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Imagine this: A family member is afflicted with a
strange new disease that no one is studying. You
want to take action immediately to support a
group of scientists willing to research it. But you
don’t have time to form your own nonprofit and
build the infrastructure to run it.

You do, however, have people willing to donate to
your cause. What can you do? Finding a fiscal sponsor
could be the answer. A nonprofit with 501(c)(3) status
can act as a fiscal sponsor for a group that hasn’t
obtained its own 501(c)(3) status but has a charitable
project to pursue. And for many nonprofits, serving as
a fiscal sponsor can be beneficial.

AGENT VS. SPONSOR

Some relationships that portray themselves as fiscal
sponsorships are merely fiscal agencies. In a fiscal
sponsorship, the 501(c)(3) sponsor is responsible for
the funds and is legally responsible for the project.
The sponsor acts as a “guardian” for the donations
and grants the project receives. Donations are
made to the fiscal sponsor, qualifying the donors
for a charitable deduction. The employees working
on the project are employed by the sponsor, not
the project. The project must be consistent with
the sponsor’s mission, and the sponsor controls
the project.

In a fiscal agency arrangement, the 501(c)(3) organi-
zation is merely the project’s conduit. The conduit
accepts the donations and transmits them to the
intended recipients. The IRS considers the dona-
tions to be made from the donors directly to the
intended recipients.

The danger with a fiscal agency structure is that, if
the recipient isn’t a charity, the donations won’t
qualify for a charitable deduction. For example, if a
family’s house is destroyed by fire, and an individual
uses a church as the fiscal agent to donate money
to the family, the donation isn’t deductible because
the family isn’t a charity.

BENEFITS FOR SPONSOREES

Obtaining a fiscal sponsorship can be advantageous
for projects that are too small to have staff or much
infrastructure for pilot projects where longevity
is in question. Groups waiting to secure 501(c)(3)
status, but that want to operate now, also are
good candidates.

A fiscal sponsorship relationship can provide much-
needed infrastructure and fiscal management to a
project. By making it possible to receive charitable
donations, the sponsorship can make more funds
available. Associating with an established charity
also can enhance the project’s credibility. And
employees involved in the project can enjoy the
availability of better benefits because they are
employed by the more established charity.

BENEFITS FOR SPONSORS

The fiscal sponsor can gain from the relationship as
well. The project can provide more exposure to that
organization, possibly resulting in new funders for
established programs.

Often the sponsor will charge a nominal fee for the
sponsorship to offset some of its overhead costs. The
project under sponsorship could give the sponsor a
more competitive edge by providing a service that
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other similar agencies aren’t providing. For
example, your nonprofit may provide med-
ical services to the underprivileged, but no
organization in town offers dental services to
the same group. You are approached by a
group that doesn’t have 501(c)(3) status, but
wants to start offering dental services to the
indigent. Becoming its fiscal sponsor can
broaden your reach and increase your profile
in attracting donations.

This example also points out an additional
benefit — by becoming a fiscal sponsor, your
organization can enhance its own program
offerings with minimal monetary outlay.

Both parties must understand the key
responsibilities in the relationship. First
and foremost, the fiscal sponsor is ultimately
responsible because the project and the
sponsor are legally one entity. This arrange-
ment requires proper oversight by the
sponsor. See the sidebar, “Forming the rela-
tionship,” at right for specific factors to consider.

Just as important as these start-up considerations is
the plan for terminating the relationship. This would
include defining the project’s life, if desired, and
determining how the project’s assets and activities
will be severed from the sponsor.

A FAVORABLE UNION

Fiscal sponsorship can be a win-win situation for
both parties involved, but the devil is in the details.
The relationship must be thoughtfully designed
with mutual understanding and agreement on the
key factors. �

Fair game
New accounting standard may affect your financial statement

If you thought the new accounting standard that
requires organizations to measure assets at fair
value doesn’t apply to your nonprofit, think again.
It’s likely your organization will need to use it
starting with your next financial statement.

DOES IT APPLY TO YOU?

