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N

onprofit organizations are required
to disclose substantial amounts of
information regarding their activities on their
annual Form 990. Some of the required information
is intuitive; some of it requires understanding
certain rules and definitions. Reporting of
transactions with interested persons, otherwise
known as Schedule L, is one such schedule that
requires basic knowledge and understanding of
what types of transactions are to be considered
and the classes of individuals and entities that
are to be included when determining what must
be disclosed.

Excess Benefit Transactions
Excess Benefit Transactions is one of the more
complex types of transactions to be disclosed on
Schedule L. They are reported on Part I of Schedule
L and exist where an economic benefit is provided,
either directly or indirectly, to or for the use of
a disqualified person where the consideration
received in return is less than the economic
benefit. These transactions are reportable for
501(c)(3), (c)(4), and (c)(29) organizations. All
excess benefit transactions, regardless of amount,
need to be reported on the annual return to meet
990 reporting requirements.
For purposes of these transactions, a disqualified
person is an individual who has substantial
influence over the organization’s affairs. This would

include an organization’s top-level management,
voting members of the governing board, and
anyone who has responsibility for managing the
organization’s finances.

Excess benefit transactions exist where
an economic benefit is provided, either
directly or indirectly, to or for the use
of a disqualified person where the
consideration received in return is less
than the economic benefit.
When determining whether an excess benefit
transaction has occurred, all transactions between
the organization and the disqualified person
need to be considered as well as the factors that
contribute to them being treated as a disqualified
person. There are certain indicators to look for
when determining whether an individual can be
considered a disqualified person:
1. T he individual is the organization’s founder or
a substantial contributor (donated more than
$5,000 in a given year, if that amount also
exceeds 2 percent of the total contributions
received by the organization in that year).
2. T he individual receives compensation that
is determined based on the revenues of
organizational activities.
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3. The individual has the authority to
control the organization’s budget, capital
expenditures, or employee compensation.
4. The individual owns a controlling interest in
a trust, partnership, or corporation that is
considered a substantial contributor.

An organization is required to disclose a grant or
other assistance provided to an interested
person at any time during its tax year,
regardless of the amount.

Examples of Excess Benefit Transactions
include payment of unreasonable
compensation, sale of property to the
organization by a disqualified person in excess
of fair market value, payment of personal
expenses, and embezzlement.
An excise tax is assessed on Excess Benefit
Transactions, equal to 25 percent of the
excess benefit received. The organization
will be given a timeframe within which the
transaction is required to be corrected, and
the recipient of the excess benefit is liable
for the tax. Suppose the organization fails to
remedy the excess benefit transaction. In that
case, an excise tax equal to 200 percent of
the excess benefit may be assessed for the
recipient, and the organization could have its
tax-exempt status revoked.

Other required disclosures
Loans to or from interested persons should
also be disclosed on Schedule L, Part II.
These transactions are reportable for all
organizations. For purposes of completing
this portion of Schedule L, an interested
person is defined as any trustee, director,
officer, key employee, organization founder,
substantial contributor, or family member of
any interested person.
Only outstanding loans at the organization’s
year-end should be disclosed. Loans can
include salary advances, unsecured or
secured loans, split-dollar life insurance
arrangement payments that are treated as a
loan, and any other receivables or advances
reported on Form 990, Part X, lines 5, 6, or 22.
Loans to or from the organization to a
member of the governing body that are
outstanding at year-end will impair those
individuals’ independence, even if those
loans are made during the ordinary course
of business and are done in arms-length
transactions. The disclosure of these loans,

Examples include grants, scholarships,
and discounted goods or services, including the use of
facilities, fellowships, internships, prizes, and awards.
in conjunction with the other disclosures
made throughout the return, allows the users
of Form 990 to draw their own conclusions
about the organization’s activities and gives
a full picture of the organization’s business
dealings.
Grants or assistance provided to interested
persons are required to be disclosed in Part III
of Schedule L. An organization is required to
disclose a grant or other assistance provided
to an interested person at any time during its
tax year, regardless of the amount. Examples
include grants, scholarships, and discounted
goods or services, including the use of
facilities, fellowships, internships, prizes,
and awards.
An interested person for this section
of Schedule L is deemed to be those
considered for Part II loans plus members
of the grant selection committee and their
families and employees of substantial
contributors. However, grants made to a
substantial contributor’s employees are not
reportable if the grants were awarded on
a nondiscriminatory, predetermined set of
criteria reviewed by an independent selection
committee.
Grants or assistance to an interested person
who is also a member of the charitable class
the organization serves in carrying out its

