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onprofits of all kinds once again face a 
nationwide economic crisis, this time 
caused by the COVID-19 pandemic. The 

challenges are daunting, but previous recessions 
may provide a road map for helping organizations 
navigate the far-reaching effects of the virus. The 
path forward starts with strategic cost-cutting that 
contains expenses but allows you to continue your 
mission. Several areas make ripe targets for most 
nonprofits.

Staffing
When COVID-19 was first making its presence 
felt in the spring, many nonprofits resisted lay-
ing off employees. Retention tax credits provided 
under the Coronavirus Aid, Relief and Economic 
Security Act gave some the breathing room they 
needed to retain employees.

As the pandemic has dragged out, though, even 
the organizations most intent on preserving their 
staffs may now have no choice but to cut compen-
sation costs. The good news is that alternatives to 
termination may be available. 

For example, you could reduce hours or suspend 
employee benefits. You might trim wages or  
management-level salaries. You also could 
allow employees to work remotely, 
which leads to lower 
overhead.

Facilities
Facility costs often 
rank with staffing 
near the top of 
nonprofits’ oper-
ational expenses. 
With stay-at-home 
orders, you may have 

had your first experience with remote work in the 
spring. If operations didn’t suffer, you could reap 
significant savings by continuing in that mode and 
giving up, or at least shrinking, your office space if 
possible. You’ll also reduce the need to implement 
increased sanitation and other precautionary mea-
sures against the spread of contagion.

If you’re subject to a lease, approach the landlord 
about renegotiating, especially if you’re nearing the 
end of the term. The market for commercial real 
estate has faltered in the wake of the pandemic and 
recession, so landlords might prove more amena-
ble than they normally would to rent reductions, 
abatements or holidays.

Organizations with more than one site could 
consolidate in a single location and close shop in 
the others. You may not be able to escape the rent 
obligations for the shuttered space, but you could 
eliminate the associated overhead, including costly 
insurance. 

Nonprofits that own their facilities could sell, 
downsize or rent out unused space. They also could 
consider appealing their property tax assessments, 

if subject to such taxes. A lower 
assessed value normally 

results in lower prop-
erty taxes. With 

property 
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values falling in some parts of the country, your 
current assessed value may be too high.  

Vendors
Nonprofits should explore renegotiation with their 
vendors. Those that shift to greater remote work, 
for example, have less need for maintenance and 
food services. 

Those that have cut staff may find that they don’t 
require as many pieces of equipment such as com-
puters or printers, or licenses for software. Check 
for penalty or fee provisions in your contracts 
before terminating agreements, though.

It also could pay to join forces with other organiza-
tions, nonprofit or not, to consolidate your buying 
power. Or you could consolidate more purchases 
of goods and services with fewer vendors to obtain 
discounts. 

Don’t hesitate to be assertive in the pursuit of 
lower prices. It can’t hurt to ask your vendors 
to offer nonprofit discounts or contribute their 
services. Do your board members have any connec-
tions they can leverage to get you better rates?

Travel, meetings and events
Many nonprofits have seen these expenses fall 
naturally as gatherings were forced into virtual 
spaces. But, as with remote work, you may have 
been surprised at how well virtual meetings and 
fundraisers have worked. In fact, some report their 
virtual events have been more lucrative than past 
in-person events. 

For example, one organization canceled its annual 
luncheon and instead simply requested dona-
tions from the usual attendees. It ended up with a 
substantially larger haul than a typical event would 
have. Other nonprofits attract high numbers to 
virtual runs or walks, where participants do the 
activity on their own and still receive the T-shirt, 
with far lower overall costs.

Bite the bullet
It’s never easy to make dramatic cuts to operational 
expenses, but experienced leaders know it’s inevi-
table over an organization’s life cycle. The key is to 
use lessons from the past, wield the scalpel strate-
gically and keep an eye on the long run. Your CPA 
has been there before and can help. l

ACCELERATE AND DEFER!

Cost-cutting is only one of the steps nonprofits must take to survive this turbulent time. Among 
other measures, they also should try to accelerate revenues and defer bill payments.

Start by looking for ways to expedite inflows. You might, for example, determine if the pledges 
you expect to collect in future years can be converted to current-year funds to support general 
operations. 

You also should reach out to long-term, reliable supporters about moving up their normally annual 
contributions. In addition to appealing to their loyalty, educate them about the temporary chari-
table deduction opportunities provided by the Coronavirus Aid, Relief and Economic Security Act.