FASB Statement No. 157, Fair Value Measurements
(SFAS No. 157), defines fair value, provides for tools
to measure it and expands footnote disclosures
required under Generally Accepted Accounting

Principles (GAAP) in financial statements. It applies to
fiscal years starting after Nov. 15, 2007, and interim
periods within those fiscal years, if your nonprofit has
any of the following:

� Noncash contributions,

� Financial assets held as an agent, such as
cash or investments held by your organization
when you agree to distribute those assets to a
specified beneficiary,

� Beneficial interests in trusts,

Forming the relationship
The terms of the fiscal sponsorship relationship should be
mutually agreed upon before the relationship begins.
Some factors to consider:

� When will the relationship begin?

� How and when will the relationship be evaluated?

� Who is authorized to make decisions?

� How will disbursements be handled?

� Who will handle any reporting requirements, such as an
audit and reporting to funders?

� What fee will the sponsor charge? (Up to 10% is typical.)

� What are the major business decisions that need to be
made, such as staffing and insurance?
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� The contribution portion of split-interest
agreements,

� Certain investments, such as the fair value of
restricted stock acquired without a readily
available quoted market price,

� Derivative instruments, such as interest
rate swaps,

� Accounts receivable and other financial
instruments, or

� Long-lived assets.

The pronouncement is delayed until fiscal years
beginning after Nov. 15, 2008, for fair value meas-
urement of most nonfinancial assets and liabilities,
such as assets measured at fair value in a business
combination whose fair values are not remeasured
in subsequent periods.

HOW IS “FAIR VALUE” DEFINED?

Fair value is the price that market participants would
settle on to transfer an asset or liability on a particu-
lar measurement date. SFAS No. 157 dictates that
fair value measurement take into account the asset’s
value “in-use” (if the asset is used in conjunction with
other assets) or “in-exchange” (if the asset is used
on a standalone basis). In addition, the fair value
measurement of a liability should reflect the risk that
the obligation won’t be fulfilled — for example, that
an entity will default on payment.

HOW CAN YOU VALUE
ASSETS AT FAIR VALUE?

More than likely, your organization has been using
valuation techniques to value assets and liabilities. If
you’ve entered into a charitable gift annuity agree-
ment, the present value of the liability to the donor
is calculated using a discount rate at each year end.
This is an example of the income approach, as
defined in SFAS No. 157. The income approach is a
valuation technique that takes into account current
market expectations about those future amounts.

Two other techniques are the market approach and
the cost approach. The market approach uses prices
in market transactions for comparable assets or
liabilities. This approach is similar to the way that
a real estate agent compares recently sold and
currently listed homes to find a market price.

The cost approach is based on the asset’s current
replacement cost. Think of the amount for which
your engagement ring, home or car is insured. The
amount that you’d receive if anything should happen
to one of those assets is its current replacement
cost. It takes into account wear and tear and, partic-
ularly in the case of a home, the money that you’ve
put into it.

Of course, the appropriate valuation technique
must be used. Your organization most likely uses
the income approach on a continuing basis to
value certain assets or liabilities due to its wide-
spread use in the accounting community. The
present value of the asset or liability is calculated
using an applicable discount rate (often the risk-free
rate or an applicable Treasury bill rate). Whatever
the case may be, the American Institute of Certified
Public Accountants’ Audit and Accounting Guide
for Not-for-profit Organizations notes that “a fair
value measurement is the point within that range
that is most representative of fair value in the
circumstances.”

HOW CAN YOU PREPARE
FOR THE CHANGE?

SFAS No. 157 expands the required disclosures for
assets and liabilities measured at fair value. As your
year end audit approaches, it’s time to get ready to
use the new measurement. If you haven’t already,
you should meet with your accountants to discuss
the effect of this standard on your audited financial
statements. Finally, prepare your users, such as your
board of directors, for the change. �
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Do you feel your nonprofit needs to compete in
this technology-driven environment but there’s
one hitch: You just can’t afford it? Don’t be
discouraged: Good software can be obtained
without spending much money — and in some
cases without spending any at all.