exempt purpose are also not required to be
reported as long as similar grants or assistance
is given to other members of the same
charitable class. Part III of Schedule L intends
to disclose those grants or assistance given to
interested persons and their family members
that were made outside of the organization’s
exempt purpose and in a biased way.
The last type of transaction reported on
Schedule L are business transactions involving
interested persons, and these are reported
in Part IV. For this section of Schedule L, the
definition of an interested person is the same
as for Part II.
Business transactions include joint ventures,
sales, leases, licenses, insurance, and
performance of services. It should be noted
that business transactions that benefit the
organization should not be reported unless
they are between the organization and an
interested person.
There are reporting thresholds for these
types of transactions, unlike the other types
of transactions reported on Schedule L. The
minimum thresholds are:
1. T he total of all payments made during the
year related to one transaction is the greater
of $10,000 or 1 percent of the organization’s
total revenue for the year.
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2. The total payments (regardless of the
number of individual transactions) exceeds
$100,000.
3. C
 ompensation paid to a family member of a
current or former trustee, director, officer, or
key employee exceeds $10,000.
4. If entered into a joint venture with an
interested person, the organization
has invested $10,000 or more, and the
combined profits or capital interest of the
organization and the interested person in
the joint venture exceeds 10 percent.
If a business transaction is required to be
disclosed, the transaction should have board
approval prior to being entered into.

Importance of identifying disclosures
It is important for an organization to be
able to identify the types of transactions

To satisfy the IRS requirements for identifying and reporting transactions with
interested persons, an organization must display reasonable effort in its process.
required to be disclosed, and it’s also
important to know how to mitigate or
remedy transactions that may impact the
organization negatively. Having members
of the board, management, and key
employees complete an annual conflict-ofinterest statement or questionnaire would
assist in identifying potential transactions
before they become reportable.
Also, having a separate, independent
compensation committee would ensure
that employees and organization
directors are compensated reasonably. An
organization’s ability to remain transparent
about its transactions with disqualified
persons and other interested parties is

imperative to remain compliant with the Form
990 reporting.
To satisfy the IRS requirements for identifying
and reporting transactions with interested
persons, an organization must display
reasonable effort in its process. An annual
inquiry with suspected interested parties
to disclose transactions is a sufficient way
for an organization to apply reasonable
effort in obtaining information to report on
their Form 990. If the organization cannot
obtain satisfactory information from a
potentially interested party about a reportable
transaction, the organization is not required to
provide information about that transaction.
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GOVERNANCE

Audit and Finance
Committees Key
to a Board Meeting
Its Fiduciary
Responsibilities
By Kathleen Clayton, CPA
PRINCIPAL | CO-NATIONAL DIRECTOR,
HBK NONPROFIT SOLUTIONS GROUP

B

oards are legally liable for the
actions of their organizations, and

there are generally three “duties” that board
members must adhere to: care, loyalty, and
obedience.
•D
 uty of care: Board members are expected
to exercise the care that a prudent person
would exercise in a like situation.
•D
 uty of loyalty: Board members must act in
the best interest of the organization, even if
it conflicts with their own self-interests.

throughout the year. Committee members
work closely with management and the
finance staff. Their duties often include:

•D
 uty of obedience: Board members must
uphold the mission of the organization.

• Providing oversight in the preparation
of annual operating and capital budgets
and monitoring budgets to actual results
regularly throughout the year

Often a nonprofit board will create various
committees to demonstrate its commitment
to these duties.

Accountability and governance
Large or small, all nonprofit organizations
should be built on a firm foundation of fiscal
accountability and good governance. While
the audit and finance committees both are
designed and intended to help a board fulfill
the related fiduciary responsibilities, the
duties of each are quite different.
The Finance Committee: Tends to be
more operational and is typically a standing
committee of the board, meaning it functions

• Reviewing internal financial statements on a
regular basis
• Overseeing the handling of all financial
resources as well as any policies and
procedures related to those resources
• Advising the board on significant
financial decisions, including borrowing
and investing
• Protecting the organization when a conflict
of interest occurs
• Ensuring that good governance policies
referenced in Form 990 are implemented

