking with government officials or
legislators. An agency might support a bill in the legislature to remove an obstacle for its clients, or to
provide funding for a particular program to help its clients. It might work to repeal a law that they
deemed harmful to their clients or cause, or the agency might seek a judicial injunction to prevent a
harmful activity from taking place. Lobbying can take place at any level, from local to state to federal.
Thus nonprofits can and certainly should engage in lobbying. In fact, lawmakers and public officials need
nonprofits to help them understand the ramifications of a particular bill or issue for the public. There are
guidelines as to how much lobbying is permissible, and for most nonprofits, these guidelines allow far
more flexibility than the nonprofit needs.
In 1976 Congress passed what has come to be known as “the Lobby Law.” Up to that point, the IRS had
declared that nonprofits could lose their tax-exempt status if they engaged in more than an
‘insubstantial’ amount of lobbying. What was considered ‘insubstantial?’ No one could say exactly. The
only thing nonprofits knew was that if the IRS thought they had crossed the line, the penalty was death –
well, the death of the nonprofit. You can see why some people decided that it was best to stay clear of
nonprofit lobbying altogether. Those attitudes still persist today, as in the attorney mentioned above.
But in 1976 the Lobby Law clarified matters. Technically, the law is embodied in sections 501(h) and 4911
of the Tax Reform Act of 1976. This language is called today the “lobbying expenditure test.” It defines
the percentage of a nonprofit’s budget that can be used for lobbying without running afoul of the IRS. In
1990 the IRS published final guidelines based on the Lobby Law. While a nonprofit can elect to be tested
based on either the older ‘insubstantial lobbying test’ or the more recent ‘lobbying expenditure test,’ the
latter generally provides nonprofits with more safety and room to operate. If your nonprofit agency
engages in more than a trivial amount of lobbying (more than an occasional letter to your senator or
congressperson), the Lobby Law requires two things:
(1) Take formal, documented steps to fall under the lobbying expenditure test. This requires that
your organization file a simple, one-page, one-time form with the IRS, Form 5768. This will not
trigger an audit or incur other negative repercussions.
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(2) Know the limits to the amount of lobbying your nonprofit can perform. The 1976 law defines two
types of lobbying: direct lobbying, which is lobbying directly with a legislator or official about a
particular bill or law, and grassroots lobbying, which mobilizes the public to contact their
representatives to express support for or opposition to a particular bill.
The guidelines in the law vary according to the size of the nonprofit’s budget. Any nonprofit considering
significant amounts of lobbying activity needs to do its research and be current on these guidelines. Two
excellent resources are the website of the Alliance for Justice, www.afj.org, and Independent Sector,
http://www.independentsector.org/lobby_guide. Nonprofits and public bodies will find a good deal of
current information about the legal requirements of lobbying here:
http://www.afj.org/for-nonprofits-foundations/about-advocacy/lobbying.html

A. Community Leadership
1. Describe examples of community advocacy by your agency. Attach any flyers or educational materials
you’ve used in these efforts.
2. Are there areas for additional advocacy that your agency is considering?
3. Does your agency have one or more policies that address community advocacy? If so, please attach a
copy.

B. Government Policy
1. Has your agency engaged in lobbying over the past three years? If so, please describe your efforts,
relating the issues concerned and listing any elected officials or other governmental agencies targeted for
contact.
2. Does your agency have any written policies on lobbying? If so, please attach a copy.
3. Has your agency filed or considered filing an IRS Form 5768? √We do not mean to imply that all agencies
should file this form. We ask this question to understand your agency’s lobbying efforts more clearly.

C. Collaborative relationships

1. In your agency’s work to educate the community and effect change, with what other agencies,
businesses, or other organizations have you collaborated?
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2. Has your agency engaged in a coalition or collaboration with a 501c4 to carry out partisan support
for a candidate? √Some organizations, such as 501c4 agencies, are allowed to carry out a degree
of partisan political activity. However, a 501c3 may not use such a collaboration to circumvent the
restrictions on itself.
3. Have you ever polled the community to find their impressions of your agency? If so, please share
a summary of the results. √While this might belong better to the Communications section of the
checklist, agencies that are well-regarded in the community will have more success engaging
collaborative partners. They will be approached to collaborate with others as well.

