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Today’s Agenda

Morning

that apply to tripartite board
governance

of the tripartite board

Afternoon
* Case study examining
e Board

e Effectively board members

© 2016 Community Action Program Legal Services, Inc. 2




What Rules and Guidance Apply to
Tripartite Board Governance?
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Rules Governing CAA Tripartite Boards

Federal
CSBG Act &
regs
(42 U.S.C. State CSBG
CSBG statute & regs
contract with & (A.C.A. § 20-80-
state 301 et seq.;

6 20 CARR
004)

CAA Boards

Nonprofit If applicable,

CAA’s Head Start
Articles of Act

Incorporation (42U.S.C. &

& Bylaws State 9837(c)(1))
Nonprofit

Corporation
Act
(A.C.A. § 4-33-
101 et seq.)
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Federal CSBG Act: Purposes and Goals

Empower low-
Revitalize low- income families
Reduce poverty income and individuals to
communities become fully self-
sufficient
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Federal CSBG Act: Purposes and Goals

Strengthening
community
capabilities for

planning Coordinating

resources
responsive to
local needs and

Achieve These conditions
Goals BV Organizing

services to have a
measurable
impact on causes
Using innovative of poverty
approachesto [y
attack causes and
effects of poverty

Leveraging the
resources of
other anti-
poverty programs

Maximum
participation of
low-income
communities

(42 U.S.C. § 9901)
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Guidance on Tripartite Boards

Selection and composition

"VI #82: requirements

Tripartite Boards Roles and responsibilities

IM #138: OCS-recommended as performance
CSBG management initiative

Orga nizational Proposed timeline for states to adopt
Standards
Standards
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CSBG Organizational Standards

Organized into three thematic groups

Maximum
Feasible
Participation

Vi§ion _and Operations and
Direction Accountability

e N

] - Human
Consumer input Organizational resource

— : leadershi

and involvement P | management |

\. J

Board qunual
operations and
oversight

Community
engagement governance

assessment planning analysis

Community Strategic { Data and

J
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Monitoring Org. Standards

Examples of Assessment Approaches
(OCS IM 138)

Part of full-onsite
review
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Monitoring Org. Standards

» State required to:
— Describe assessment approach in state plan
* Subject to OCS review

— Ensure all standards met BUT must keep in mind that
compliance with some may take longer

* e.g., strategic planning, developing agency-wide budget

* Every CAA expected to make steady progress
toward goal of meeting all standards

OCS IM 138
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What is the Role of the
Tripartite Board?

© 2016 Community Action Program Legal Services, Inc. 11

Role of Tripartite Board

Federal CSBG Act (42 us.c. §9910), OCS IMs 82 and 138
FuLLy ENGAGED IN. . .

Development
m
Implementation
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Board Fiduciary Duties
Duty of Care: Diligence

0 Act with the care of a prudent person
in similar circumstances

Duty of Loyalty: Faithfulness to CAA

0 Actingood faith and in the best
interests of the agency

0 Disclose and avoid conflicts of interest,
self-dealing

. . S 9 of th
Duty of Obedience: Faithfulness to S

CAA’s mission fiduciary duties

0 Comply with Articles of Organization
and Bylaws to carry out mission
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Board’s Key Responsibilities

2 3

Determine Engage in regular Develop
agency mission strategic planning revenue strategies

4 5 6
Engage the Monitor agency Ensure ongoing
community performance compliance
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Board’s Key Responsibilities

2 K]
Determine Engage in regular Develop
agency mission strategic planning revenue strategies

4 5
Engage the Monitor agency

community performance
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Determine Agency Mission

(Key Board Responsibility 1)

* Why mission matters:
— Provide clarity of purpose to stakeholders
— Guide major decisions
— Prevent “mission creep”
* A good mission statement:
Is focused
Solves unmet needs

Leverages unique skills

Inspires key stakeholders / is memorable
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Determine Agency Mission

(Key Board Responsibility ")

m  CSBG Org. Standard 4.1:

e Governing board has reviewed the organization’s mission
statement within the past 5 years and assured that: (1) The
mission addresses poverty; and (2) The CAA’s programs and
services are in alignment with the mission.

m  CSBG Org. Standard 3.1:

e QOrganization has conducted a community assessment and
issued a report within the past 3 years.

m  CSBG Org. Standard 3.5:

e Governing board formally accepts the completed community
assessment.
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Board’s Key Responsibilities

2
Engage in regular
strategic planning
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Engage in Regular Strategic Planning

(Key Board Responsibility 2)