•O
 ften participating in the hiring of finance
and accounting team members
• E nsuring that financial reporting
requirements, including tax return filings,
are fulfilled
•O
 verseeing long-term financial planning
•M
 onitoring cash reserves
• E nsuring that financial activities of the
organization align with its vision, mission,
and strategic plan
•R
 eporting to the board and/or executive
committee about the financial condition of
the organization
This committee may have audit
responsibilities as well, including:
• P articipating in corrective action plans for
problems identified in the annual audit
•M
 onitoring the corrective action plans
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While it is not a requirement of nonprofits, at least one member of the audit committee should have the skills, knowledge,
and expertise to fully understand the required financial reporting of the organization. Such a “financial expert” is generally
defined as someone with considerable experience analyzing, preparing, or auditing financial statements.
of potential committee members, and will
include practical policies and procedures,
such as:

•O
 verseeing the organization’s internal
controls and compliance with policies
and procedures

Who should serve on the finance committee?
While members should all have some expertise
in financial matters, they need not all be
accountants. A diverse group of financial
experts—accountants, attorneys, bankers,
investment advisors, insurance professionals,
even directors of other nonprofits—can
provide perspectives that collectively serve the
committee well.

• A clear statement of the committee’s
purpose and scope of responsibility

• P ossibly overseeing the annual audit
process, usually to ensure the objectives of
financial reporting and auditing
are achieved

As well, not all committee members need to
be board members. Non-board members can
be recruited based on their areas of financial
expertise. In addition to financial acumen,
committee members should be:

• Reporting requirements

• Meeting with the audit team to identify
financial trends identified during the audit
• Evaluating the performance of the audit team.

• The committee’s relationship to the
board and other committees, such as the
audit committee
• The committee’s size and the time members
are allowed to serve
• Meeting schedules
• Committee governance procedures

• Available and willing to meet the time
requirements of the committee

The Audit Committee: Usually works in
partnership with the finance committee, but
their duties are more related to governance
than operations. In high performing
organizations, the audit committee helps
management review and maintain the
effectiveness of internal controls and external
financial reporting. Audit committee duties
may include:

A finance committee charter is often used to
clearly define the roles and responsibilities

• Reviewing the financial statements and any
other information provided to the public

• Independent, that is, able to make decisions
without risk of conflict of interest
• Dedicated to the mission of the organization

•R
 eviewing compliance documents such
as Form 990 and charity filings, and
recommending approval by the
appropriate officer
•R
 eviewing any and all fraud prevention
practices and policies
•W
 orking with internal auditors throughout
the year
The members of the audit committee
must be independent and have financial
expertise. While it is not a requirement of
nonprofits, at least one member should have
the skills, knowledge, and expertise to fully
understand the required financial reporting
of the organization. Such a “financial
expert” is generally defined as someone
with considerable experience analyzing,
preparing, or auditing financial statements.
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Smaller organizations may
not have enough expertise
available to have both
a finance and an audit
committee. In that case,
finance committee
members typically
assume the duties of both.

Since many nonprofit board
members may not fully understand
the nuances of the financial
reports, often a member of the
audit or finance committee will be
relied on to interpret these reports
for the board.

Like the finance committee, the
duties and responsibilities of the
audit committee are outlined in its
charter. The charter will outline the
objectives of the committee, the
steps to achieve each objective,
deliverables, and the frequency of
each action item. Many charters
include calendars that specify
guidelines and establish timelines and due dates for their duties. A
committee charter should be action oriented, not merely a document
on a shelf.
So, do you really need both? It is important to check state requirements,
as some states require a nonprofit to have an audit committee once
they have raised a certain amount of revenue. While it is considered an
industry best practice to have both a finance and an audit committee,
many smaller organizations do not have enough expertise available
to have two separate committees. In that case, finance committee
members typically assume the duties of both. Where both committees
exist, detailed charters should be reviewed and updated regularly to
clearly define the roles and responsibilities of each.

Board Orientation and Training
Since board members will have different skill sets, it may be advisable
to conduct ongoing training as well as training for new members at
orientation. Many board members will not have financial skills, and if
they do, they might not have financial acumen specific to a nonprofit
organization. A training agenda might include:
• A review of each committee’s policies, procedures and responsibilities
• A review of the organization’s budget process

HBK Nonprofit Solutions Contacts
Darby Beaverson, CPA
Principal | Naples, Fla.
T (239) 263-2111
E DBeaverson@hbkcpa.com

Kathleen Clayton, CPA, PSA, MBA
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• An overview of the state laws governing nonprofit finances
• A review of terminology unique to nonprofits
• A review of basic nonprofit financial statements
• A review of other information a member might be asked to cast a
vote on
Organizations can look to paid consultants, their attorneys, or their
auditors to provide board training.
Board committees play important roles in both financial oversight and
governance. Highly functioning board committees are key to helping a
board fulfill its fiduciary responsibility.