Bibliography: Advocacy
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Marcia Avner, The Nonprofit Board Member’s Guide to Lobbying and Advocacy, Minnesota Council of Nonprofits,
2004. This is a companion volume to Avner’s other book, running to only half the other book’s length at
about the same price. Most of the material is taken from the earlier volume. However, this shorter book
includes very straightforward checklists for the board member who wants to help but may not know how
to operate in a nonprofit environment.
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and inspiring read.
Rinku Sen, Stir it Up: Lessons in Community Organizing, John Wiley and Sons, 2003. This is a feisty little volume
written from an unapologetically political perspective. Ms. Sen’s thought will be left of center of many
readers, but the methods she describes are applicable regardless of the reader’s politics. The book is
roughly 200 pages for $25.
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Agency Excellence Initiative CHECKLIST
Narrowing down this checklist has been the hardest part of the entire project. Many funders and major donors
said that there should be a checklist no more than two pages long, especially for small or beginning agencies.
Ironically, agency CEOs themselves, however, wanted a fuller list of things they could do to place their agency on a
sound footing. When one gets into the ‘nitty gritty’ of separating ‘beginning’ items from ‘advanced’ items, one
finds that many things are simply not negotiable: if you can’t do them, don’t start an agency! Perhaps running a
basic nonprofit is more challenging than most folks realize.

GOVERNANCE – See pages 10 to 18 in the Workbook
Number
1
2
3
4
5
6a,b
7

1
2
3
4
5
6
7
8
9

1
2
3
4
5
6
7
8
9
10

Item
A: Mission
Mission statement is provided.
Minutes are attached showing board review of mission statement.
Strategic goals are listed.
Board-approved, measurable indicators of success are given.
Minutes are attached showing board monitoring of indicators.
A copy is provided of the self-assessment instrument and results.
Board training materials are provided.
B: Board roles and policies
Board job descriptions are attached.
Board committee chart is attached.
Board governance policies are attached.
Current board roster is attached.
Board members terms of service are described.
Board rotation policy is described.
A strong process for recruiting new board members is described.
The strategy for building board diversity is described.
A copy of board minutes showing a review of bylaws is attached.
C: Board meetings
A schedule of board meetings is attached, showing meetings that take place
at least once a quarter, preferably more.
The length of board meetings is described.
A copy of the bylaws defining a quorum is attached.
Frequency of quorum is described.
Procedures for completing business in absence of a quorum are described.
Minutes of board meetings for the past year are attached.
The process for creating a board agenda is described.
The board chair’s job description is attached.
Procedure for removing inactive board members is attached.
Minutes for board committees are attached.
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Status

1
2
3
4
5
6
7
8

D: Ethics and Conflicts of Interest
The policy for defining and reporting conflicts of interest is attached.
The form for board members to report conflicts of interest is attached.
Attach a copy of your board’s ethics policy.
Attach a copy of your board’s whistle-blower policy.
Relationships among board members, if any, are described.
Relationships between board and staff members, if any, are described.
No employees are voting members of the board; describe if not true.
Board members receive no compensation other than reimbursement.

1
2
3

E: Planning and monitoring mission success and programs
The board regularly reviews the organization’s progress and success.
The board regularly receives and reviews financial reports; description.
The board’s process for assessing external forces is described.

1
2
3
4
5

F: CEO supervision and assessment
The process for assessing the CEO’s performance is attached.
The process for determining CEO salary & benefits is attached.
The means by which the board gives direction to the CEO is described.
The policy that describes how board members relate to employees other
than the CEO is attached.
Board members are not involved in staff disputes.

PROGRAM – See pages 19 to 23 in the Workbook
Number
1
2

1
2
3
4
5

1
2
3

Item
A: Clarity
Programs are described clearly.
The link between program(s) and mission is clearly described.
B: Outcome focus
Program outcomes are clearly articulated, and a logic model is attached.
Measurable indicators are listed for each outcome.
Data is collected for each client’s progress, and the system for tracking is
described.
The agency describes its process for using outcome data for improvement &
reporting.
The agency describes its process for presenting outcome data to its board.
Board minutes reflecting such a discussion are attached.
C: Program fidelity
The agency describes its use of evidence-based programs, if any.
If using an evidence-based practice, the agency describes how it ensures
fidelity to the model.
The agency has described its plans for improving program fidelity and
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effectiveness.
The board’s role in ensuring program fidelity/effectiveness is described.

