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You have carefully recruited,
interviewed, and vetted the next 

slate of board members. These eager 
additions are ready to commit to your 
mission, but how can you ensure that 
they are prepared to carry your orga-
nization into the future? Board orien-
tation is a crucial first step. 

Your orientation process should 
get new members to acclimate and 
contribute in their new roles as soon 
as possible. At its core, the process 
should leave everyone feeling valued, 
appreciated, informed, and inspired.

Start Early
Ideally, board orientation should start 
when you are considering a prospec-
tive new member. At this stage you 
can set the bar for success. During 
your initial conversations, prospective 
board members should come away 
with five basic understandings:
1. How and why their particular

skills and talents will be valued by
the board and the organization

2. Roles and responsibilities of board
membership

3. Realistic minimum time commit-
ment

4. Challenges and opportunities fac-
ing the organization

5. Specific fundraising requirements

Prepare Briefing Documents
Every nonprofit organization needs 
thorough, updated briefing docu-

New Lease Accounting
Standards

D&O Liability Coverage

ments. Present them in advance of 
new board members’ first meeting. 
Your package should contain the fol-
lowing: 

Compelling overview: Include a 
summary or brochure outlining the 
history of the organization and its 
goals. The intent is to turn new mem-
bers into ambassadors for the organi-
zation, so give them persuasive, 
inspirational language they can 
adopt as their own when speaking 
about your mission.  

Recent accomplishments: Docu-
ment successes and works in prog-
ress, and ask members to consider 
where they can add value.

Organizational chart: Help board 
members navigate the “who’s who” 
of your staff by including an org 
chart and directory. Include informa-

tion about the function of each staff 
position and a staff bio. Also include 
board bios and contact information. 

Roles and responsibilities: Recap 
roles and responsibilities to reinforce 
your earlier discussions with new 
members and remind them of what 
you expect.

Governance, budget, and IRS 
documents: Include bylaws; recent 
minutes; recent IRS Form 990s; gover-
nance policies, including those 
regarding conflicts of interest and 
gift acceptance; executive director 
and staff compensation and benefits 
details; directors and officers insur-
ance; and any public disclosures of 
interest. Also include the most recent 
set of financial statements and a cur-
rent budget. 

Continued on page 3

Social Media as a
Fundraising Tool

The Healthy Nonprofit
Best Practices for Board Orientation 
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Word to the Wise
Understanding D&O Liability Insurance 

Your board is critical to the suc-
cess of your nonprofit organiza-

tion. Board members must meet cer-
tain standards of conduct, including 
governing the nonprofit according to 
its bylaws, exercising reasonable care 
when making decisions, and assuming 
certain responsibilities—and liabili-
ties—related to their roles as directors.  

With these responsibilities come 
risks, and many board members 
may not even know the extent of 
their personal exposure. Protecting 
your board members—and attract-
ing new ones—often requires an 
insurance policy designed specifi-
cally for this purpose.

What’s Covered? 
Directors and officers (D&O) liability 
insurance indemnifies the organiza-
tion and its directors, officers, and 
trustees for damages and defense 
costs arising from lawsuits alleging 
“actual or alleged wrongful acts” not 
covered under the organization’s gen-

eral liability policy. These types of 
allegations fall into two main areas: 
employment-related issues and gover-
nance and fiduciary issues.  

Employment practices claims: 
The most common and costly D&O 
claims are related to employment 
practices. Employee termination trig-
gers the majority of employment-

related claims against nonprofits and 
accounts for a majority of total 
awards. 

Examples of employment practices 
allegations include sexual harass-
ment, racial and gender discrimina-
tion, retaliation (whistleblower 
claims), defamation, failure to accom-
modate (Americans with Disabilities 
Act claims), and claims involving 
improper employee classification 
(exempt vs. nonexempt, independent 
contractor vs. employee). 

Fiduciary and governance claims: 
Although they represent less than 10 
percent of all D&O claims, fiduciary 
and governance claims can be signif-

icant. The most common types of 
fiduciary and governance claims 
involve breach of contract, improper 
board appointments, mishandling of 
assets, improper revenue reporting, 
failure to properly file IRS reports 
and payroll taxes, and mismanage-
ment of employee benefit plans. 