Regular Strategic and Programmatic Reviews

3-Year
5-Year Review Annual

Review at
Every Board

Meeting
(Milestone /
Programmatic)

(Strategic / Review
Community (Milestone /
Needs Programmatic)
Assessment)

Review
(Strategic)
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A Dual Bottom Line:
Mission Impact and Financial Return

Impact

Keep it but High Mission IEMIESI  |hyest & Grow

contain costs Impact Impact
' Low High *

Profitability Profitability

Profitability

Close or Give Away .. ..
Low Mission Low Mission

Impact Impact Water, Harvest,
ZR . & Increase
[ J Low High Impact
- Profitability Profitability
- \ 1A

Source: Nonprofit Sustainability: Making

Strategic Decisions for Financial Viability © 2016 Community Action Program Legal Services, Inc. 20




Engage in Regular Strategic Planning

(Key Board Responsibility 2)

I CSBG Org. Standard 6.1:

¢ Organization has an agency-wide strategic plan in place that has
been approved and accepted by the governing board within the
past 5 years.

I CSBG Org. Standard 6.5:

¢ Governing board has received update(s) on progress meeting the
goals of the strategic plan within the past 12 months.

I CSBG Org. Standard 5.9:

¢ Organization’s governing board receives programmatic reports at
each regular board meeting.
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Board’s Key Responsibilities

1 2 3
Determine agency Engage in regular Develop revenue
mission strategic planning strategies

4 5
Engage the Monitor agency

community performance
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Develop Revenue Strategies
(Key Board Responsibility 2)

* Work with staff to prepare development plan to:
— Diversify funding sources
» Unrestricted funding
» Earned income ventures
— Ensure financial sustainability
 Build and cultivate long-term relationships
— ldentify potential donors and partner organizations

— Learn to be an advocate for the agency

* Training and support for development planning
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Question #1:

1. Which does your agency
currently engage in? (select all that apply):
One-on-one targeted asks
Special fundraising events
Direct mail/online campaign
Foundation grants
Earned income ventures
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Board’s Key Responsibilities

1 2 K]
Determine agency Engage in ongoing Develop revenue
mission strategic planning strategies

)
Engage the Monitor agency
community performance
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Engage the Community
(Key Board Responsibility /)

Are we fully engaging and empowering the low-
income community?

Are we effective advocates for the organization and
its mission?

Do we collect and provide input on community
needs?

Are we developing and sustaining strategic
partnerships and collaborations?
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Engage the Community
(Key Board Responsibility /)

mad CSBG Org. Standard 1.1:

¢ Organization demonstrates low-income individuals’ participation
in its activities.

mad CSBG Org. Standard 2.1:

¢ Organization has documented or demonstrated partnerships
across the community, for specifically identified purposes;
partnerships include other anti-poverty orgs in the area.

mad CSBG Org. Standard 2.3:

¢ Organization communicates its activities and its results to the
community.
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Board’s Key Responsibilities

1 2 K]
Determine agency Engage in regular Develop revenue
mission strategic planning strategies

4 )
Engage the Monitor agency

community performance
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Monitor Agency Performance

(Key Board Responsibility )

e Set annual and long-term financial goals and plans
— Understand the full costs of programming
— Plan for cash and capital needs

— Establish operating reserves and policies on their use

e Use an agency-wide budget to plan and track use of
financial resources.

==m CSBG Org. Standard 8.9:

e Governing board annually approves an organization-wide
budget

© 2016 Community Action Program Legal Services, Inc. 29

Monitor Agency Performance

(Key Board Responsibility 5)

Monitor financial performance

— Review performance dashboards based on key indicators at
each board meeting

Review financial statements at each board meeting
Incorporate forecasting into each financial report

Project cash flow to predict shortages
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Monitor Agency Performance

(Key Board Responsibility )
What types of financial reports should the board review?

Program Managers Executive Director Board of Directors

* Budget-to-actual e Balance sheet and ¢ Performance
revenue and supporting dashboard
expenses for the schedules e Balance sheet and

programs and grants ¢ Budget-to-actual supporting
they oversee revenue and schedules

expenses ¢ Budget-to-actual
e for each program revenue and

e organization-wide expenses
 Year-end projections e for each program
e Cash flow projection e organization-wide
¢ Year-end projections

e Cash flow projection
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Monitor Agency Performance

(Key Board Responsibility 5)

* Performance dashboards should:
— Be visually-appealing

Show performance against a defined “target” performance
indicator

Highlight any red flags to help the board manage risk

— Facilitate discussion and support decision-making

* CAPLAW Webinar: Constructing a Community Action
Agency Dashboard
— http://caplaw.org/conferencesandtrainings/webinars.html