Dominic Mastropietro, III, CPA, MBA
Principal | Hermitage, Pa.
T (724) 981-7550
E DMastropietro@hbkcpa.com

Ashlynn Reeder, CPA, MST
Assistant Director, Nonprofit Solutions
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ASSU R A N C E

Did You Receive SVOG Funds?
You Could Be Subject to a Single Audit
By Sean Kocan, CPA
HBK PRINCIPAL

hard hit by the Covid-19 pandemic. From
movie theaters to museums, many of those
venues were forced to close, to shutter
their operations.
In response to the economic havoc suffered
by many businesses and throughout entire
industries, the federal government enacted
such programs as the Paycheck Protection
Program (PPP) and Economic Injury Disaster
Loans (EIDL) to shore up businesses and keep
Americans employed while the pandemic
played out. The damage to the entertainment
industry was addressed by the Shuttered
Venue Operators Grants (SVOG) program,
which awarded nearly $16 billion in grants
of up to $10 million each to a total of more
than 21,000 applicants. The recipients are
all entertainment-related organizations, the
two largest recipient groups being operators
of entertainment venues: venue operators
and promoters, and live performing arts
organization operators. The program also
provided funding to talent representatives,
motion picture theater and museum
operators, and theatrical producers.
While applications are no longer being
accepted—the expiration date was August
20, 2021—those who received those federal

For many entertainment operators
who received SVOG funds, the
reporting requirements are
fairly uncomplicated, except for
organizations that expend more
than $750,00 in federal relief
funds in a fiscal year.
funds must report to the Small Business
Administration (SBA), which is administering
the program, on how those funds have been
or are being spent. For many entertainment
operators who received SVOG funds,
the reporting requirements are fairly
uncomplicated, except for organizations that
expend more than $750,00 in federal relief
funds in a fiscal year:
• Nonprofits will submit either a Single Audit
or a program-specific audit depending on
whether certain Covid-19 relief programs or
other federal funding has been expended.
• For-profit entities can utilize one of the
following options to meet SBA audit
requirements: (1) a Single Audit, (2) a
program-specific audit, (3) an audit of
the entity’s financial statements; or (4) a
compliance examination engagement.

When determining if your organization
has expended more than the $750,000 of
federal funding, it is important to consider
the date on the SVOG Notice of Award.
Expenditures cannot be included in years
that are prior to the date on the Notice
of Award, even if allowable expenditures
are used from these periods to satisfy the
grant requirements. This results in periods
having eligible SVOG expenditures prior
to the Notice of Award date being added
to the next eligible year. Additionally, any
EIDL funding will be included as federal
expenditures in the year received, even if the
funds were not used during the year. Finally,
any funding from the PPP will be excluded
from this calculation.

Key SVOG facts
As they are grants, SVOG funds don’t have to
be repaid if recipients adhere to the program
rules and requirements:
• T he funds must be used to pay for eligible
costs incurred during the year-and-tenmonth span of March 1, 2020, to December
31, 2021. Those receiving funds under the
Supplemental Phase have until June 30,
2022, to identify allowable expenditures.
• T he entity must have been in operation as
of February 29, 2020.

photo by Wes Hicks for Unsplash

O

perators of entertainment
venues have been particularly
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•A
 venue or promoter receiving a PPP loan on or
after December 27, 2020, will have the SVOG reduced
by the PPP loan amount, that is, will have to repay
the difference.
• S VOG funds can be used to cover costs the SBA
explains in its SVOG FAQ as eligible, allowable,
reasonable, and allocable (See https://www.sba.
gov/sites/default/files/2022-07/SBA%20SVOG%20
Post%20Award%20FAQs_FINAL-508.pdf). Generally,
approved costs are those that relate to operating your
business. Specifically, the SBA lists allowable costs as:
- Payroll costs
- P ayments to independent contractors (not to
exceed $100,000 in annual compensation
per contractor)
- Rent payments
- Utility payments
- S cheduled mortgage payments (not including
prepayment of principal)
- S cheduled debt payments (not including
prepayment of principal and in effect prior to
February 15, 2020)
- Worker protection expenses
- Payments to independent contractors
- Administrative
- State and local taxes and fees
- Operating leases in effect as of February 15, 2020
- Insurance payments

SVOG funds can be used to cover costs the
SBA explains in its SVOG FAQ as eligible,
allowable, reasonable, and allocable.
Generally, approved costs are those that
relate to operating your business.

