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hat does it take to grow a nonprofit  
from a concept to a $2 million-plus  
revenue organization? A November  

2016 study attempted to answer this question by  
surveying 200 social entrepreneurs funded by 
impact investing portfolios such as the Skoll 
Foundation and Silicon Valley Social Venture 
Fund. Even if your organization’s growth goals  
are relatively modest — at least for now —  
the study’s findings can help you operate  
efficiently and effectively today so you have  
a solid foundation on which to build.  

Common causes
The survey, Scaling the Social Startup, identified 
three traits that drive early-stage success:

1. Strong teamwork. The stereotype of the  
successful charity driven by an obsessive “lone 
visionary” is a myth, according to the authors. 
Instead, most successful nonprofits are run by 
teams of competent, experienced managers. Such 
teamwork enables the organization’s executive 
director to focus on high-profile fundraising or 

strategic planning, instead of getting bogged down 
by day-to-day operations. Also important is having 
an active and engaged board of directors.

2. Impact-oriented performance measures. In 
the past decade, “impact” has emerged as the key 
consideration for nonprofits concerned about their 
efficacy — and the public’s perception of it. So it 
should come as no surprise that a majority of the 
study’s subjects use outcomes to evaluate programs 
and initiatives. Those that track outcomes from 
inception reach a $2 million revenue budget faster 
than those that don’t, possibly because tracking 
promotes continual improvement and donors look 
more favorably on data-driven decisions.

3. Access to capital. Organizations need to build a 
broad donor base so that they have adequate public 
support and, therefore, qualify as a public charity. 
But a single large grant is usually the catalyst for 
substantial growth, particularly for organizations 
that want to breach the $2 million revenue mark.

Ideas into action
Of these three traits, the first should be relatively 
achievable for most nonprofits. Even if you don’t 
have the funds to hire a high-powered manage-
ment team right away, make sure you’ve enlisted 
at least a few experienced and dedicated volunteers 
you trust to execute the many daily tasks involved 
in getting a charity off the ground. 

In the absence of a large paid staff, your board of 
directors will be instrumental in helping you steer 
the nascent organization in the right direction. So 
make sure you’ve recruited board members who are 
passionate about your mission but who also bring 
something practical to the table, such as fundrais-
ing experience or financial and legal expertise.
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Impact-oriented performance measures are also 
easy for most nonprofits to adopt. In fact, it’s  
often simpler to make outcome-driven decisions 
from the start rather than try to retrofit another 
evaluation system that’s already entrenched. 
Outcomes measure how your organization’s  
activities have improved the lives of your clients  
or altered the nature of the problems you’re  
targeting — generally as evidenced by data. 
Although the nature and objectives of your  
programs can help you identify useful metrics, 
consider getting professional advice to ensure 
you’re using the most meaningful measures.

Endemic challenge
Unlike the first two traits, gaining access to capital 
is an ongoing challenge for most nonprofits — 
from start-ups to century-old institutions. But, as 
the Social Startup study found, a large grant can 

mean the difference between struggling to find 
your feet and shooting out of the starting gate. 

Most new organizations have trouble gaining the 
attention of philanthropic foundations and other 
deep-pocketed funders, so an experienced fund-
raiser can be an invaluable investment. Look for 
someone with contacts at traditional grantmaking 
institutions, new social entrepreneur funds and 
government agencies. Also, your fundraising expert 
must have a record of writing attention-grabbing 
grant proposals that are actually accepted.

Highly scalable
Whatever growth cycle stage your nonprofit is  
in, it can probably benefit from adopting the  
traits of highly scalable organizations. For help 
implementing these ideas and suggestions for 
other best practices, talk to your CPA. l

hether it’s in the business, government 
or nonprofit sector, ethics seem to be on 
everyone’s minds these days. To ensure 

your supporters and community understand your 
organization’s values and the policies that uphold 
them, a formal code of ethics is essential. 

Rules of conduct
You probably already have a mission statement 
that explains your values and goals. So why  
would you also need a code of ethics? Think of it 
as a statement about how you practice ideals. A 
code of ethics not only guides your organization’s 
day-to-day operations but also your employees’ 
and board members’ conduct. 

How ethical is your organization?
Be sure to document it
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The first step in creating a code of ethics is  
determining your values. Start by reviewing your 
strategic plan and mission statement to identify 
the ideals specific to your organization. Next, look 
at peer nonprofits to see which values you share 
with them, such as: 

l Fairness and justice, 

l Commitment to the community, 

l Public accountability, and 

l Adherence to the law. 

