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Learning objectives

4 Gain an understanding of the
current state of the NFP industry
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Agenda

y 1 State of the Industry and Outlook
A 2 Trends - Cybersecurity & Digital Transformation

y 3 Trends — People & Culture

Portions of this presentation are excerpted from the BDO Nonprofit Standards
Benchmarking Survey. BerryDunn is a BDO Alliance member.
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Survey Says - Top Concerns for Your Organization

Employee Retention Financial Stability Cybersecurity Gov't Funding

/8% 6/% 50% 43%
Seaeeeas
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Of those who responded – what % of you identified the following as a top concern?


State of the Industry

Challenges

Nonprofits have been contending with unprecedented challenges. For some, this
has meant balancing an increase in demand with volatility in revenue or funding.

36% 24% 45%
of organizations experienced of organizations said they of organizations said they
increased demand canceled fundraising events experienced decreased

revenue or funding
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BDO – 2021 NFP Survey, NFP Slide Update

It’s critical for nonprofits to balance a nonprofit heard with a business mindset. Nonprofits must strive to remain financially healthy, so they can continue to do their essential work.

TPM For fundraising events - I think we should say that many modified or went virtual with events instead.  A lot of my clients are planning to move to more virtual events than in person events because it was more successful at raising money with less cost.  - tie into later slide

TPM - Should note/say that although operating income has been volitile - many recieved federal funding - (PPP, PRF, HHERF/state grants, tax credits (which we will hear more about))  But these are temporary funding sources/cash injections - tie in to later slide



State of the Industry

Positive Developments

While the pandemic’s toll on health and the economy has
been massive, disruption can drive positive change.

As aresult of the pandemic:

60% ) 4BD 43D 43% 39% 33%

Accelerated investments New service or Faster decision- Increased awareness New partnership Improved workforce
in technology program offerings making of mission opportunities culture and unity

Nonprofits should reflect on the pivots they
made during the pandemic and continue to
build upon what is working well.

31%

Increased
donations

S

8%

None of
these


Presenter
Presentation Notes
Emily 

BDO – 2021 NFP Survey



State of the Industry
Liquidity

The past year has only amplified how essential
it is for organizations to have financial flexibility
In times of economic uncertainty.

How many months of operating reserves
does your organization currently maintain?

While there’s no singular
benchmark that applies to all
nonprofits, it's best practice to
maintain liquid, unrestricted net
assets to cover six months of
operating costs.

2020

2%

4-6

months

TE12

months

Over

12 months

2021

1%

15%
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State of the Industry

Sector performance varies greatly
Bridging the Gap

New Service

Delivery
Government COVID-19
Stimulus Relief Funds
Federal
and State
Funds

o)

Charitable Giving

In 2021, charitable giving
increased 9%, representing
a three-year increase of
19%. In addition, online
giving grew 9% in 2021,
representing a three-year
increase of 42% according
to research by the
Blackbaud Institute.

Higher Education

Postsecondary enroliment for
Spring 2022 fell 4.1% year
over year. Postsecondary
institutions have lost nearly
1.3 million students since
spring 2020, according to
data from the National
Student Clearinghouse.

Healthcare

Median operating margins
for hospitals fell from 5.6%
to -1.4% between December
2021 and March 2022 driven
by shortage of health care
workers—according to a
recent Kaufman Hall report.
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Charitable Giving – https://www.nonprofitpro.com/article/2021-charitable-giving-report-reveals-record-year-generosity/#:~:text=Key%20U.S.%20Giving%20Trends%20Identified,three%2Dyear%20increase%20of%2042%25 

Healthcare - https://www.kaufmanhall.com/sites/default/files/2022-03/National-Hospital-Flash-Report-March-2022.pdf 

Education - https://nscresearchcenter.org/current-term-enrollment-estimates/ 



State of the Industry

Compliance landscape

69% of organizations surveyed relied on COVID-19 relief funding. As a result of COVID-19,
many organizations applied for and received federal funds for the first time, which may have
triggered the Single Audit requirement.

m Paycheck Protection Program (PPP)
Higher Education Emergency Relief Fund (HEERF)

= Provider Relief Fund (PRF)

m Disaster relief grants from government agencies (e.g., FEMA)

More than half of nonprofits

.