-O
 rdinary and necessary business expenses,
including maintenance costs
-A
 dvertising, production, transportation and capital
expenditures related to producing a theatrical or
live performing arts production (may not be the
primary use of funds)

The audit
If your organization expends more than $750,000 in
federal relief funds in a fiscal year, you will be required
to have a Single Audit or a program-specific audit
performed by an independent CPA.
A Single Audit includes an audit of the non-federal
entity’s financial statements and a compliance audit,
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which is performed in accordance with
Uniform Guidance. Auditors use the Office
of Management and Budget’s Compliance
Supplement to perform the compliance
portion of the Single Audit. The auditor must
determine the requirements governing
the SVOG program by reviewing the
provisions of the award document and laws
and regulations referred to in the award
document and using “Part 7” of the Uniform
Guidance Compliance Supplement.
Due to the requirements involved in
performing the compliance audit, the
process can take several weeks to more
than a month to complete. As such, we
are encouraging our clients receiving
SVOG funds to go through the process of
determining if they meet the requirements,
and to reach out to their HBK professional
with questions about their calculations.
Should an audit be required, a best practice
to make the process efficient and successful
is to maintain adequate records. The SBA
requires SVOG recipients to thoroughly and
completely document all expenses they
will claim and to keep those records for at
least three years, four years for employment
records. Accurate records will also be key
to initiating the award closeout with the
SBA, which requires documenting SVOG
expenditures by budget category within 120
days after the end of the budget period.

Other things you can do to prepare for
your audit include:
• S et up the proper accounts and expense
codes within your accounting system to
reduce manual inputs and risk of error as
you track SVOG expenses.
• If you received any funding from the PPP,
EIDL, or other Covid-19 relief funds, allocate
expenses for each funding separately and
clearly so that you avoid any duplication.
• T ie your SVOG expense claims to a
particular year to avoid Single Audits in
multiple years.

• Do you have debt payments resulting from
refinancing during the SVOG expense
period? There is some flexibility and
nuance, but be sure the debt repayments
you claim are eligible.
• As always, keep up with the latest
FAQ guidance. As with most federal
programs, and in particular with Covid-19
relief programs, regulations and
requirements evolve.
A Single Audit can be intimidating, and
proper preparation will be key to completing it successfully. Bottom line: If you
received SVOG funds, consult with
your HBK representative as soon as
possible to determine if you have a Single
Audit requirement.

The SBA requires SVOG
recipients to thoroughly
and completely document
all expenses they will claim
and to keep those records
for at least three years—
four years for employment
records.
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Outside the Lines
Guest Article

An Excess of Risk:
Social Services and
Nonprofits in a
Pandemic World
Increased number of claim challenges in
the sector push for higher payouts
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E

mbezzlement. Molestation.

they can profit. “These attacks are always
evolving, making them difficult to prevent.”

Contracts, agreements, cyber exposures,
and more are all risks that social service and
nonprofit organizations face daily. Add to
those risks the usual suspects: fraud, EPL
exposures, even auto and property risks.
As pandemic-related issues begin to ease,
the social services and nonprofit space is
wondering what’s next and how long of a tail
pandemic-related claims will have.

The lack of prevention has impacted
coverage as well. “Capacity for cyber has
been reduced,” adds Geoghan. “Many
carriers that would have offered up to $10
million limits a couple of years ago will only
consider $5 million or less today.”

Catastrophic weather-related losses.

In a sector that is often hard hit by highpayout claims and settlements, parsing out
the most concerning exposures becomes
more challenging with a global pandemic
as an additional layer. Not that those
organizations need one more thing; there
are enough claim challenges in the sector
pushing payouts higher and increasing the
number of claims filed.

Exposures up close
Even as many experts are see claims rising
out of the pandemic, the majority of claim
trends are occurring in familiar territory. Rich
Skorupski, nonprofit practice leader for Risk
Strategies, has seen a few emerging trends
in the insurance realm.
“Cyber liability exposures and threats
continue to increase,” he says. “These
are particularly concerning to middlemarket and smaller nonprofits due to the
lack of budgetary resources and IT
expertise availability.”
That makes them an easy target, says
Richard T. Geoghan, director of specialty
lines for Irwin Siegel Agency. He says that
cyber thieves looking for ease of access will
seek out those organizations from which

“The threats to not only the
nonprofit sector but industry as
a whole are highly dynamic and
evolve regularly. The products
available are vast but matching
your insureds’ exposures to these
products is key.”
— Zachary Siegel, Business Development and
Distribution Executive, Irwin Siegel Agency
An area of concern that many agencies
face: molestation and abuse. Sara Bankert,
brokerage underwriting manager for Builders
& Tradesmen’s Insurance Services, Inc., says
that the legal landscape for such allegations
has shifted, creating larger exposures.
“Many states have reviewed and passed
‘look back window’ laws to override statute
of limitations restrictions, thus creating a
much longer tail for potential lawsuits to be
filed against an organization for acts that
may have taken place decades ago,” says
Bankert. “Given the increase in exposure
and potential expense to investigate claims,
many carriers have responded by limiting
coverage, or even removing themselves
from the market.”