D&O policies can pay for legal 
fees, judgments, settlements, and 
other court costs. Without D&O cov-
erage, directors are personally liable 
and must pay these expenses out of 
their own pockets. For this reason, 
some individuals might be unwilling 
to serve as directors or officers if 
your organization doesn’t provide 
adequate D&O insurance.

While the direct costs of litigation 
and settlement can be expensive, liti-
gation has other significant costs to 
the organization, including the time 
required for executives or officers to 
prepare for and undergo depositions. 
Also, reputational damage to the 
organization can be costly, and it’s 
not unusual for claims to take more 
than a year to resolve.

What’s the Cost?
Several factors determine the cost of 
D&O policies, including the size of 
the nonprofit, number of employees, 
and the strictness of human resources 
and governance policies. As with 
all insurance, lower risk means 
lower cost. 

Many insurance companies will 
write D&O policies only as add-ons 
to their general liability policies, and 
all D&O policies do not have the 
same coverage. Certain types of 
claims are specifically not covered by 
D&O policies. Consult with your 
insurance advisor to ensure you have 
the proper coverage. He or she can 
also help you assess and mitigate risk 
to lower your premium costs. 

Interested in learning more? We are happy 
to discuss ways to manage the needs of 
your directors and officers. 
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Technical Topics
How to Work with New Lease Accounting Standards 

In 2016, the Financial Accounting 
Standards Board (FASB) issued 

Accounting Standards Update (ASU) 
No. 2016-02, Leases (Topic 842), revis-
ing rules on how to account for leases 
on the balance sheet and financial doc-
uments. These changes affect all enti-
ties—including nonprofit organiza-
tions—that lease office space, vehicles, 
and equipment such as copiers and 
phone systems. 

In the past, these types of operat-
ing leases were considered to be 
“off balance sheet,” and nonprofits 
have only been required to disclose 
them in the notes of their financial 
statements. Moving forward, non-
profits must recognize operating 
leases on the balance sheet, with the 
new rules going into effect for most 
nonprofits for fiscal years begin-
ning after December 15, 2019.  

Why the Change?
The FASB has instituted this change 
to improve transparency and provide 
a more accurate measure of the con-
tractual obligations that underlie 
leases. The intent is to provide finan-
cial statement users a more consistent 
representation of lease obligations and 
help users understand the amount, 
timing, and uncertainty of cash flows 
related to leases.

Explaining the necessity of the new 
rules, the FASB cited a study by the 
Securities and Exchange Commission 
that identified leasing as the largest 
off-balance-sheet transaction, with an 
estimated $1.25 trillion in lease obliga-
tions—a significant amount to be 
reflected only in disclosures. 

While this change will have the 
greatest impact on entities with large 
amounts of leased real estate, manu-
facturing equipment, and vehicles, it 
affects any lease with a term longer 
than 12 months.  

How It Works
Moving forward, all operating leases 
will be recorded as an asset and a lia-
bility. The asset, or in the new leasing 
terminology, the “right to use assets” 
will be amortized over the life of the 
lease. An offsetting liability for the 
present value of the lease payments 
will be recorded representing the obli-
gation to pay the lease. 

The “right to use” concept states 
that an operating or finance lease 
contract gives you the right to con-
trol the use of an asset for a stated 
term. With this right, the lease 
agreement creates an asset that must 
be reflected on the balance sheet and 
with it a corresponding liability to 
be recognized.

Note that several lease types 
aren’t affected by the new rules, 
namely short-term leases of 12 
months or less and leases for intan-
gible assets, such as software 
licenses. And while there is no 
grandfathering for existing leases, 
renewal terms can be included in 
initial calculations if the nonprofit 
organization is “reasonably certain” 
the renewal options will be exer-
cised.

Next Steps
Implementing the new standards 
will take time. If you haven’t yet 
gathered all of your operating 
leases and looked at their key pro-
visions, now’s the time to do so. You 
may need to change some of your 
internal processes and controls to 
accommodate the new require-
ments. 

You’ll also want to prepare and 
educate your board, donors, lenders 
and other users of your financial 
statements about the required changes 
and how leases will now be repre-
sented on your financial statements. 

We are familiar with the new lease 
accounting standards and can answer any 
questions you may have.