Economic Injury Disaster Loan (EIDL) surveyed indicated that the
time and effort required will
= Other represent a high or moderate

challenge over the next year.
m Did not rely on COVID-19 relief funds
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While not all organizations relied on COVID-19 relief funding, for those that did, compliance may be particularly complex. 
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Polling question #1
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#1 Polling Question – Including any relief stimulus and CARES Act funding, what were your financial results for Fiscal Year 2021?

Favorable to budget?
In line with budget?
Under budget?
What’s a budget? 


Industry Trends

Cybersecurity — Costs of a Data Breach

Healthcare

Education

Global
Average

$1.93m
NGOs | |
L1, $1.08 m

b Source: IBM’s 2021 Cost of a Data Breach Report

m 2021 =2020

287 days

Average time to identify and
contain a data breach.

$1.07m

Increase in cost per breach where remote
work was a factor in causing the breach,
indicating remote working due to the
COVID-19 pandemic increased the
average total cost of a data breach.

Public sector and other NGO
organizations traditionally have the lowest
cost of a data breach. However, they the
highest frequency of data breaches
caused by human error.
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Thank you Emily – we’re going to shift gears a bit an discuss unfortunately one of the most important topics to date – and that’s Cybersecurity. I never knew getting a degree in accounting would have led me to spend so much time thinking and worrying about cyber security. But Cybercriminals have taken COVID-19 as an opportunity to increase the frequency and scope of their attacks. In March 2021, The FBI released an annual report that included information from over 790,000 complaints of suspected internet crime, which was an increase of more than 300,000 complaints from 2019—and reported losses exceeding $4.2 billion. 

Hackers are more sophisticated than ever – and can target many aspects of each of your Organizations, including Corporate social media, Personal and work email, which has only been exacerbated by the Pandemic as more people work from Home. 

Shown on the slide are some key highlights from IBM’s 2020 Cost of a Data Breach Report. The most astounding of which being the average cost of a data breach.  Healthcare remains the highest of all industries for the Cost of a Data breach, and on average costs approximately $7.13M in 2020, which is nearly double the global average across all industries according to IBM. Public sector organizations traditionally have the lowest cost of a data breach in this research, because they are unlikely to experience a significant loss of customers as a result of the data breach. However NFP industry had the highest percentage of data breaches caused by human error.

One key takeaway – was speed of detection, which definitely adds to the old adage – Time is Money. From detection to containment and beyond, time is money The average time to identify and contain a data breach, or the "breach lifecycle," was 280 days in 2020. Speed of containment can significantly impact breach costs, which can linger for years after the incident.

39% - Average share of data breach costs incurred more than a year after the data breach

My colleague Chris Ellingwood will be tackling the recent upticks in attacks and what you can do to protect your organization later today. 




Industry Trends
Optimizing Technology

Digital transformation / Automating operations Increased spending on IT Cybersecurity concerns

accelerated investments
in technology

Nonprofits need to find a way to balance using technology
to help improve efficiencies and program delivery while
also ensuring they protect their organizations against any
bad actors.
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In order to react quickly to a crisis like COVID-19, organizations need to have adequate technology capabilities to shift the way they operate and deliver programming and services, as well as their back-office functions. While the majority of nonprofits don’t feel that technology restricted their ability to respond to COVID-19, nearly half believe it limited them in some way.  But with Great risks comes great opportunity. 

Digital transformation is no less critical amid a pandemic or economic downturn. Organizations that can harness digital capabilities have a much better chance to survive the crisis and thrive in the turbulence that lies ahead. Success depends on coming up with the right digital strategy and effectively executing it.

The good news is that most organizations we surveyed plan to invest in new technology this year. If they do so effectively, especially in areas that can improve their overall efficiency, they will be better equipped to manage current challenges and those that may emerge in the future. 