Jennifer Johnston, Irwin Siegel Agency vice
president of underwriting and E&S division,
says that as a result, capacity in the market
“has been decreasing over the past few
years and continues to be a challenge.” She
adds that excess and surplus lines have
become a more viable market in the social
service and nonprofit agency arena.
“All carriers in this space are looking for
creative ways to continue to provide the
insurance coverage these agencies need
in a profitable way,” Johnston says. “The
more complex risks that may have claims
issues are faced with taking on more of
that risk themselves via self-insured
retentions.” She notes that some of the
more stressed classes of business are foster
care, at-risk youth, and one-on-one youth
mentoring organizations.
That’s causing carriers to tighten
requirements, says Bankert. “Today,
contracts, lease agreements, and grants f
or service organizations often require
extensive coverage to be in place and may
have specified coverage limits for errors
and omissions, as well as abuse and
molestation,” she says. “In some cases,
excess or umbrella liability is needed to
satisfy higher limit requirements.
However, nearly every business class in
the sector is feeling the impact of another
big driver of claims, large weather events.
“Obviously, the CAT storms have been
driving property claims,” says Karen Skiba,
assistant vice president of claims for Irwin
Siegel Agency. “However, throughout the
pandemic, property losses continued to
creep up. Some of the drivers of this were
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losses related to vacant buildings, as well
as increased activity, particularly fires and
related water damage stemming from more
activity in residential settings.”
Other issues are adding even more pressure
on the sector.

“Today, contracts, lease
agreements and grants for
service organizations often
require extensive coverage
to be in place and may have
specified coverage limits for
errors and omissions, as well
as abuse and molestations.”
— Sara Bankert, Brokerage Underwriting
Manager, Builders & Tradesmen’s
Insurance Services, Inc.

“Supply chain issues lingering from the
pandemic coupled with inflationary
pressures are becoming more concerning,”
says Zachary Siegel, Irwin Siegel Agency
business development and distribution
executive. “Delays in building materials and
the increased costs have caused a longer
tail, particularly on the property side. These
delays have larger impacts on business
income claims as insureds are out of the
property for longer than expected.”
Speaking of the pandemic: As the pandemicrelated restrictions lift, there are plenty of
residual risks created by COVID-19 that
many experts expect will reverberate
within the industry for at least the short
term. One of those areas is employment
practices liability. Skorupski says he has seen
“expanding exposure across all levels of
nonprofit entities. This has been exacerbated
by COVID through downsizing, virtual
workplace, and return-to-work initiatives.”
So, too, have auto exposures been
exacerbated, he adds. “Traditionally a
major loss exposure for nonprofit fleets
as a result of finding quality drivers and
turn-over issues in the midst of COVID
shutdowns, companies are now bringing
back employees who haven’t driven, in some
cases, for two years or more.”
That is if they can get the employees.
Skorupski says that yet another pandemicdriven issue is putting more exposure on the
nonprofit sector: staffing. “Staffing issues
continue to plague many nonprofits leading
to inadequate service levels and potential for
increased claims on professional and general
liability exposures.”

Insuring myriad risks
So how do social services or nonprofit
agencies mitigate their losses amid all the

risk exposures? Not easily, says Bankert.
“Overall, it has become more expensive
to pay or settle claims, which forces the
hands of many carriers to either tighten
underwriting, increase pricing/deductibles,
or ultimately remove themselves from
certain geographic areas or classes
of business.”
Moreover, she says, inflation-driven costs,
higher jury verdicts, and increased building
costs have exacerbated the situation.
“Overall feedback is that response times
for some carriers are now slower, and
underwriters are more closely evaluating the
information they are given,” Bankert adds.
As for the sector’s looming exposure that
continues to increase in severity, Bankert
says that “some carriers have reduced
limits available for abuse and molestation
coverage, or completely discontinued
working with youth organizations.”
The primary coverage still available is good,
says Skorupski, “although underwriting has
hardened, and actuarial integrity has been
in place for the last several years (losses
matter). Umbrella capacity has been reduced
across the nonprofit industry. Carriers are
continuing to try to minimize their exposure
to increased lawsuits by decreasing limits.”
Also, Skorupski is seeing much more scrutiny
from cyber underwriters as they seek to rein
in claims. “Dual authentication is a general
requirement on renewals and for new
business. Retentions have been increasing
as well.”
Still, Skorupski says there is activity in the
market. “Competition is heating up on new
business with carriers being aggressive on
new submissions while still seeking singledigit increases on renewals.”