Acclimating New Board Members
Continued from page 1

Upcoming events: Board partici-
pation in events is a must, so be sure 
these important dates are on mem-
bers’ calendars. 

Fundraising goals and practices: 
Because board members often play 
key roles in fundraising, sharing 
your forecasts will be important to 
their success. 

Meet and Greet
Many boards prefer to hold a stand-
alone orientation meeting for new 
members before their first working 

board meeting. This separate time 
allows new members to get to know 
each other, become familiar with 
organizational basics, and get 
detailed answers to specific ques-
tions. 

The idea is to not only acclimate 
but inspire your recruits and let 
them know why each was selected 
for the board. Include a “vision” 
presentation to give the new board 
members a clear picture of where 
your organization is going, and 
provide details about yearly fund-

raising cycles, events, and planned 
campaigns. 

Show Gratitude
Serving on a nonprofit board is a  
lot of work. Be sure you show your 
gratitude to your new — and exist-
ing—board members by respecting 
their time, honoring their input, and 
thanking them often for their help. 

Our team is well versed in board orien-
tation best practices. Call us today to 
discuss your ideas. 



This publication is distributed with the understanding that the author, publisher, and distributor are not rendering legal, accounting, tax, or other 
professional advice or opinions on specific facts or matters and, accordingly, assume no liability whatsoever in connection with its use. The information 
in this publication is not intended or written to be used, and cannot be used, by a taxpayer for the purpose of (i) avoiding penalties that may be imposed 
under the Internal Revenue Code or applicable state or local tax law provisions or (ii) promoting, marketing, or recommending to another party any 
transaction or matter addressed in this publication. © 2019
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According to the Charitable
Giving Report, online giving 

reached a record high last year, rep-
resenting 8.5 percent of overall fund-
raising revenue. Since 2016, online 
giving has grown 17 percent with no 
signs of slowing. 

One reason is Facebook. If you’ve 
been on Facebook recently, you’ve 
probably noticed requests to support 
a cause on behalf of a friend’s birth-
day. Launched in August 2017, the 
Facebook birthday fundraising fea-
ture raised more than $300 million in 
its first year, and Facebook now 
waives its fee on every birthday-
related donation. 

Facebook currently has about 
750,000 charitable organizations 
approved for fundraising. For non-

profit organizations, getting 
approved is simple: You must be a 
U.S.-based 501(c)(3) organization, be
registered with the IRS, have a tax ID
number, and have a bank account
registered with a licensed financial
services institution.

Programs like the Facebook birth-
day feature are low-cost, low-effort 
ways to build awareness and raise 
incremental funds—but the key is 
getting your constituents to use 
them. Here are a few ideas to do so:

Gain reach: Keep your organiza-
tion’s online presence current and 
vibrant, and tag photos of your staff, 
board, volunteers, and donors to cre-
ate greater reach and awareness. 

Promote participation: Remind 
your staff, board, volunteers, and 

donors of online fundraising oppor-
tunities, and ask them to participate 
on your organization’s behalf.

Create a bond: Use social media 
to thank your supporters and 
“claim” them as your own. Creating 
a public relationship can inspire 
individual supporters to reciprocate 
in a way that benefits your organi-
zation. 

Online fundraising will no doubt 
continue to grow, and it will be inter-
esting to see how other social media 
outlets integrate fundraisers into 
their platforms moving forward. It’s 
wise to check state solicitation 
requirements to ensure compliance, 
and stay on top of this trend to take 
advantage of every type of fundrais-
ing opportunity. 

Yes, Social Media Can Raise Real Money

Helping Not-for-Profit Organizations Further Their Mission
If you are interested in working with a CPA firm that understands your issues, 

delivers valuable insight, and can answer the questions to help your  
organization achieve its goals, contact us.

• Audits, Reviews and Compilations

• Form 990 Tax Return Preparation

• Agreed Upon Procedures

• General Consulting

• Exemption Applications

• Exempt Status Issues

• Restricted Net Asset Accounting

• Fraud Risk Assessment

• Charitable Solicitation License Filing

• Board Development

• UBIT Planning

Add Gilliam Bell Moser LLP to your RFP list today!

we hear you.™ 

 
Joy Klenke, CPA

336-417-5511

www.gbmcpas.com
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