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Housekeeping
CPE Credit/Technical Support

« Important: Three (3) CPE words will be provided during the presentation. Please write them down

— we will not provide them again via GoToWebinar or email (no exceptions).

» Please complete the electronic survey that will appear automatically at the end of the webinar.

» Attendees seeking CPE for this presentation must complete the survey and enter all three CPE

words. You cannot claim CPE unless we receive a completed evaluation with the correct words.

 This presentation will be recorded and made available to download at www.grfcpa.com/webinars.

« Technical questions about the survey can be addressed to Dominic Acosta at dacosta@grfcpa.com.
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Housekeeping
Webinar Objectives

Learning Objective
To understand earned revenue and how diversified revenue streams are
essential for nonprofit organizations

Instructional Delivery Methods
Group Internet-based

Recommended CPE Recommended Fields of Study
1.0 CPE Credit Specialized Knowledge
Prerequisites Advance Preparation
None required None
Program Level Course Registration Requirements
Basic None
Refund Policy Cancellation Policy

In the event that the presentation is cancelled or rescheduled, participants will

N . ired t ticipate in thi jon. . . . .
@Yjces nequired to participate in this session be contacted immediately with details.

Complaint Resolution Policy
Gelman, Rosenberg & Freedman CPAs is committed to our seminar participants’ 100% satisfaction and will make every reasonable effort to resolve complaints as
quickly as possible. Please contact kdavis@grfcpa.com with any concerns.

Disclaimer
This webinar is not intended as, and should not be taken as, financial, tax, accounting, legal, consulting or any other type of advice. Readers and users of this
webinar information are advised not to act upon this information without seeking the service of a professional accountant.
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Our Team

Meet Your Instructors

Trevor W. Williams, CPA Sara Gibson
Nonprofit Audit Partner Co-Founder & CEO
Gelman, Rosenberg & Freedman CPAs 20 Degrees
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Goals for Today

* Understand the market dynamics that create the need for new forms of revenue

o Fundraising landscape

o Alternative revenue

- Explore the foundations of alternative revenue

o Upfront assumptions and considerations

*  Where to begin
o Questions for nonprofit staff and board leaders
o Nuts and bolts of beginning

o Resources
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The Traditional Fundraising Playbook Isn’t
Working for Small and Mid-Size Nonprofits

Organizations under $1m saw a 2.3% drop in donations

While large organizations ($10mm+) saw a 2.3% increase in donations

Market Watch, April 22, 2019
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Donor Pool is Shifting

* Median income donors have been decreasing for several years
« Growth in giving in 2018 largely occurred at the mega-giving level ($1m-+)

* Donor advised funds had a banner year in 2018 due to bunching, may not repeat in 2019

Market Watch, April 22, 2019
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Talent Trends

This 1s a tough, tight market for employers

* 12 months is the median number of months organizations under $1m experience a vacancy in the director of

development position

- Development directors are leaving the field in droves. 50% of those surveyed expected to leave their
position in the next two years, with rates even higher for smaller organizations. 40% don’t expect to remain

in development--putting further pressure on talent.

* More than half (53%) of executive directors reported that their most recent development director hiring process

attracted an insufficient number of candidates with the right mix of skills and experience.

Under Developed: A National Study of Challenges Facing Nonprofit Fundraising, 2013
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Alternative Revenue is Key to Growth

Non-philanthropic Income: Secret for Breaking the $S2M Barrier
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Nonprofit Organization Annual Revenue Startup Success, 2018¢c
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Exposing Your Mission to the Market

Upsides

 Feedback Loop
« Power dynamics with funders

* A chance to identify strengths
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Poll Question #1

What is your organization’s top funding source?
A) Individual donations

B) Foundation and/or Government Grants
C) Sponsorships

D) Membership fees

E) Selling goods and services



Alternative Revenue Basics

* Projects/Organizations must generate:

1.  Positive Social or Environmental Effects

2. Financial Gain

- Range of investment classes and risk profiles

Below Market Rate Market Rate

. Subordinate . -~ Fixed Public \\ Private
Equity Loans Senior Loans Cash Guarantees Income EQUitY EC]UitY

High Risk Low Risk = High Risk

Adapted from Global Impact Investing Network (GIIN) https://thegiin.org/impact-investing/need-to-know/
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Earned Revenue

A few business models
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Mission-Related
Products

Fee for Service

Harnessing IP

Monetizing Fixed

Assets

<

Program Goods
Events and Convenings

B2B or B2G Contracts
Membership Programs

Consulting/Technical
Assistance
Licensing

Space Rental
Equipment rental
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Nonprofit Earned Revenue

A mission-aligned* product or service that generates income

« Advantages:

o Unrestricted income

o Market feedback on mission

(@)

Talent magnet

o Attracts new capital

 Disadvantages:

* Time consuming

» Upfront investment required
 Increased personnel costs

* Risk of failure real

*Product/service must be mission-aligned or else the activity could be subject to Unrelated Business Income Tax.
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Poll Question #2

A) 0% -10%

B) 11% - 20%
C) 21% - 30%
D) 31% - 40%
E) Over 40%

What percent of your funding is from one source?