Selling to the market
So is the competition to sell the products,
says Skorupski. Agents should be
“understanding past claims through trend
analysis and anticipating how the reopening
of programs is going to exacerbate these
historical claim trends.” He recommends
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“Staffing issues continue to plague many nonprofits leading to inadequate service levels
and potential for increased claims on professional and general liability exposures.”
— Rich Skorupski, Nonprofit Practice Leader, Risk Strategies
that agents and brokers work with clients to
kickstart risk management efforts “through
existing safety committees if they were in
place. We have found that these committees
became dormant during the pandemic.
Breathe life back into them sooner rather
than later and get ahead of the trends.
“Introduce the carrier representatives to the
insured on three levels—claims, loss control,
and underwriting,” Skorupski adds. “This
serves two purposes; the insured better
understands what resources the carrier
can provide, and it establishes both the
carrier and the insured as more than policy
numbers but as real people working toward
the same end.”
For Bankert, prevention is key. “Prevent
potential claims through providing sound
loss control and risk management advice,”
she says. “Carriers may provide access to
resources that will help, such as background
checks, sample waivers, or access to human
resources consultants (just as a
few examples).”
Agents need to understand, too, that
pandemic-related issues will linger, says
Skorupski. “Lingering COVID impacts on the
workplace will remain. How will a hybrid/

remote workforce affect compensation claims
(home exposure vs. working time)?” He says
cyber exposures will continue to be an issue,
as will ergonomic claims brought on by
remote work.
Geoghan says that agents and brokers
should “speak with your clients about cyber
claims. When an organization experiences
a cyber claim, time is of the essence. Their
cyber carrier should have a 24/7 incident
response team to help manage the immediate
response. If caught early enough, this can
significantly reduce the damage caused by
the incident.”
This means the agent or broker selling the
social service or nonprofit sector business
must wear many hats. Skorupski says that
in his experience and by what carriers
are saying, carriers are looking for market
specialization in the industry.

For more information:
Builders & Tradesmen’s
Insurance Services, Inc.
www.btisinc.com
Irwin Siegel Agency
www.siegelagency.com
Risk Strategies
www.risk-strategies.com

That’s a must, says Siegel. “The threats to
not only the nonprofit sector but industry
as a whole are highly dynamic and evolve
regularly. It’s imperative that brokers
understand the true exposures of their
insureds. The products available are vast but
matching your insureds’ exposures to these
products is key.”
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JAG Fund:
Supporting Brain Tumor Research,
Awareness, and Referrals
A Q&A with Johnathan Gingras, President of the JAG Fund,
and Shawn Garvin, HBK Manager
By Shawn Garvin
HBK MANAGER

Garvin. Give us a little background on the
JAG Fund, how it got started, and what your
goals are.
Gingras. We established the JAG Fund as a
charitable organization in 1989 after my brother
Joel died from a brain tumor. Our original goals
were to increase awareness of brain tumors
and raise money for brain tumor research.
As we grew, we began making connections
for people with brain tumors, their families,
and caregivers. At a local level, this was done
through a relationship with Dr. Steven Brem
of the University of Pennsylvania, and outside
of Philadelphia to the American Brain Tumor
Association (ABTA), which is in Chicago. Since
1989, we have sent more than $2.4 million to
the ABTA, which uses our donations to fund
critical brain tumor research. That organization
has established 35 medical fellowships in our
brother Joel’s name. As well, they established
the Joel Gingras Award to recognize individuals,
corporations, and doctors who go above and
beyond supporting the ABTA to find a cure for
brain tumors.
The JAG Fund’s goals are simple: raise money
to support brain tumor research, create
awareness of the disease, support individuals
and families affected by brain tumors, and
finally, celebrate my brother’s life.
Garvin. How is your organization structured?
Gingras. We have 28 board members, made up
of family members and friends.
We have no paid salaries. My wife Sandra does

all the behind-the-scenes operations, like
updating the website and communicating with
donors and board members. I have four other
siblings, and everyone is deeply involved in
some way: My brother Christian orchestrates
the tube float, one of our two big fundraisers;
Martha co-chairs the gala; Matt does video
production; Lisa is our graphic designer; and
my parents are administrators.
Garvin. What are your main sources of revenue?
Gingras. Our two major events every year are
the tube float down the Delaware River and
a black-tie gala that includes a silent auction.
Everyone who participates in the float is
responsible for generating funds by getting

