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Welcome

e Sponsors
— Argy, Wiltse & Robinson, P.C.

— Alliance Bank of Virginia

Drohan Management Group

e« Panelists

Francie Ostrower, Ph.D. — Urban Institute

Jeff Schragg, Partner - Argy, Wiltse & Robinson, P.C.
Jonathan L. Pompan, Esq - Venable, LLP

Doug Haskett Il, Sr. Vice President - Alliance Bank
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Seminar Agenda

e 8:00 am Welcome

e 8:05 am Board Governance
— Urban Institute Study Results

— Discussion of Current Environment
 9:00 am Questions for Panelists
e 9:30 am Adjourn
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Nonprofit Governance Study Results and
Current Governance Insights

Urban Institute National Survey of Nonprofit Governance

e Study background

— Number and types of nonprofits included, etc

e Survey topics and purpose

Nonprofits and policy developments: Sarbanes-Oxley related practices
e Growing interest/scrutiny of nonprofit boards

« Factors that promote/inhibit adoption of Sarbanes-Oxley type
practices by nonprofit boards
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Nonprofit Governance Study Results and N Aréb
Current Governance Insights

Engagement in traditional stewardship responsibilities
e Levels of board activity in traditional responsibilities

e Factors that promote/inhibit board engagement

Implications

The report, Nonprofit Governance in the United States: Findings on
Performance and Accountability from the First National Representative
Study by Francie Ostrower, Washington, DC: The Urban Institute. 2007
Is available on the Urban Institute website at:
http://www.urban.org/publications/411479.html
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How We Got Here...

Sarbanes Oxley (2002)

Senate Finance Committee Staff
Paper (2004)

IRS Voluntary Best Practices (2005)

H.R. 4 — New Section 501(q) for
Credit Counseling Agencies and
other Changes

IRS Model Good Governance
Practices (Feb. 2007)
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American National Red Cross —
Senate Bill 655

Smithsonian Institution — push to
ethics and accountability reforms
(March 2007)

National Association of
Manufacturers (Lobbyist Leaves for
CPSC, May 2007)

New IRS Form 990




Duty of Care

e Informed, good faith decisions

e Regular attendance at board and committee meetings
« Can rely on reports and consultants, if reliable

* Delegation is permissible

e Monitor investments

A ...
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Duty of Loyalty

* Undivided allegiance
e Act in best interests of the orginization
» Disclosure of conflicts/Conflict of Interest Policy

 |ntermediate Sanctions
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Understanding the New IRS Form 990

« Core Form (11 pages)

« Part VI, “Statements Regarding
Governance, Management and
Financial Reporting.”

 Compensation (5 highest employee
salaries)

e 5 yrs public support test (increased
from 4yrs)
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Executive Compensation

Approval of Executive
Compensation

Organizational Governance

And More....
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Forn 980 [200E) Fage B
BT Governance, Managameant, and Disclosura (Sactions A, B, and O requast information about palicias not

required by the Iintemal Revenus Codea.)