4

D: Participation and leadership in the field
The agency lists its memberships in appropriate professional associations.
The agency lists the proper certifications held by professional staff.
The agency describes its participation in professional and community
discussions beyond itself.
The agency lists recognitions for providing quality services.
Relationships with other agencies are assessed and described.

1
2
3
4
5

FINANCES: Control Environment – See pages 24 to 28 in the Workbook
Number
1
2
3
4
5
5a
5b
5c
5d
5e
5f
5g
6
7
8

9

10
11
12

Item
A: Control Environment Checklist
A full copy of an audit report by a qualified CPA is attached, along with
minutes reflecting board review.
A copy of the last annual report with summaries of audited financial
statements is attached.
The agency has described the way in which it makes its audit available to
service recipients, volunteers, donors, funders, or other interested parties.
A copy of the agency’s bond insurance for employees or volunteers who
handle cash is attached.
A declaration page for the following types of insurance is attached:
Property or renter’s insurance
General liability
Flood, if applicable
Auto (if vehicles are used for your agency’s work)
Directors and Officers (D&O) insurance
Professional liability insurance, if applicable
Other, if applicable:
Minutes are attached showing a review of the agency’s insurance coverage.
The agency has given evidence that it adheres to generally accepted
accounting principles (GAAP).
The agency has described its systems that provide appropriate information
needed by staff and board to make sound financial decisions and to fulfill
IRS requirements.
The agency has attached a copy of its annual, comprehensive operating
budget that includes all sources of funding and all costs for programs, along
with a copy of board minutes showing board review of the budget.
The agency provides evidence that its policies are regularly documented,
reviewed, and updated?.
Employee job descriptions are attached, and the agency’s use of them is
described.
Cross-training for different job functions is described.
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FINANCES: Monitoring Controls – See pages 28 to 30 in the Workbook
Number
1
2
3
4
5
6
7
8
9
10
11

12
13
14
15
16
17
18

Item
B: Monitoring controls checklist
The board’s involvement in engaging an outside CPA as auditor is described.
Minutes are attached to document the board’s review and approval of both
audit and management letter, if any.
Minutes reflect efforts by the board to institute and monitor any necessary
changes, based on the audit report. (if applicable)
A copy of the IRS Form 990 is attached.
The board’s review of the 990 is documented by email or other means.
The agency has clearly described its procedures for accepting and
monitoring grants or contracts.
The agency has described its process for the board to receive timely,
appropriate, and accurate financial information.
The agency has documented its process for preparing cash flow projections.
The agency has attached financial statements, including a Statement of
Activities and a Statement of Financial Position.
Management’s review and use of the agency’s financial statements is
described.
The process for allocating and monitoring functional expenses is described.
Expenses are appropriately allocated between program, fundraising, and
management & general, and reported in the annual audit and IRS Form
990.
The ratio of net assets to the current year’s expense budget is given.
Management and board monitoring of the payment of payroll taxes and (if
any) debts is described.
Procedures are documented for the agency to pursue receivables after a
reasonable time.
Procedures are documented to ensure that the agency does not spend
more than is available.
Procedures are documented that prevent indebtedness without prior board
approval.
Procedures are documented to ensure that long-term reserves are not used
without prior board approval.
Someone is explicitly identified to ensure that the agency complies with all
relevant federal and state laws and regulations.

