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The Environment
• Interest in what’s happening behind the 

curtain has never been greater. Who’s 
interested?
 Current stakeholders:

Participants, funders, members, print/online 
media, regulatory authorities… who else? media, regulatory authorities… who else? 

 Prospective stakeholders:
Donors, participants, etc.
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What Numbers?
• Incoming receipts; outgoing 

expenditures; program vs. overhead $$
• Participation/pick-up
 Current numbers

Hi t i l b Historical numbers
 Trends?!

• What about effectiveness or impact?!

www.charity-commission.gov.uk
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• D5. Hallmark 5: Financially sound and 
prudent. An effective charity has the financial and other 

Excerpts from the Charity 
Commission Hallmarks

prudent. An effective charity has the financial and other 
resources needed to deliver its purposes and mission, and controls 
and uses them to achieve its full potential. 

In order to demonstrate this, the charity: 
 integrates financial planning with wider organisational planning and 

management, ensuring that funds are available when the charity needs 
them and are used in the most effective way to the benefit of the charity;

 reviews its fundraising strategies and activities to ensure that they 
comply with good-practice standards, taking account of any relevant 
ethical issues;

 is aware of the financial risks involved with existing and new ventures 
and manages the risk of loss, waste and fraud by having robust financial 
controls and procedures in place;

• D6. Hallmark 6: Accountable and 
transparent  An effective charity is accountable to the transparent. An effective charity is accountable to the 
public and others with an interest in the charity (stakeholders) 
in a way that is transparent and understandable. 

In order to demonstrate this, the charity:
• explains in its Annual Report the extent to which it has achieved its charitable 

purposes in a way that people with an interest in the charity can understand;
• can show how it involves beneficiaries and service users in the development 

and improvement of its services; the contribution may have been by way of the and improvement of its services; the contribution may have been by way of the 
appointment of beneficiaries as trustees or their involvement through 
discussion, consultation or user group input;

• has a communications plan which ensures that accurate and timely information 
is given to everyone with an interest in the work of the charity, including the 
media, donors and beneficiaries.



4

Financial Reporting and Nonprofits
• Effort has been focused on improving the 

quality and consistency of financial reporting 
by nonprofits.

• Do the primary sources of information on 
nonprofit finances, (1) audited financial nonprofit finances, (1) audited financial 
statements and (2) the IRS Form 990, 
effectively tell your nonprofit’s “story”? 

What’s the Risk?
• Stakeholders have “unanswered” 

questions.
• Stakeholders are unable to understand 

and properly interpret publicly available 
information.

• Some leaders may be anxious about 
how the story is told/interpreted.
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Key 
Concepts

•The public expects 
______________________ 
with respect to how your 
nonprofit reports the nonprofit reports the 
“numbers.”

What is 
changing?

• Growing demand for information and g
transparency; 

• Stakeholder connections and potential speed 
and reach of communications; and

• Departure from reliance on a single data 
point: 

t  f i  t  “ h d” percentage of income spent on “overhead”
“In 2009 NONPROFIT X spent only 5% on 
administration and fundraising (well below the 
maximum standard of 25% for nonprofits).”
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What is Transparency?
• “When we speak of transparency and 

creating a culture of candor, we are 
really talking about the free flow of 
information within an organization and 
between the organization and its many 
stakeholders, including the public.”
 Transparency: How Leaders Create a 

Culture of Candor

Transparency is a Choice
• “Because the term transparency, like 

courage and patriotism, has the exalted 
ring of eternal truth, it is easy to forget 
that transparency is a choice.”

• “Openness happens only when leaders 
”insist on it.”

 Transparency: How Leaders Create a 
Culture of Candor
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Corporate Example
• Whole Foods:
 “no secrets” policy
 Posting employee pay
 CEO John Mackey: “shared fate” philosophy

The New York Times  The New York Times, 
November 26, 2010

“To Help Donors Choose, Web Site 
Alters How It Sizes Up Charities”

www.nytimes.com/2010/11/27/business/27charity.html
?_r=1&scp=1&sq=charity&st=cse
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The Old Way…
• “By focusing on administrative costs, it 

encouraged donors to steer resources 
toward organizations pushing 
everything into the cause rather than 
investing in people with expertise, new 
technology and other things that make 
a nonprofit strong.”  - Sean Stannard Stockton

More from the article…
• “Over the next three years, Charity 

Navigator plans to add evaluations of a 
nonprofit’s accountability and 
transparency to its ratings, as well as 
research on its impact and research by 
other organizations.” 
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Do You Need to Wait?!
• Let’s look at one nonprofit’s approach

“Standard nonprofit reports, with the great pictures and donor listings, are not 
enough to get most people comfortable donating a lot of money,” said John Risner, 
the tumor group’s president. “Most people can’t interpret the tax forms we file, and 
the audited statements don’t give you enough room to talk about program results.” 
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www.ctf.org
From the CTF website

From the CTF 
2009 annual 

report
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More… from the same report

GuideStar.org
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BBB – Wise 
Giving Alliance

Charity 
Navigator

Source: www.charitynavigator.org



13

Resources
• Transparency: How Leaders Create a 

Culture of Candor, by Warren Bennis
• Uncharitable: How Restraints on 

Nonprofits Undermine Their Potential, 
by Dan Pallottay

• Begging for Change, by Robert Egger

To Do List…

1. Recognize that 
stakeholders want “in”

2. Reflect on ways to invite 
them “inside” and 
demonstrate 
transparency
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3. Be creative in thinking about your 
success and impact  success and impact. 
 How have you leveraged donations or grants? 
 What bold moves have opened up doors?
 How are you changing lives or changing a 

community for the better?
4 Invite stakeholders to help shape (and 4. Invite stakeholders to help shape (and 

fund) your future.
 Online survey
 Funding priorities

5. Rethink how you share information 
(including numbers) about your impact(including numbers) about your impact.
 What numbers? How easy to find? What 

analysis? 
 Be candid
 Be clear and concise (no jargon!)
 Remember the range of audiences that will be 

reading and/or listeningreading and/or listening
 Including current and prospective stakeholders

 Highlight special issues (e.g., reserves, need for 
capital funding, losses)
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Next Month’s 
Webinar

Thank you!Thank you!
•Melanie Lockwood Herman
 Melanie@nonprofitrisk.org
 www.nonprofitrisk.orgwww.nonprofitrisk.org