Also consider ethical and successful behaviors 
in your industry. For example, if your staff must 
be licensed, you may want to incorporate those 
requirements into your written code. 

You may also want to include practical standards 
that address current issues or behaviors common 
to your workplace, such as cooperativeness  
and promptness. Although these principles  
aren’t ethical in nature, they’re relevant to your 
nonprofit’s image.

Formalizing policies
Now you’re ready to document your expectations 
and the related policies for your staff and board 
members. Most nonprofits should address such 
general areas as mission, governance, legal  
compliance and conflicts of interest (such as  
paying board members for their services).

But depending on the type and size of your orga-
nization, also consider addressing the responsible 
stewardship of funds; openness and disclosure; 
inclusiveness and diversity; program evaluation; 
and professional integrity (including in fundraising 
and grantwriting). For each topic, discuss how your 
nonprofit will abide by the law, be accountable  
to the public and responsibly handle resources.  
When the code of ethics is final, your board  
needs to formally approve it.

RESOURCES FOR ETHICAL FUNDRAISING

Ethics should play a role in every area of 
your nonprofit, but proper conduct is partic-
ularly critical when conducting fundraising 
activities. Several organizations provide 
ethical fundraising guidance:

The Association of Fundraising Professionals. 
The group’s Code of Ethics covers such 
issues as transparency, stewardship, and 
confidentiality. Its 10-point Donor Bill of 
Rights helps fundraisers understand their 
responsibilities to financial supporters. For 
details, go to afpnet.org and search for 
“code of ethics” and “donor bill of rights.”

National Association of Charitable Gift 
Planners. This network offers standards  
for professionals engaged in fundraising  
for planned or legacy gifts. See  
charitablegiftplanners.org/about. 

The IRS. In its Publication 1771, Charitable 
Contributions: Substantiation and Disclosure 
Requirements, the IRS explains recordkeep-
ing and substantiation rules for donors and 
disclosure rules for nonprofits. Visit irs.gov 
and search for “publication 1771.”

The National Council of Nonprofits. This 
nonprofit network offers advice on how 
to acknowledge contributions, including 
what’s required by law and effective “thank 
you” practices. See councilofnonprofits.org 
and search for “gift acknowledgments.”

Finally, talk with your CPA if you have specific  
questions about ethical fundraising or need 
help writing ethical guidelines for your 
organization.
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our special event’s attendees are critical  
to its success. But for any successful 
fundraiser, individual participants and 

donors are only half the equation. Corporate 
sponsors are the other half, whether they’re local 
businesses, Fortune 500 companies or in-kind  
service providers. Here are five tips for finding — 
and keeping — these valuable supporters.

1. Don’t put the cart before the horse 
Before approaching potential sponsors, make  
sure you know what shape your event will take  
(10k run, dinner/dance, used book sale) and nail 
down as many details as you can, such as the 
approximate number of attendees and demographic  
information. This will enable you to target appro-
priate sponsors and allow sponsors to fairly evaluate 
the opportunity. 

For example, if you’re hosting a women’s fashion 
show, your best prospects are likely to be clothing 
retailers and manufacturers, as well as businesses 
that cater to fashion-conscious women, such as 
cosmetics companies and beauty salons. Such 
sponsors will probably be less enthusiastic about 
sponsoring your event if it later morphs into a 
battle of the bands or a baseball tournament. So  
be sure to stick with your plan once you make it.

2. Pursue every opportunity
Although it makes sense to appeal to  
potential sponsors whose business relates to  
your organization’s mission or the event’s  
theme, don’t focus too narrowly. Revisit past  
sponsors, ask board members to work their  
professional contacts, have employees and  
volunteers check with the businesses they  

Find corporate sponsors  
for your special event
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Communicate and train
Next, it’s time to communicate and implement 
the code. Training employees and board members 
can be particularly helpful, because every nonprofit 
faces issues that may result in illegal or unethical 
behavior. With a thorough understanding of the 
code, your staff and board members will find it 
easier to make the right decisions.

Be sure to present examples of situations  
that they will encounter. For example, what  
should an employee do if a board member  
exerts pressure to use his or her company as  
a vendor? You can integrate your ideals in your 
policies and procedures by addressing real-life  
scenarios and how your organization handled 
them. And if your nonprofit doesn’t already  

have one, put in place a mechanism, such as a 
confidential tipline, that staff, board members 
and others can use to raise ethical concerns. If 
multiple complaints suggest that your nonprofit 
has some serious ethical issues, create an open 
forum for stakeholders to discuss them without 
repercussions.