Status

FINANCES: Application Controls – See pages 30 to 36 in the Workbook
Number
1

Item
C: Application Controls checklist
All agency expenses are approved by a designated person before payment is
made; the person is identified.
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2
3
4
5
6

7
8

9
10
11
12
13
14
15
16
17
18
19
20
21
22
23

24
25
26
27
28
29

Procedures are in place to ensure that all checks and payments are properly
reviewed before being sent out; a copy is provided.
If the agency purchases or sells merchandise, policies for taking periodic
inventory are provided.
If the agency has any contract employees, a copy of the policies for this is
provided.
Policies for the payroll process are provided.
If the agency has any billable contracts or reimbursement grants, policies
for documentation, periodic billing, follow-up and collection of all accounts
have been provided.
The agency regularly reconciles its cash accounts.
Monthly financial reports are reconciled to source documents or computer
reports by someone other than the person who processes the underlying
transactions.
Reports and reconciliations are reviewed by someone external to the
transaction process so as to identify any unusual patterns.
Checks and cash are processed and deposited the same day they arrived.
COMMON RECEIPTS AND REVENUES
If checks or cash must be held overnight for some reason, a means of
securing them is in place.
Daily deposits are reviewed for accuracy and completeness.
Items returned by the bank (e.g. insufficient funds, account closed) are
reversed out of the revenue accounts in a timely fashion.
Cash-handling activities are segregated.
Delinquent accounts are reviewed to determine collectability.
Receipts and bad debt write-offs are recorded in the correct period.
Monthly financial reports are reconciled to source documents or computer
reports by someone external to the receipting process.
Management reviews monthly revenue reports to ensure that all
transactions are posted to the correct account in a timely fashion.
Periodic financial reports are provided for review by management.
Accounts are maintained at a level of detail that allows management to
identify unusual patterns.
Computer-generated exception reports are reviewed by supervisory staff.
Management investigates unusual patterns.
Authorization is required to change computer programs that pertain to cash
registers or financial software.
PAYROLL
A checklist is in place to ensure that all employment forms are completed
and present.
All employment forms are completed in a timely manner.
Personnel records, both paper and computer, are adequately secured.
New employees are added to the payroll in the correct period. Terminated
employees are removed in the correct period.
Payroll processing duties are adequately segregated so that no one
employee has control over all aspects of the payroll function.
Different personnel are responsible for appointing employees and paying
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employees.
30

Direct deposit authorizations or change of address requests are
handled by someone different than the person who approves payroll
or distributes paychecks/payroll deposits.

31

If applicable, all time records are completed by the employee and approved
by an authorized person with direct knowledge of the time worked.
If applicable, immediate supervisors review employee timesheets for
accuracy and completeness before approving them.
If applicable, employees are required to secure authorization prior to
working overtime.
Records are maintained to monitor and verify vacation days, sick days,
personal days, etc. A supervisor reviews these records.
Procedures are in place to review and approve deductions, nonstandard
requests, and changes in pay rates; a copy is provided.
Standard forms are used for all payroll activity requests; a copy is provided.
Check-related activities are adequately segregated.
Payroll bank account reconciliations are performed in a timely manner.
Passwords that are related to payroll data are changed frequently.
Procedures are in place to ensure that all additions and deletions of
employees are reviewed and approved. Copy provided.
TRANSACTION CYCLE: PURCHASES AND PAYMENTS
Written policies and procedures are provided for acquiring capital items,
routine and non-operating purchases, contracts, business travel expenses,
mileage, and petty cash uses.
Clear, written policies are provided for paying or reimbursing expenses
incurred by anyone conducting business or traveling on behalf of the
organization.
Policy specifically prohibits payment or reimbursement for the travel of
spouses, dependents, or others unless they, too, are conducting agency
business.
Invoices are matched to receiving reports and purchase orders.
Invoices are reconciled to all available physical evidence of the obligation
(e.g. leases, contracts, completion reports).
Is the mathematical accuracy of vendor invoices verified prior to payment?
Procedures specify how the agency will follow up and resolve problems and
exceptions.
Written requirements for processing internal check requests are provided.
The agency has a schedule of payment approval authorities that ensures
proper approval for procurement and timely processing of payments.
Disbursement procedures specify the individuals authorized to process
accounts payable transactions.
If the accounts payable system accepts entries for future payments, control
features are in place to ensure that the transaction is properly authorized
when the payment becomes due.
Procedures are in place to prevent a vendor from being paid twice for the
same invoice; copy provided.
IRS Form W-9s are obtained from vendors before issuing payments.