(“Constructing a Community Action Agency Dashboard” —
Michael Anderson, Nonprofits Assistance Fund)
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Examples of Performance Dashboards

Reporting Period: June

Liquid Unrestricted Net Assets (LUNA)

#Liquid Unrestrcted Net Assats mlarget

2013 FYE 2014 FYE 2015YTD

Financdial Performance

Youth Program: Enrollment

- 015 Enraliment 2015 Budget
— 2014 Enroliment e Maximum Capaacity

]
=
-]
8
=2
(-}
o
e
i
E
]
=
w
E
u
o)
2
[-%

Class 1 Class 2 Class 3 Class & Class 8

s o 1 1 !

Fiscal Year End: December

Fiscal YTD Operating Results
. REVENUE N EXpenses Surplus/Defictt

YTD Budget

Cost Per Outcome

B Cost Per Qutcome & Target

Progam A Progam B Progam G

Examples of Performance Dashboards

Category Performance Indicator Last Current Target
Period Period

Balance Months of Liquidated
Sheet Unrestricted Net Assets

Operating Fiscal YTD Operating Margin
Results (Surplus/Deficit as % of
Revenue)

Program Youth Program Enrollment
Enrollment (Total)

Program Cost  Costs Per Outcome: Program
ayn

Meets or exceeds target

Within range of target

Significantly off target

>3 mos = Meets target
1-3 mos = Within range
< 1 mo = Off target
> 5% = Meets target
2-5% = Within range
< 2% = Off target
> 110 = Meets target
90-110 = Within range
< 90 = Off target
> 0% = Meets target
-5% to 0% = Within range
< -5% = Off target
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Question #2:

2. How does your CAA share information about its
operations with the board to help board
members monitor agency performance?

Performance dashboards

Web-based portal for uploading information related
to board meetings and CAA performance

Reports from major programs and departments
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Monitor Agency Performance

(Key Board Responsibility 5)

e What should the Board measure?

. . Human Information
Financial Health
Resources Technology

Fundraising and Marketing and 53
O Management and
Development Communications
Governance

Programs and Outreach and Facilities and
Service Delivery Advocacy Capital Projects
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Monitor Agency Performance

(Key Board Responsibility )

mal CSBG Org. Standard 1.3:

¢ Organization has a systematic approach for collecting, analyzing,
and reporting customer satisfaction data to the governing board.

maw CSBG Org. Standard 4.4:

¢ Governing board receives an annual update on the success of
specific strategies included in the Community Action plan.

mal CSBG Org. Standard 9.3:

¢ Organization has presented to the governing board for review or
action, at least within the past 12 months, an analysis of the
agency’s outcomes and any operational or strategic program
adjustments and improvements identified as necessary.
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Monitor Agency Performance

(Key Board Responsibility 5)

e Review financial statements

e Approve and monitor annual budget

¢ Hire, oversee and evaluate CEO

¢ Select and monitor auditor
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Monitor Agency Performance

(Key Board Responsibility )

(A.C.A. § 20-80-310(b)(2); (c))

— The agency board of directors shall certify that a
proposed budget has been established for the
expenditure of state CSBG funds.

— At the end of each fiscal year, an audited report of
each community action agency shall be submitted to
the Arkansas Department of Human Services.
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Monitor Agency Performance

(Key Board Responsibility )

B (CSBG Org. Standard 8.7:

¢ Board receives financial reports at each regular meeting that
include the following:

¢ Organization-wide report on revenue and expenditures that
compares budget to actual, categorized by program; and

¢ Balance sheet/statement of financial position.
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Board’s Key Responsibilities

1 2 3
Determine agency Engage in regular Develop revenue
mission strategic planning strategies

4 5 6
Engage the Monitor agency Ensure ongoing
community performance compliance
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Ensure Ongoing Compliance

(Key Board Responsibility ©)

¢ 6 Common Mistakes Boards Make
— Failing to understand fiduciary duties

— Failing to provide effective oversight / excessive
deference to the Executive Committee, Board Chair or ED

— Micro-managing staff

— Operating with outdated, inconsistent governing
documents

— Not documenting actions appropriately

— Failing to educate and motivate board members
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Ensure Ongoing Compliance

(Key Board Responsibility ©)

* IRS Oversight
— Intermediate sanctions on “excess benefit transactions”

— Penalties:

e On the insider: 25% of the excess benefit + 200% of the excess
benefit if the transaction is not corrected

* On an organization manager who knowingly participated: 10% of
the excess benefit, subject to $20,000 cap per transaction

— Safe harbor available:
« Disinterested board/committee approval
¢ Documentation of vote in minutes

e Comparability studies
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Ensure Ongoing Compliance

(Key Board Responsibility ©)

e 6 Common Mistakes Boards Make

— Failing to provide effective oversight / excessive
deference to the Executive Committee, Board Chair or ED
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Provide Effective Oversight

I CSBG Org. Standard 8.8:

¢ All required filings and payments related to payroll withholdings
are completed on time.