Our two major events every year are the tube float down the Delaware River
and a black-tie gala with a silent auction. Everyone participating raises funds by
getting sponsors, making personal donations, and bringing in auction items.
sponsors, making personal donations, and
bringing in items for our silent auctions. We
have staged a variety of events over the years:
golf tournaments, cornhole tournaments,
horseshoe tournaments. We’ve also been
fortunate to have friends coordinate their own
fund-raising events with the JAG Fund as the
recipient of their donations. One event was a
Santa-crawl in New York City, with dozens of
Santa’s going into the bars along the route and
getting donations. Another friend who lost his
wife to a brain tumor runs a rowing tournament
that has generated $60,000 over four years.
Those are grass roots events tied to our family-
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In the early 1990s, the first year we generated more than $125,000, we learned that we had to have a professional audit
conducted. We were a bunch of kids with a bunch of friends trying to do something good in the world. We didn’t know we
would have this level of tax regulations to follow.
constantly by other organizations to make
donations, so it can be hard to keep asking
them for support.

Top: The Gingras family
Right: Joel Gingras

We make sure our events are always high end
with high entertainment value, so people want
to come back. We want everything we do to
be fun for our attendees, volunteers and board
members. We’ve always said that if it ceases
to be fun, we’ll stop doing it. Our initial golf
tournament was an example of that. It got so
big that it became too difficult to manage,
mainly because it was the same weekend as
the tube float. So, we cut it back to a smaller
group, which allowed us to focus on the tube
float. The good news is that keeping things fun
is not a challenge!
Garvin. There are many funds created in
honor of lost loved ones, but yours has grown
exponentially. How did it get so substantial?
Gingras. I’m one of six children. Joel was the
oldest and was 27 years old when he died.
When I started the JAG Fund, I was 25 years old
and my older sister, Lisa, was 26. We have three
younger siblings who were 14, 11, and 9 so they
weren’t involved in the organization. My friends
and I drove the Fund for the first ten years. Then
my youngest sister, Martha, got involved after
she graduated from college. Soon after that, my
brothers Christian and Matt got involved. This
started a new generation of participants and
leaders for the organization. They brought in a

whole new wave of friends and sponsors to
participate in our events.
So, to answer your question about how we
became so substantial, it is through a strong
family and an amazing group of friends. We’re
honored to be in the position of having a
core group of friends who embrace us and
consider us their charity of choice. We’re
blessed with the size of our family and a
tremendous group of friends who have given
us their shoulders to lean on.
Garvin. Why is it important to engage an
accounting firm with expertise in nonprofits?
Gingras. In the early 1990s, the first year we
generated more than $125,000, we learned
that we had to have a professional audit
conducted. We were a bunch of kids with a
bunch of friends trying to do something good
in the world. We didn’t know we would have
this level of tax regulations to follow. It wound
up costing us $10,000 dollars. At the time, we
just had an accountant who was doing our
taxes. I knew Mike Wolf as someone who had
the expertise we needed. He wasn’t with HBK
then, but they merged with HBK in November
of 2016, and their Nonprofit Solutions people
have been working with us since. That
industry specific expertise is critical. The last
thing we need is bad accounting, which could
lead to bad finances, which could lead to a
crippled organization.
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driven grass roots organization that for the
past 15 years has averaged raising more than
$100,000 a year.
Garvin. What are your biggest challenges to
raising revenue?
Gingras. Our silent auction is a massive
revenue generator. The challenge is getting
substantial prizes. Our sponsors over the
last 25 years have been mostly the same
people year in and year out. They get asked

Shawn Garvin
HBK Manager

S

hawn Garvin is a manager in HBK’s King of Prussia office
and has been with the firm since 2016. He has over 17 years
of experience in public accounting with focuses on restaurants
and bars, real estate, construction and with a niche in minor
league baseball.
Shawn can be reached at 215-628-8080 or by e-mail at
sgarvin@hbkcpa.com.

6603 Summit Drive
Canfield, OH 44406

JAG Fund:
Supporting Brain Tumor Research, Awareness, and Referrals

hbkcpa.com

CLIENT SPOTLIGHT

JAG Fund: Supporting Brain Tumor
Research, Awareness and Referrals
page 14