32
33
34
35
36
37
38
39
40

41

42

43

44
45
46
47
48
49
50
51

52
53
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54
55

56

57
58
59
60
61
62

Access to vendor data is limited to authorized personnel, and access is
secured by frequently changed passwords.
Direct deposit authorizations or vendor change of address requests are
handled by a different person than the person(s) who process cash
disbursements or mail payments.
Check-related activities (e.g., authorizations, printing, mailing) are
adequately segregated.
ASSET PROTECTION
Assets are insured against theft and casualty losses; a copy of the
declaration page is attached.
Liability losses to board members, staff, and the organization are insured.
Personnel with access to materials amounts of funds are bonded.
Policies are in place to require comparative prices and quality for purchases
over $5,000 or some other fixed amount; copy attached.
Policies are in place to protect intellectual property, computer data and
files, information, and other files from loss or damage; copy attached.
Capital and reserve dollars are held in interest-bearing accounts.

FINANCES: Computer Controls – See page 36 in the Workbook
Number

Item
D: Computer Controls Checklist
1
Changes to master file data, codes, data tables, or computer programs are
only allowed by management authorization.
2
Exception reports are reviewed and investigated by supervisory staff.
3
Regarding computerized processes:
3a
There is a policy prohibiting the sharing of passwords.
3b
Passwords are changed periodically.
3c
The policy is enforced.
4
Employee passwords and access are terminated when the employee is no
longer employed by the agency.
5
If the agency transacts business via the internet, security procedures have
been implemented to authenticate electronic signatures and to verify the
sender and the receivers.

Status

LEGAL – See pages 38 to 42 in the Workbook
Number
1
2
3
4
5

Item
A copy of the agency’s articles of incorporation is attached.
A current copy of the agency’s bylaws is attached.
A copy of the original letter from the IRS granting tax-exempt (501c3) status
is attached.
The documents referenced in questions 1 – 3 are kept in a secure place.
The agency has filed the annual report for Domestic Corporations with the
Louisiana Secretary of State and paid the annual fee of $5 to that office as
required by law. A copy of the receipt is attached.
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6
7
8

Minutes of every board meeting are kept; copies of some meetings are
attached.
The board’s minutes are kept permanently.
The agency has described some means of keeping current with changes in
law that affect its work.

ADMINISTRATION – See pages 43 to 51 in the Workbook
Number
1
2
3
4
5
6
1
2
3
4
5
6
7
8
9
10
11
12

1
2
3

Item
A: OPERATIONAL POLICIES
The agency’s policies and procedures are written down and organized so
that people can easily locate the correct policy; copy attached.
The agency makes its policies available to employees.
The agency revisits policies with employees so that the policies and
people’s memories stay current.
A procedure is in place for dealing with violations of policy; copy attached.
Policies and procedures are revised and adapted to changing situations and
regulations; description of process included.
The agency has an Emergency Operations Plan; copy attached.
B: STAFF AND HUMAN RESOURCES
The agency has a set of board-approved personnel policies; copy is
attached.
The agency has written procedures to follow when hiring new personnel;
copy attached.
The agency has written procedures for employees to follow when they have
a grievance with the agency or their supervisors; copy attached.
The agency has a written policy regarding the confidentiality of records and
information on clients, staff, and the organization; copy attached.
The agency has a written procedure on the training and orientation of new
employees; copy attached.
The agency compares its employee salary scale with those of similar
agencies; copy attached.
The agency offers benefits in addition to salary; description attached.
The agency reimburses employees for travel, mileage, and other expenses
related to the agency’s work.
The agency has a written procedure for handling cash advances for travel;
copy attached.
The agency has a written policy regarding violence and sexual harassment
in the workplace; copy attached.
The agency has a policy governing conflicts of interest between employees
and the agency?
The agency posts the posters required by the U.S. Department of Labor and
the Louisiana Workforce Commission; photo attached.
C: VOLUNTEER MANAGEMENT
The agency uses volunteers other than board members.
The agency has policies regarding the use of volunteers; copy attached.
The agency has described the ways in which it uses volunteers.
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4
5
6
7
8