Opportunity Zones

What 1s it?

Tax incentive created by 2017 Tax Cuts and Jobs Act that drives private dollars from unrealized capital gains into

long-term investments (real estate/biz) in designated Opportunity Zones.

Advantages Disadvantages
o Lots of buzz - early movers will likely receive lots of PR and maybe o Must be an equity investment and requires an ‘exit strategy’
funding o Limited geographies
o Potential to bring many new investors/actors to communities o Time-sensitive - most investors will be deploying $ in 2019

o Anyone can participate with no ceiling or floor on deal size

For you if:
o You are in an OZ or considering a move in near future
o You think you can generate project returns of 7-13%

o Can consider a spin-off LLC
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Where to Begin...

“It’s always best to start at the beginning.”
--Glinda the Good Witch



STEP 1

Beginning Checklist for Leaders

1. Board. Does my Board support this effort and feel informed?

2. Commitment. Do I have time to think about earned revenue and am I energized by it?
3. Resources. Do I have some real money and at least one staff member to start?
4. Culture. Is my organizational culture ready for earned revenue and new ideas?
5. Risk Tolerance. Do I have the ability to deal with another risk and potential failure?
GELMAN, ROSENBERG )
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Practical Considerations:

Cover Your Bases
Tax, Accounting, HR, Legal



Poll Question #3

What do you think will be your organization’s greatest hurdle implementing an alternative

revenue stream?
A) Board

B) Commitment
C) Resources

D) Culture

E) Risk Tolerance



A Process to Find Your Piano

Complete a Lean Canvas

Lean Canvas is adapted from The Business Model

LEAN CANVAS it Created By: oate
Canvas (BusinessModelGeneration.com) and is i 8 N e (S e *
licensed under the Creative Commons

Attribution-Share Alike 3.0 Un-ported License
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A Process to Move Forward

GELMAN, ROSENBERG

Begin socializing
concept with
current and
potential donors:
Leverage interest

Form a to pilot your MVP!
Working
Group: Work through
Don'’t do this Steps 1-3:

alone! Complete a Lean
Canvas and get
market feedback
(focus
groups/surveys).
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Advice

Dos and Don'’ts

Do

« Do seek out partnerships

* Do get the best talent you can afford

« Do find a way to make the new venture a full part of your mission
Don’t

*  Don’t underplan

* Don’t underinvest in the start of the earned revenue venture

*  Don’t underestimate the time to profitability - focus on traction
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For Further Reading

Dos and Don'’ts

1. Lean Impact, Ann Mei Chang, October 2018
2. Pros and Cons: Earned Income, Society for Nonprofits

3. “Migrating from Innovation to Entrepreneurship: How Nonprofits are moving toward sustainability and self-

sufficiency” by Jerr Boschee, The Institute for Social Entrepreneurs.
4. An Introduction to Lean Canvas: Medium by Steve Mullen.
5. Business Model Generation, Osterwalder & Pigneur, 2010

6. SBA.gov--Online business plan creation tool
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Questions
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June 19, 2019 | 11:00 am -12:00 pm | 1.0 CPE Credit

Harnessing the Power of Excel:
Tips and Tricks for Financial Professionals

\

Visit: www.grfcpa.com/resources/events. Follow us @ GRFCPAs on: Twitter | Facebook | LinkedIn | Instagram
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Disclaimer

This webinar is not intended as, and should not be taken as, financial, tax, accounting, legal, consulting or any other type of
advice. While we use reasonable efforts to furnish accurate and up-to-date information, we do not warrant that any
information contained in or made available in this webinar is accurate, complete, reliable, current or error-free. We assume no
liability or responsibility for any errors or omissions in the content of this webinar.

The use of the information provided in this webinar does not establish any contractual or other form of client engagement
between Gelman, Rosenberg & Freedman P.C., 20 Degrees and the reader or user. Any U.S. federal tax advice contained in this
webinar is not intended to be used for the purpose of avoiding penalties under U.S. federal tax law. Readers and users of this

webinar information are advised not to act upon this information without seeking the service of a professional accountant.