I CSBG Org. Standard 8.6:

¢ |IRS Form 990 is completed annually and made available to the
board for review.
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Provide Effective Oversight

45

wy  CSBG Org. Standard 8.2:

e All findings from prior year’s annual audit have been assessed by
org and addressed where board has deemed it appropriate.

m  CSBG Org. Standard 8.3:

¢ Organization’s auditor presents the audit to board.

my  CSBG Org. Standard 8.4:

e Board formally receives and accepts the audit.

my  CSBG Org. Standard 8.5:

e Organization has solicited bids for its audit within the past 5
years.

© 2016 Community Action Program Legal Services, Inc.
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Conflict of Interest Policy

maal CSBG Org. Standard 5.6:

e Each board member has signed a conflict of interest
policy within the past 2 years.

CAPLAWV

Sample policies
and archived
webinar on
CAPLAW'’s
website

Part I: Conflicts of Inrerest

Part II: Additional Legal and Regulatory Considerations
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Whistleblower Policy

w  CSBG Org. Standard 7.7:

¢ Organization has a
whistleblower policy that has
been approved by the
board

CAPLAW

Past B Rearorm b Morre o Wihintiebbrer Pulicy

Past Il Lagal Backgroumd
st 111 Wit a Gl Whintdsblowes Policy

Sample policies and Pt b
archived webinar on et co—
CAPLAW'’s website ————




Provide Effective Oversight

Adopt org. policies, ensure they are being followed and
review/update them periodically

s CSBG Org. Standard 8.10:

¢ Fiscal policies have been reviewed by staff within the past 2 years,
updated as necessary, with changes approved by the board.

CSBG Org. Standard 7.1:

¢ Organization has written personnel policies that have been
reviewed by an attorney and approved by the board within the
past 5 years.

CSBG Org. Standard 8.11:

e A written procurement policy is in place and has been reviewed by
the board within the past 5 years.
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Oversee Executive Director/CEO

49

m  CSBG Org. Standard 7.4:

¢ Board conducts a performance appraisal of the CEQ/ED within
each calendar year.

m  CSBG Org. Standard 7.5:

¢ Board reviews and approves CEO/ED compensation within every
calendar year.

w  CSBG Org. Standard 4.5:

¢ Org. has a written succession plan for the CEO/ED, approved by
the board, which contains procedures for covering an
emergency/unplanned, short-term absence of 3 months or less,
as well as outlines the process for filling a permanent vacancy.

© 2016 Community Action Program Legal Services, Inc.
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Risk Assessment

mmm CSBG Org. Standard 4.6:

¢ Org-wide, comprehensive risk assessment has been completed
within the past 2 years and reported to the board

Nonprofit
Risk Management
Center #NNa

Find the answer here | nonprofitrisk.org

http://www.nonprofitrisk.org/affiliates/
affiliates.asp

https://www.nonprofitrisk.org/cap
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Ensure Ongoing Compliance

(Key Board Responsibility ©)

* 6 Common Mistakes Boards Make
— Failing to understand fiduciary duties

— Failing to provide effective oversight / excessive
deference to the Executive Committee, Board Chair or ED

— Micro-managing staff
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Roles of Board and Executive Director

Responsibility Board of Directors Executive Director

Policy Establishes policy Executes policy

Org. Mission Sets agency mission Accomplishes agency
mission

Performance Targets Sets performance Guides work to achieve
targets performance targets

Org. Performance Evaluates and is Executes, evaluates and
accountable for org. is accountable for org.
performance performance

Supervision of Supervises Executive Supervises org. staff
Employees Director only generally

© 2016 Community Action Program Legal Services, Inc. 53

Ensure Ongoing Compliance

(Key Board Responsibility ©)

e 6 Common Mistakes Boards Make

— Operating with outdated, inconsistent governing
documents
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Bylaws/Governing Documents

* Arkansas CSBG Regs (016 20 CARR 004)
— CAA bylaws must:

* Specify the total number of seats on the board and the
seats allocated to each sector