In the face of unprecedented economic disruption and significant liquidity challenges, businesses need to find ways of doing more with less. Breaking down artificial barriers within an organization can help integrate processes with the flow of information, which enables better collaboration and decision-making that is rooted in data. Boosting operational efficiencies requires an end-to-end view of business models and processes—both enterprise-wide processes and intraorganizational
processes—in the context of an integrated value chain. By improving how people work together, the business can generate collective intelligence and identify solutions that extend beyond the limited view of a single person, function or entity. Decisions informed by data also help to focus innovations on areas that have the greatest
impact on core business



Industry Trends

People & Culture

The Great Resignation

4 47% of organizations surveyed reported
decreased morale as a result of COVID-19

Employee Retention

4 37% of organizations surveyed perceive that staff
retention and employee morale/organizational
culture is one of the biggest challenges they’'ll
face over the next 12 months

4 Y4 of survey respondents (26%) noted that
staffing retention and recruitment are their
highest priority over the next 12 months

Clear and consistent two-
way communication and employee
engagement are key.
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Industry Trends

People & Culture

Salary Increases

In a recent national survey, 2022 compensation
budgets were averaging 3.8% for nonprofits, however,
among those recently updated, compensation budgets
are increased to an average 4.4% for nonprofits.

Last time salary increase budgets were more than
4% was in 2001, and the last time they were 5% or
more was in 1991.

For the last decade, budgets for merit increases
have hovered around 3%. For nonprofits, this may be
a significant shock for their 2022 budgets, as a 4.4%
budget increase is 47% higher compared to the
previously standard 3% budget.

Tips

4 Continue to explore relief funding

opportunities

Identify personnel that are mission-
critical and top performers

 Consider mid-year assessment to

determine whether a second pay

adjustment is needed and can be
supported if increasing budgets at
one time is not feasible

4 Consider the impacts on employees

most impacted by inflation, such as
lower wage employees
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https://www.bdo.com/blogs/nonprofit-standard/april-2022/salary-increase-budgets-jump-for-nonprofits 

I dare say it is even higher when you factor in benefits and recruitment and turnover costs.   I think 4.4% is low.   The last I knew CPI inflation rate in April was over 8% 


.

Polling question #2
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#2 Polling Question – Has your organization done any of the following?
Increase salary more than in previous years
Increase in other benefits
Salary survey 
Flexible work environment/hybrid? 
Others? 



Industry Trends
Workforce strategies

The benefits of The socially The hybrid working The skills
increasing morale conscious employee environment disruption
The call for compassion For some employees, Understanding what work 44% of today’s core job
doesn't end with the crisis. purpose outshines should be done remotely. skills will change by 2025.*
personal profit. *World Economic Forum
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What’s next for work, and what should you do about it?

So forget about going back to how things were. Reimagine not what work could look like, but what it should look like in a post-pandemic world in which the way we work, where we work and even why we work has been forever altered. 


We break down the trends in three categories:

Nonprofit Jobs Report: Although the results are mixed, nonprofit jobs numbers grew slightly in April, according to the latest update from the Center for Civil Society Studies at Johns Hopkins University. Overall, the nonprofit sector added 18,000 jobs, representing a gain of just 2.2% of the nearly 830,000 jobs still lost as of March. Nonprofits recorded job gains in arts, entertainment, and recreation field (14,000 jobs), religious, grantmaking, civic, professional, and similar organizations (9,700 jobs), and social assistance organizations (9,300 jobs) during April. However, education lost nearly 14,000 jobs in the in April and the health services field saw the loss of 1,800 jobs compared to March 2021. 


The net impact of the pandemic on productivity is unclear. On the one hand, more homeworking and greater use of digital solutions should have yielded new efficiencies. On the other hand, pandemic-related stress and inevitable distractions at home have inhibited employee output.



Takeaways

COVID-19 has changed the
way nonprofits do business

Financial sustainability and
stability remains a concern but
varies greatly by sector

Optimizing technology and
cybersecurity while minimizing risk

Our people, workplaces, and
productivity measures are
changing rapidly
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Quick pivot to remote left some openings for IT improvements for some organizations

Following are some information security and remote working best practices NFPs should consider when reviewing or developing policies and procedures:
Establishing and communicating remote work security policies (for example, avoiding public wireless networks and use of personal devices or computers to store or process work information)
Addressing authorization and authentication
Ensuring employees are aware of current phishing and malware campaigns
Securing communication channels
Providing vigilant IT support
Encrypting sensitive data

Added work of relief programs generally taken on by existing employees (likely in the room today) and may have come at the expense of other responsibilities that should be evaluated

UPMIFA – rebuttable presumption considerations


B
Emily Parker Chris Mouradian
CPA | Principal CPA | Senior Manager
207.991.5182 207.541.2274
eparker@berrydunn.com cmouradian@berrydunn.com
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