Review and revise
Your nonprofit should review and revise its code 
of ethics once a year. Ask board members and 
employees how they think policies are working, 
and then brainstorm ideas for improving policies 
that aren’t. Also ensure that your nonprofit con-
tinues to follow the law and act ethically by asking 
staff and board members to read and sign the  
code every time it’s revised. l
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patronize — even consider making cold calls.  
Just keep in mind that most companies  
receive dozens or even hundreds of requests,  
so your proposal should succinctly explain  
what your nonprofit does and how your event  
can benefit sponsors.

3. Offer value and options
Sponsors enjoy supporting a good cause.  
But they’re also looking for exposure to new  
customers and want to know they’re getting  
a bang for what are, essentially, marketing  
bucks. Provide a menu of options for sponsors  
of all sizes and pocketbooks, starting with a  
small ad in the event program, moving up  
to inclusion in your event’s name and all its  
publicity materials. 

When setting prices, consider your fundraising 
goals and what other charities in your community 
charge for similar sponsorships. Also, be flexible. 
You may need to toss in “sweeteners,” such as  
a speaking opportunity or free entrance to  
your gala for a certain number of the business’s 
employees. Some sponsors will offer to donate 
gifts in kind instead of money. For example, a 
bakery may be interested in providing dessert 
in exchange for prominent notice on the event’s 
dinner menu.

4. Show gratitude
If you hope to retain sponsors’ support for future 
events, you must thank them — repeatedly.  

This starts with a thank-you letter after they’ve 
agreed to become a sponsor, acknowledging 
their level of support and reiterating the benefits 
of sponsorship. Also list and thank sponsors in 
your event program and verbally recognize major 
corporate supporters at the event, including during 
opening and closing remarks.

Send another note after the fundraiser. Although 
its primary purpose is to express thanks, take the 
opportunity to build on a budding relationship. 
You might suggest, for example, organizing  
a volunteer day with the sponsor’s employees  
or asking a business owner to consider serving  
on your board. 

5. Watch out for UBIT
Corporate sponsorships can be considered  
paid advertising, which means that your  
organization could become liable for unrelated  
business income tax (UBIT). The Internal 
Revenue Code includes an exception from UBIT 
for certain sponsorship arrangements, but the 
rules are complex. So to be safe, don’t provide any 
sponsor with a substantial benefit in return for its 
sponsorship. For more help understanding the 
rules, talk to your CPA. l

Most companies receive  
dozens or even hundreds of 
requests, so your proposal 
should succinctly explain how 
your event can benefit sponsors.
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ew of us enjoy taking tests, and  
unfortunately that’s what independent 
audits sometimes feel like. Even if you 

have no reason to be anxious about what your 
nonprofit’s auditor will find, preparing for and 
accommodating an audit can be stressful for you 
and your staff. But if you understand what the 
process entails and ensure that the right records 
are available, you’re more likely to be comfortable 
with the audit — and its results.

What it is
CPAs conduct audits to verify the information con-
tained in nonprofits’ financial statements. After per-
forming his or her examination, an auditor will issue  
a report — generally to your board of directors —  
as to whether your organization’s statements present 
a fair picture of its finances or if deficiencies exist or 
limitations were placed on testing. 

Because external auditors are required to be  
“independent,” they generally don’t perform account-
ing duties, such as completing book entries, during 
the audit engagement. Instead, the focus is on risk 
assessment and internal control policies and the  
auditor will likely test transactions and balances.

How you can prepare
Your auditor will provide you with a list of 
required records when the audit is scheduled. But 
it’s not a bad idea to get a head start, particularly 
if you need to supply an analysis of balance sheet 
items and revenue and expense accounts. 

Items on your auditor’s list may include your non-
profit’s current operating budget; interim financial 
statements; bank statements and reconciliations, 
records of deposits, and issued checks; annual invest-
ment account statements; payroll records; accounts 
receivable and payable documentation; board  
meeting minutes; and Form 990 information. 

Some organizations may need to produce material 
related to:

l Loans and mortgages, 

l Leases and other legal contracts,

l  Grants and contributions, including restrictions 
on their use, and

l Financial or accounting policies and procedures.

Also ensure that you have a policies and proce-
dures manual, because your auditor will want to 
see that you follow well-established processes. If 
you don’t already have one, talk to your CPA.

Why you should ask questions
In general, audits are less stressful if you keep  
good accounting records. Specifically, make sure 
that subsidiary ledgers are reconciled and ending 
balances have been reviewed before field work 
begins. And be sure to use the standard preaudit 
meeting with your auditor to ask questions.  
The more time spent resolving issues before the 
audit, the fewer issues your auditor will need to 
address during it. l

Facilitating a smooth independent audit
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