1
2
3
4
5
6
7
8
9

The agency has described the way it recruits volunteers.
Volunteers are screened prior to their work with the agency; policy
attached.
The agency provides training or orientation for volunteers; outline attached.
Volunteers are given feedback or evaluation for their work.
Volunteers are recognized or rewarded for good work; photo or copy
attached.
D: FACILITIES
The agency’s facilities are adequate for promoting its mission.
The agency: ____ owns / ____ rents its facilities.
Facilities are compliant with the Americans with Disabilities Act (ADA).
The agency has made arrangements to serve clients that have difficulty with
its facility’s accessibility.
Facility difficulties are identified.
If applicable, a copy is attached of plans for addressing difficulties.
If the building is owned by the agency, the agency includes maintenance in
its budget; copy attached.
The facility has a safe place to shelter people in an emergency such as a
tornado.
Arrangements are made for the physical security of the agency’s employees
and volunteers.

RESOURCE DEVELOPMENT / FUNDRAISING – See pages 52 to 55 in the Workbook
Number
1
2
3
4

5
6
7
1
2
3
4
1
2

Item
A: Strategies for Funding
Sources of revenue are listed.
Plans for expanding resource development are described.
Any inappropriate sources of revenue are explained.
The agency has written guidelines for types of donations it would not
accept without prior board approval (e.g. land, buildings, etc); copy
attached.
Steps are taken to prevent unauthorized people from soliciting funds on
your behalf; description attached.
Some employees or volunteers have responsibility for resource
development in their job descriptions.
Copies of recent fundraising materials are attached.
B: Donor Relationships
The agency maintains a database of its donors.
The agency can generate reports of a given donor’s past giving history.
The agency tracks donors’ particular interests for better communications.
The agency has a plan for developing major gifts.
C: Ethical Issues
The compensation for consultants or employees is based on an hourly or
flat rate, rather than a percentage of funds raised.
The agency instructs fundraising employees and volunteers not to exert
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3
4
5
6
7
8

undue influence or excessive pressure when soliciting donations.
The agency follows the Donor Bill of Rights.
The agency has described steps to ensure the confidentiality of donor
information.
The agency does not share lists of donors with others.
The agency honors donor requests to be removed from mailing lists.
The agency honors donor restrictions or designations on gifts.
The agency does not pay a fee or commission to persons who direct gifts to
your agency.

COMMUNICATIONS – See pages 56 to 59 in the Workbook
Number
1
2
3
4
5

1
2

1
2
3
4
5
1
2
3
4
1
2
3

Item
A: Constituents
The agency has described specific donor groups.
The agency has described groups whose members tend to benefit from
the agency’s services.
The agency has described its volunteer base .
The agency has assessed whether additional groups exist that might be
reached.
The agency has described its primary sources of revenue other than
individuals and described communications with them.
B: Openness
The agency makes its IRS Form 990 available for public inspection.
The agency has described other documents that it makes available to the
public.
C: Public Relations and Marketing
The agency has attached a copy of its marketing plan.
The agency has attached copies of press releases and other materials.
The agency has described the portion of its budget for marketing.
The agency has employees or volunteers working on communications
and marketing.
If applicable, the agency has described work with a marketing agency.
D: Social and Electronic Media
The agency has a website.
The agency has described its communications efforts and attached
copies.
The agency has a Facebook page or other type of social media presence.
If applicable, the agency has described its blog and experience with it.
E: Annual Report
The agency has provided a copy of its annual report.
The agency has described its distribution of the report.
The agency has described its process for creating an annual report.
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ADVOCACY – See pages 60 to 63 in the Workbook
Number
1
2
3

1
2
3
1

2
3

Item
A: Community Leadership
The agency has provided examples of community advocacy.
The agency has considered additional advocacy or educational activities
in the future.
The agency has written policies or guidelines that address its advocacy
and/or lobbying activities; copy attached.
B: Government Policy
The agency has described its lobbying efforts for specific bills sometime
over the past three years.
The agency has attached copies of its policies on lobbying.
If the agency has ever filed an IRS Form 5768, a copy is attached.
C: Collaborative Relationships
The agency has described collaborative relationships with other
agencies, businesses, or other organizations to educate the public and
effect change.
The agency has described whether it has engaged in a coalition or
collaboration with a 501c4 to carry out partisan support for a candidate.
The agency has surveyed the community to learn what impressions it has
of your agency and/or its mission; a summary of the results is attached.
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