On the other side of the equation, lenders and utility providers may offer bill deferment programs 
for organizations affected by COVID-19. Check with your CPA before finalizing any such agree-
ments to ensure you understand the implications of deferment periods, changes in interest rates 
and amended maturity dates.
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Audit prep: 6 ways  
to save time and money

midst an economic crisis, the idea of 
undergoing an external audit may not 
be appealing. But it’s a valuable tool for 

demonstrating your financial condition to stake-
holders — perhaps more important than ever in 
the shadow of COVID-19. Here are some prepa-
ratory steps you can take to make the annual audit 
process less expensive and disruptive.

1. Stay in touch
Your relationship with your auditors should go 
beyond just the annual audit. Reach out 
to them during the year if you have 
questions. For example, if you 
land a new grant or contract 
and aren’t certain how to 
properly record it, ask your 
auditors.

You may feel reluctant to 
contact them throughout 
the year, but auditors say 
they welcome such inter-
action. Moreover, they 
rarely charge nonprofit 
clients for these brief calls. 
They’d rather help you avoid 
mistakes than find them during 
the audit.

2. Reconcile regularly
Don’t wait until audit time to reconcile your 
accounts (for example, cash, receivables, pledges, 
payables, accruals and revenues). Reconcile general 
ledger account balances to supporting schedules 
(bank reconciliation, receivables and payable aging) 
monthly or at least quarterly.

Additionally, don’t overlook database information. 
Such information, provided and maintained by a 
department outside of the accounting areas (for 
example, contributions, events revenue, registration 
revenue and sponsorships), should be reconciled to 
the general ledger each month.

3. Keep all supporting documentation
This is an area where many nonprofits can fall 
short. Some have been known not to bother 
holding onto documentation for any amount under 

$5,000 — a major mistake.

Collect all supporting docu-
mentation before the audit and 
alert your auditors immediately 

about anything that’s missing. 
It might be necessary to request 

duplicate invoices from vendors 
or ask donors for copies of let-

ters describing restrictions on 
contributions.

4. Assemble the  
PBC list items

As part of their planning pro-
cess, your auditors typically com-

pile a Provided by Client (PBC) list of 
materials they expect you to produce. The 

list includes a timeline indicating when they need 
each type of material.

It’s critical that you submit everything on the list 
according to the timeline. Failing to do so could 
push back the audit itself and cause you to miss 
your board deadline for completion. Also take the 
time to perform a self-review of all information 
before you send it to ensure everything is accurate.

A
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5. Investigate major fluctuations
With a global pandemic, recession and civil unrest, 
organizations of all kinds are seeing unusual swings 
in their finances. But, in any year, you need to 
identify major fluctuations in your account bal-
ances compared to the previous year before the 
auditors arrive.

You can count on the auditors to inquire into sig-
nificant variances in revenues and expenses. Make 
sure you’re armed to promptly and clearly explain 
them. Variances from the budget may require 
explanation also.

6. Review earlier audits
Audits from previous years provide useful guidance 
as you prepare. Check all of the prior years’ audit 
entries and confirm that you didn’t make the same 
errors this year. Confirm, as well, that you posted all 
of the audit entries from the last audit. If you didn’t, 
your financial statements might be distorted.

Following these six steps will save both you and 
your auditors headaches and frustration. However, 
you’ll still need to participate in the audit itself. To 
reduce disruption to your operations and the audi-
tors’ workflow, block out time to make the appro-
priate staff available for questions and information 
gathering. l

Corporate matching programs 

Still popular after all these years

orporate matching gift programs are an 
almost surefire way to make the most of 
charitably minded companies and their 

gift-giving employees. According to Giving in 
Numbers: 2019 Edition by the Chief Executives 
for Corporate Purpose, nine out of 10 responding 
companies said they offered an employee matching 
gift program. The resulting donations accounted 
for nearly 11% of their total charitable giving.  

Most matching gift programs are usually managed 
by HR departments, which provide employees 
with matching gift forms. Employee donors send 
these completed forms, along with their donations, 
to the charity of their choice. The forms generally 
provide step-by-step instructions for securing the 
matching funds from your donor’s employer —  

including deadlines, required support documents 
and where to send them. 

Training employees
Dollar-for-dollar matching is common among 
participating corporations, but some companies 
may offer more, others less. Many companies 
match donations to any nonprofit, but some are 
more restrictive and won’t match donations to, 
for example, political or religious organizations or 
those that are potentially controversial. 

It’s important to note that, although you may 
recognize the money that matching forms repre-
sent, your staff may not. Train all employees and 
volunteers who open donor mail on procedures 
for handling matching gift forms. Otherwise, they 
may unwittingly throw away donations.