Include board selection procedures for each sector

Describe board standards of conduct (e.g., attendance)
and grounds for removal

Describe process for filling vacancies
Require that board meetings shall be open to the public
Prohibit voting by proxy
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Bylaws/Governing Documents

mad CSBG Org. Standard 5.3:

¢ The organization’s bylaws have been reviewed by an
attorney within the past 5 years.

mad CSBG Org. Standard 5.4:

* The organization documents that each board member has
received a copy of the bylaws within the past 2 years.
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Ensure Ongoing Compliance

(Key Board Responsibility ©)

¢ 6 Common Mistakes Boards Make
— Failing to understand fiduciary duties

— Failing to provide effective oversight / excessive
deference to the Executive Committee, Board Chair or ED

— Micro-managing staff

— Operating with outdated, inconsistent governing
documents

— Not documenting actions appropriately

— Failing to educate and motivate board members
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Ensure Board Functions Well

ey CSBG Org. Standard 5.7:

¢ The organization has a process to provide a structured
orientation for board members within 6 months of being
seated.

med  CSBG Org. Standard 5.8:

¢ Board members have been provided with training on their
duties and responsibilities within the past 2 years.

= CSBG Org. Standard 5.5:

¢ The organization’s governing board meets in accordance with
the frequency and quorum requirements and fills board
vacancies as set out in its bylaws.
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Question #3:

3. Which key responsibility(ies) do you want your
board to prioritize? (select all that apply)

A. Determine agency mission / engage in regular
strategic planning

Develop revenue strategies
Engage the community

. Monitor agency performance
Ensure ongoing compliance
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Today’s Agenda

Morning

that apply to tripartite board
governance

of the tripartite board
Afternoon
* Case study examining
* Board

e Effectively board members
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Effectively Recruiting and Selecting
Board Members
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Elements of Effective Recruitment

Attributes

Mission, values, interests

|
Expectations // |
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http://www.caplaw.org/resources/SelfAssessmentDocuments/CAPLAW Bo
ardComposition%20Matrix_April2012.xls

CAPLAW Sample CAA Board Composition Matrix april 2012

Diversity Skill/Experience/Expertise

Examples:
Racial,
Ethnic,
Disability,
Age, etc.

P.R. Communkatiomns

Financial Pl nning /Manage ment
Organizational Management
Weally Indiridusak

Bus iness fCorporations
Politics G ove rnme nt

Religiows Com munity

G rass roots Cors titute nts

Fundraiing
Foundations

| H.R. Mamagement

s | Private

1.Jane Doe Hispanic 9/1/13 Secretary

2.

3.
4.
5
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Board Selection Procedure

Use board committee
Recruit smartly & strategically

Require applications

Follow selection procedures
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Bylaws/Governing Documents

ma Standard 5.3: Nonprofit

e Org’s bylaws have been reviewed by an attorney
within the past 5 years (not applicable to public CAA).

= Standard 5.4: Nonprofit/Public

e Org/dept. documents that each board member has
received a copy of the bylaws within the past 2 years.
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Board Size

Federal Law

® Does not address

Arkansas Law (016 20 CARR 004)

e At least 15 and not more than 39 members (if service area
has a population > 250,000, may have up to 51 members)

Strategic

¢ Flexible
e Manageable
e Divisible by 3
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Proxies/Alternates

md VOting by Proxy

¢ Not permitted at board meetings or committee meetings

= Alternates

Permitted if specified in the CAA’s bylaws

Must be selected in the same manner, at the same time, and
by the same people who have selected the board member

No alternates for representatives of public officials

Do not count towards quorum and may not cast a vote when
his/her primary board member is attending the meeting

May not hold an office of the board

016 20 CARR 004
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Terms of Board Service

e Federal CSBG Act is silent

= Arkansas Law (016 20 CARR 004)

¢ Include board member terms in bylaws
e 3 yearsis common
¢ If not specified in bylaws, state’s nonprofit law may set term
¢ Arkansas Law:
¢ No board member may serve more than 10 years

¢ Representatives of public officials serve at the pleasure of
the public official and only as long as the public official
currently holds office (but no more than 10 years)

e CAAs may provide for staggered terms
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Term Limits

O

e Set term limits
¢ Different limits for board sectors
e Permit to re-join after break

e Enforce consistently
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Removal of Board Members

Arkansas Law (016 20 CARR 004)

¢ Must include a description of any performance
standards (such as attendance, etc.), the violation of
which may be grounds for removal

* Include in removal provision:
— With or without cause
— Vote needed

— Procedures (e.g., notice, opportunity to be heard)
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