Section A. Governing Body and Management

W Hao
For each “Yes" response to nas 2-7 balow, and for a “No”™ responss to fines 8 cr ob balow, dascribe the
cicumsiances, procass, or changas in Schadule 0. Ses instructions.
1a Enter the number of voting membsars of the goveming body 1a
b Enter the number of voting members that are independant . . 1b
2 Did any efficer, directorn, thustes, of key empleyes have a family relationship or a business relationship with
ary other officer, director, trustes, or key emplyaa? . 2
3 Did the srganization dalegate contral over meragamant dutlus custc-ma'lryr perfunm-d I:n,r ar undar 11‘1-9- dlmct
supsarvision of officers, directors or trustess, or kay employess 1o a managemeant corrpany or othar person? 3
4 Did the oganization maks any ganificant changes to its organizatonal documents sines the pricr Fom 990 was filed? 4
5 Did the srganization become aware during the year of a material diversion of the crganization’s assets? 5
& Doas the organization have members or stockholders? | 5]
7a Does the organzation have mombars, stockFoldars, or athar pgrscns whu:n ma;-.r gl;ct Dng |:|r mu:nn;. mgmtugrs
of the goveming body? . . .| Ta
b Are any decisions of the gmremlng b-ody subject t-:- appr-:-val b}.r membars stc-ckhddar:s ar other parsons'i' . LB
& Did the organization contemporaneously document the mestings held or written actions undeartaken during
the year by the following:
a the govaning body? | % 0
b each committee with authu:nnt*_-.r to act on bahalf of the gmremmg body“ sul | | 8b
Oa Doeg the organization have local chapters, brancheg, or affiliates? . . 9a
2 If "Yes," doas the organization have written palicies and procaduras governing 11'19 activities c-f such chaptars
affiliates, and branches to ensure their operations are consistant with. those of the organization? A 4b
10 Was a copy of the Form 990 provided to the olganization's goveming body before it was filed? All nrganw_amns
must describe in Schedule O the process, if any, tha -:nrganlzanon uses to review the Form a0 | 10
11 Is thers any officer, director of trustes, or kay ampleyes listed in Part VI, Sectien &, who cannot be reached at
the organization’s mailing addregs? If "Yes " provide the names and addrésgses in Schadule © . . 11
Section B. Policies
Wi Ha
12a Doos the organization have awritten conflict of interast policy? & “Yes™: . . 12a
b Are officers, directors artrustess, and key ampl-:-yeas raqmre-:l to disclose annuall:.r |r|t-ares*t$ 1hat -:l:uull:l gwa
riss to conflicts? . -l ) ) N ) . |2k
c Doas the Dr%anlzatlon regularl and consistently monitor and enforce CDI‘I‘IplIanCB\'LI‘[h the |:-:|I||:r§.-"? If "es,"
describe in Schedule O how this is done . P, L e
13 Dioes the organization have a written uhlstlehlmer |:-:|I|c:g.-' .o O
14 Does the organization have a written document retention and dQSII'LIIIIDI‘l pl:lllt.“:." .o 14
15 Did the orocess for determining compensation of the following persons include a review an-::l apprmral by
inclapancant persons, comparability data, and contemnmporaneous substantiation of the daliberation and decision:
a The orgenization's CEQ, Executive Director, or top management official? . . . . . . . . . . . .|15a;
b Other oficers or key employees of the orgarzation? . . . . . . . . . . . . . . . . . .|1&8b
Describe the process in Schedula O.
16a Did the organization invest in, contribute assets to, or paticipate in a joint vemure or similar amangemant
with a takable entity during the year? . | . 16a
b If "Yes,” has the organization adopted a writen |:-:-Ii:3.-' ar pn:u-::eu:lure requmng tha u:urganlzatlu:un tu:u e-\.-*alua‘te-
itz partic pation in joint ventura arangamants undar applicable Fodaral taw law, and takan E‘[E-DE 1o SE{TQQLIE{I'EI
the organization's exempt status with respect to such amangemeants? | | 16b

Saction €. Dizclosure

17
18

16

20

List the States with which a copy of this Form 290 is required to befiled. ... [,
IRC Sacion 6104 requires an organization to maks its Form 1023 {(or 1 024 rf apficablk), 990, anu:l QQD T (501(ci3s u:unl'_-.-’,l
available for public inspection. Indicate how you make these available. Check all that apply.

O own website O anather's website [ upon request

Describe in Schedule & whether (and if =0, bow), the organzation makes itz goveming documents, conflict of interest
policy, and financial staternents available to he public.

State the name, physical address, and telephone number of the person who possesses the books and records of the

O A Y il
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Election of Sarbanes-Oxley Provisions by
Nonprofit Entities

Steps of Implementation

e Risk Assessment
— Financial Risk

— Operational Risk
» |dentification of Risk

» Documentation of Risk
e Addressing Risk- Building and documenting controls

« Validation of controls through independent testing
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Election of Sarbanes-Oxley Provisions by

Nonprofit Entities

Factors Leading to Implementation:
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Trustee/Board Member experience at public companies
High profile fraud cases in Non Profit Industry

Report from Certified Fraud Examiners in 2006
e Non Profit Entities Account for 14% of Fraud Cases
e Median Loss of $100,000

|dentification of fraud
* 60% of cases detected by accident or employee tips
» 20% detected by internal controls
* 15% detected by external audit

» Even with these statistics, only 1 in 5 non profits that were victimized had a
fraud/whistle blower hotline

Large contributors have desire to know that resources will be not be
redirected or embezzled.

Perception that it will one day be required by IRS for tax exempt
status or state law. B

Aréb



Election of Sarbanes-Oxley Provisions by
Nonprofit Entities

Inside the organization- What will it achieve?

A much better big picture of the organization through:
— Creation of a framework of financial reporting and resource controls;
— Increased awareness of risk by Managers and Directors;
— Improved accountability for control; and

— Better allocation of human resources to achieve mission objectives.
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Key Characteristics of a “Good” Charity

 Board Effectiveness

« Staff Effectiveness

o Strategic Plan

* Fundraising Plan

» Effective Fiscal Management and Reporting

e Entrepreneurial Spirit
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Questions for Panelists

Jeff Schragg, Partner - Argy, Wiltse & Robinson, P.C.

Jonathan L. Pompan, Esq - Venable, LLP
Francie Ostrower, Ph.D. — Urban Institute

Doug Haskett Il - Sr. Vice President, Alliance Bank
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Notes
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