C
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Pinpointing your targets 
Aside from simply submitting the forms that your 
donors provide, you can take other simple steps to 
increase the amount of matching funds you receive. 
One often-successful approach is to draw up a list 
of employers in your area that offer matching funds. 
Typically, you can find this information in annual 
reports, on company websites or by calling compa-
nies’ HR, PR or community relations departments. 
If the company also operates a foundation, matching 
programs may run through that entity. 

Once you have a comprehensive and accurate list, 
post it on your website’s donation page, and use  
it to reach out to existing donors you know work 
for those companies. Although it can be time- 
consuming, it’s important that you keep this infor-
mation up to date.

Another strategy is to include a matching funds 
message in all of your solicitations. Letters might 
include a P.S. reminding potential donors to check 
with their HR departments to see if matching funds 
are available. Post a similar message on the dona-
tions area of your site or in your print newsletter. 

This approach is more passive than compiling a 
list of companies, but it’s also less labor-intensive. 
You simply write a matching funds appeal once, 
such as: “Does your employer offer matching funds 
on employee donations? To potentially increase 
your impact, check with your HR department and 
include the matching gift form with your donation.” 
Then repeat that pithy message at every chance.

Doing it on your own
In response to the current economic downturn, 
some companies may be trimming or eliminating 
their matching gift programs. Don’t despair — 
corporate programs represent only one opportunity 
to raise more cash for your organization. Another 
is to create your own matching funds pool. 

Approach your board and major supporters about 
providing matching donations related to a specific 
campaign goal. Countless parameters are possible. 
You may want to, for example, match all donations 
from new contributors in the month of December 
or match repeat donors who increase their dona-
tion amount by $10.  

The advantage to your organization is plain: You 
make the process of donating more attractive, 
which should, in turn, boost your intake. For their 
part, donors get to enjoy making a larger dollar 
impact than they’d have been able to manage on 
their own. Knowing it will be matched, they might 
even bump up the amount of their donation. This 
can be especially true if you have a minimum 
amount eligible for the match.

Double down
Gifts to your organization may seem more import-
ant now than ever. Doubling donations — or 
increasing them in any way — is a means for 
getting a lot of bang for your buck. l
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any nonprofits rely on contributions of 
nonfinancial assets, such as fixed assets 
(land, buildings, equipment), services, and 

materials and supplies. New rules from the Financial 
Accounting Standards Board (FASB) are intended 
to increase transparency around such donations.

The FASB is finalizing a new standard on han-
dling gifts-in-kind donations. It released a pro-
posed Accounting Standards Update (ASU), 
Not-for-Profit Entities (Topic 958): Presentation and 
Disclosures by Not-for-Profit Entities for Contributed 
Nonfinancial Assets, in early 2020 and in June voted 
to move ahead on final rules. 

Genesis of the standard
The FASB is responding to concerns about non-
profits using U.S. wholesale market prices to deter-
mine the value of donated pharmaceuticals that can’t 
legally be sold in the United States. A donor, for 
example, might contribute such drugs for use only 
outside the country. Specifically, stakeholders worry 
that the values will be inflated, which could increase 
an organization’s revenue and program expenses. 
The organization would therefore appear larger and 
more efficient than a smaller organization or one 
with lower values for its gifts-in-kind donations.

Some key provisions
FASB staff is drafting a final version for vote. 
Among other things, it will make an important 
clarification: The amount of gifts-in-kind dona-
tions should be reported by type of asset (for exam-
ple, building, food or pharmaceuticals), rather than 
reported in aggregate.

It also will require nonprofits to:

l  Report gifts-in-kind donations as a separate 
line item in the statement of activities,

l  Disclose their policies (if any) for monetiz-
ing such donations (such as by selling them), 
rather than actually using the donations in their 
operations,

l  Disclose any donor restrictions, and

l  Provide a description of the valuation tech-
niques and data used to calculate a donation’s 
value.

Nonprofits also must disclose the principal market 
or most advantageous market used to calculate the 
value. This disclosure is necessary if it’s a market 
in which donor restrictions prohibit the nonprofit 
from selling or using the donation. The princi-
pal market has the highest volume of activity for 
the donated asset. The most advantageous market 
generally maximizes the amount that would be 
received if the donation were sold. Contrary to a 
provision in the proposed ASU, the FASB decided 
not to require nonprofits to disclose their intent for 
future use of gifts-in-kind donations. 

Effective dates
The new accounting standard will take effect for 
nonprofits for annual reporting periods starting 
after June 15, 2021, and interim periods within 
fiscal years starting after June 15, 2022. Nonprofits 
may adopt it early. Your CPA can help you decide 
the optimal time to start applying the rules. l
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