Here are some affordable software options for
creating and delivering documents in original and
PDF formats, backing up and restoring these files,
and keeping them secure from outside threats.
(See “A sampling of free and low-cost software”
on page 6 for Web sites and prices.)

FILE CREATION

Microsoft Office is a leader in software for creating
word processing, spreadsheet and presentation
documents. But licensing costs can be prohibitive for
a nonprofit; a single license for Office Professional
2007 costs $500. Fortunately, Open Office (OO) is
a good alternative that is completely free.

OO can be installed on as many PCs as needed, at
work or at home, with no licensing restrictions. The
OO download contains word processing, spread-
sheet creation, slideshow presentation and even
database creation applications. Even better, the
application interfaces are familiar to anyone who’s
used other office software. And yes, files created
with OO can be opened, modified and shared with
those using other office applications, including
Microsoft Office.

PDF CREATION AND MANIPULATION

Adobe Acrobat, another industry leader, converts
original files into PDF (portable document format)
files, compressed file formats that can be viewed
by almost everyone regardless of what software or
operating system they own. The cost for even the
standard version of Adobe Acrobat can be steep at
$299 for a single license; however, there are several
alternatives that nonprofits with thin wallets can use.

PrimoPDF is a free program that allows you to con-
vert any original file to a PDF document that can be
opened by any PDF application. But it doesn’t allow
for any PDF manipulation, such as applying security
or adding or rearranging pages.

For that type of work, Nitro PDF Express is a
relatively low-cost option. Not only can this soft-
ware create and manipulate PDF files, but it also
can add security to them. And it’s fully compatible
with other PDF applications.

FILE BACKUPS AND RESTORES

Because of a possible computer crash, overwritten or
lost files, or any number of other possibilities, being
able to back up and restore files is a must. With any
organization that frequently operates without consis-
tent IT support, it’s important for backups and
restores to be easy, reliable and nearly foolproof.

Luckily, there are many options. Of course, files
can be backed up to external hard drives, tapes or
DVDs. But that calls for buying extra equipment
and supplies, having secure offsite storage and still
retaining the various files for the legally required
amounts of time. To avoid buying extra components
and using more staff time, online backup and restore
is often the way to go.

One such choice is Symantec’s Online Backup.
This service gives you options on how much data
to back up (in terms of file size) and how long
it should be kept to meet governmental legal
requirements (such as for one year or seven years).
Backups can be scheduled to run anytime, and the
data is transmitted and stored with SSL and 256-bit
AES encryption so that it won’t be compromised if
sent across the Web. Backups and restores can be
managed from any Internet connection, and the PC
requirements to manage these features are basic.
Pricing depends on the total space required and
the length of retention. And a free 30-day/10 GB
trial is available.

Free or low-cost software
offers tech alternatives
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DATA PROTECTION/SECURITY

The important thing to remember about security
is that it’s not a question of whether or not you’re
secure. It’s a question of whether you’re more
secure or less secure. So, you shouldn’t rely on a
single option. Instead, implement a combination
of security methods.

A starting point could be ZoneAlarm Internet
Security Suite 2009, which combines antivirus and
antispam protection with identity theft protection
and firewall security. It’s easy to install and uninstall,
is light on system resources while running, and plays
nicely with other security applications.

While mainly just antispyware and antivirus, Sunbelt
CounterSpy is an excellent choice for organizations.

It’s very accurate in terms of spyware detection and
removal, it’s easy to use and — most important —
it’s low cost. Meanwhile, Windows Defender is a free
antispyware program for use on the Windows oper-
ating system. Defender is low impact, scans quickly,
and offers a limited number of free support calls.

SAVING MONEY RESOURCEFULLY

These are just a few examples of how you can
minimize technology costs by using software that
might not be the name brand, but that will still do
an excellent job with the tasks at hand. So before
buying an expensive software package — just
because everyone else is doing it — research
free or inexpensive alternatives to see if you can
save money. �

A sampling of free and low-cost software
Here’s Web site and cost information for the software discussed in the article, as well as for some
additional alternatives.

PRODUCT WEB SITE COST
File creation

Open Office openoffice.org Free

Google Docs http://www.google.com/google-d-s/b1.html Free

Star Office http://www.sun.com/software/staroffice/index.jsp $70

PDF creation and manipulation

Primo PDF primopdf.com Free

PDF Online pdfonline.com Free

Nitro PDF Express http://www.nitropdf.com/express/overview.htm $49

Nitro PDF
Professional http://www.nitropdf.com/professional/overview.htm $99

File backups and restores

Symantec’s
Online Backup http://www.symantec.com/business/online-backup Varies

Iron Mountain http://www.ironmountain.com/digital Call for pricing

Norton Ghost 14.0 http://www.symantec.com/norton/ghost $70

Data protection/security

ZoneAlarm Internet
Security Suite 2009 http://www.zonealarm.com/store/content/home.jsp $50

Sunbelt
CounterSpy http://www.sunbeltsoftware.com/Home-Home-Office/Anti-Spyware $20

Windows Defender http://www.microsoft.com/windows/products/winfamily/defender/default.mspx Free

Kaspersky
Anti-Virus 2009 http://usa.kaspersky.com/store $60

Norton 360 2.0 http://www.symantec.com/norton360 $80



NEW FORM 990: ARE YOU PREPARED?

Starting with your next federal income tax returns,
you’ll need to take a more active role in preparing
Form 990, even if your accountant handles it. You’ll
be gathering an abundance of information and will
need to:

� Prepare descriptions and explanations in
critical areas of the form. Expect this step to
be time-consuming.

� Make sure your board is familiar with the
form. It thrusts more responsibilities upon them,
including governance-making decisions.

� Review Part VI of the core form, which asks
governance and policy questions. Decide
if your organization will adopt any of these
policies, and which ones.

� Determine from Part IV which additional
schedules you’ll be required to submit outside
of the core form. Note that significant emphasis
is placed on compensation issues, with a major
increase in informational disclosures — at a
minimum, for your top management official
and top financial official.

� Understand what information is required
on the statement of revenue, statement of
functional expense and the balance sheet.
You may need to make changes to your
general ledger.

Not all organizations are required to file the new
Form 990 the first year. For 2008, nonprofits with
gross receipts under $1 million and assets under
$2.5 million can file the Form 990-EZ. For 2009,
these amounts decrease to gross receipts under
$500,000 and assets under $1.25 million. For 2010
and after, only organizations with gross receipts
under $200,000 and assets under $500,000 may file
990-EZ. That doesn’t mean you’re off the hook if
you come under these thresholds, though. Even
Form 990-EZ filers must file new Schedules A, B, C,
E, G and L if they meet the requirements outlined in
the instructions for those forms.

Contact your accountant to learn how you can be
ready to file an accurate form. �

MODEL ACT AFFECTS ENDOWMENT FUNDS

The way you
manage and
disclose certain
endowment
funds is likely
to change due
to a legislative
model gaining
nationwide
momentum.

The Uniform Prudent Management of Institutional
Funds Act of 2006 (UPMIFA), which already has
sparked legislation in about two-thirds of the
states, is likely to affect your organization if it has
endowment funds with donor restrictions or board
designations.

The proposed act eliminates the “historic dollar-
value” rule requiring that any endowment restricted
by its donors into perpetuity not fall below the
amount of the original gift. The act also outlines
stronger guidance for the definition of “prudence”
than provided in previous guidance, suggesting that
spending more than 7% of an endowment in any
one year is not a prudent decision. This recommen-
dation hasn’t been included in all states where the
act has been legislated.

UPMIFA also makes it easier for charities to identify
new uses for older and smaller endowments that may
be dedicated to obsolete or impractical purposes.

The act is likely to affect the way endowment
funds are disclosed in your financial statements.
For example, you will be required to detail the
restrictions on your investments and how the
amount that is spendable each year is calculated.

As the act becomes the national norm, you can
expect to see changes in the standard of care
required of those who manage endowments.
Increased public confidence should follow. �
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