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Speaker: Well thanks everybody for coming another week. I've been calling every day COVID the 
19th. Welcome back to Groundhog Day. Another COVID the 19th. If your practice is 
anything like ours, things are really, really interesting at the moment. That's one way to 
describe it. I plan to talk a little bit more about kind of where our practice is right now 
and share some thoughts with you that we're going to essentially try and do two things 
today. We won't be having any breakout rooms today. The first thing we're going to do 
is we've invited the honorable Erin Bradrick back to joining us. Hello Counsel.  

Speaker: I've never been called honorable before.  

I believe that. so we're going to, we're going to do this welcome. We're going to do our 
traditional polls, see where people are. There've been some changes for Social Good 
Fund. So I'm sure our data will be changing then we're going to be speaking for a few 
minutes with Erin. This is a topic that's come up a bunch for us and I'm sure it's come up 
a bunch for other practices about people, projects that want to give people money in 
this disaster relief time. And we're going to get a little bit of guidance from Erin around 
that. And then we're going to move into sort of the bulk of what I hope we can talk 
about today is implementing the PPP or the P3 as I call it and how we're making 
decisions in the face of all this uncertainty. And then a wrap up and closing. George had 
sent us a couple of great suggestions for topics time allowing. I want to raise what those 
are and then get your feedback on them and then we'll be planning for the next session. 
So does that seem okay to folks? Yeah. Thank you. Okay. So, Andrew, you want to get us 
started on the polls? 

[POLLS CONDUCTED] 

Speaker: All right, so a lot more seem to have received money, right? Yes. Since last week.  

Speaker: Yeah, we were at about, I think 15%, 10% last week.  

Speaker: All right, so the question number three, the 23% of you who are clear on the guidelines 
for loan forgiveness – we're going to ask you to speak up when we get to the bulk of our 
conversation here. 50% of us “maybe, but we have a lot of questions”. I'll admit it, right 
from the start that, that's me. But perhaps there's something we're missing. So 
interesting to see question number four, this is good to see. 70% are not currently 
considering reductions in staff. Of course staff of fiscal sponsors, which is great. And I 
don't know what 8% represents or 16 8%. Does he, do you have a count there, Andrew?  

Speaker: Yes. 15% is four.  

Speaker: Okay, so about two maybe. Let's see. About half are seeing no change in inquiries and 
40 some odd percent. And again about two are seeing a decrease. And I wonder if that 
doesn't have something to do with a content area that those practices focused on. I 
think that's possible, but I think the takeaway today is that people are starting to receive 
money. So the rubber is hitting the road as they say. That's exactly where we are. I'll talk 



 

more about that in a little bit. Thanks George, all the questions at once is easy and good. 
Thank you for that. We'll do that next time – we'll continue doing that. Any other 
observations, questions, comments about that data? Someone wants to unmute 
themselves, jump in. You've got a burning thing to say? 

Speaker: Nope. Okay. Cool. And we'll come back to this topic. Alright. So, without further ado, 
Erin please unmute yourself. So, the question to Erin that we posed was we're getting a 
lot of requests from projects to be able to give money directly to people in, in normal 
times. This is something that nonprofits generally don't do because of complicated 
tracking requirements. And I think it's just seen as sort of ethically kind of questionable 
for a nonprofit to do that so most avoid it. I know we've avoided letting projects do that 
and most nonprofits do avoid that. This is a time of disaster relief. We've relaxed our 
practice around this. and I'm, I'm guessing a bunch of people also are interested in this 
topic, so Erin, go for it. 

Speaker: Thank you for inviting me back. I'll take that as a good sign that I didn't totally blow it 
last time. But it's great to be here with all of you again and great to see the results of 
some of those polls too. And just to see that many of you are really making it through 
this really challenging period.  

So we're getting this question a lot from a bunch of our clients and from inquiries as 
well. And just seeing it pop up way more often than usual. I will just caveat that while 
we don't see a ton of nonprofits that do give directly in terms of financial assistance to 
individuals, there are actually quite a few that do. So, you think of direct service 
organizations, domestic violence shelters, homeless shelters organizations that are 
providing counseling services. Often, we'll provide direct assistance in the form of the 
goods. 

 So food, sometimes like a food pantry for example, perfect example. Or sometimes 
when they're providing a service to other individuals, we'll provide like bus pass or 
transportation benefits or grocery gift cards, right? So it is something that we do see 
organizations do quite frequently, actually just particular types of organizations are 
usually doing it. And what we're seeing that's different now is that organizations that 
don't traditionally do direct individual giving are now looking at whether they can. So, it 
is kind of a broader practice than what we would normally see, but there's nothing 
inherently problematic about it. So just to kind of lay that out there. So I'm going to 
touch on kind of three different things. The first is can you do it, right? We'll talk about 
that a little more. Then the next is how do you do it? And we'll talk about some 
practices, procedures around it. 

 And then the third is Oliver mentioned is the documenting of doing it and the record 
keeping and it is a little bit onerous. So I think that is one thing that comes into play 
when organizations are considering whether and how so on the Kenya question, and the 
answer is definitely yes. So 501(c)3s in general can give directly either in in kind 
assistance or in financial assistance to individuals. in the case of a fiscal sponsor, you 
could do it either directly. So through your model A projects or indirectly through a 
grant to a model C project that then gives to individuals, right. And either would 
generally be okay for 501(c)3 subject to a few conditions. And the first is that that giving 



 

needs to be consistent with your mission as an organization. Right? So looking again at 
what your specific purposes are as an organization. 

 In our experience, most fiscal sponsors have rather broad purposes, but not always. 
Sometimes you're specifically focused on the arts or another specific space. And if that 
is the case in terms of what purposes are stated in your articles or your bylaws, you still 
need to operate within those more specific purposes. And all the assets you have are 
considered to be held in charitable trust to be used for those purposes. So that 
restriction doesn't go away. Even in the case of a disaster emergency situation like this 
right now. So that's one caveat. The second is even if it's mission consistent for you to 
be giving directly to individuals, you need to ensure that you're benefiting what refer to 
as a charitable class. And so this is the idea that you're serving somebody that we think 
it's worthwhile for C3 to serve, right? And we don't allow C3 as we talked about this a 
little bit last time to generally serve for profit businesses, right? 

 Not a charitable class. Individuals can be members of a charitable class, but they aren't 
necessarily members of a charitable class. And I'm sure you can think of all sorts of 
situations where an individual wouldn't necessarily be worthy of in the way that we 
classify it, you know, receiving assistance from the 501(c)3 or charitable assistance. The 
idea with the charitable class is that it needs to be sufficiently large, number one, that 
you're not benefiting just a small number of individuals. I'm for it. There's no definitive 
cutoff in terms of X number of people is sufficient. But the general idea is that you 
shouldn't be able to like identify them by name to be a large enough class that it's 
constituting some sort of public benefit and isn't providing an inappropriate benefit just 
to a small subset of the public. 

 In the, in the context of disaster relief. Well, I should back up in the context of a model A 
fiscal sponsor, you would probably look across the entire organization to determine 
whether the organization was serving charitable, a charitable class, a sufficiently large 
charitable class. But I know that in reality, the way our model A projects typically 
operate, it's probably going to be a little bit easier to look project by project in terms of 
individual giving. and you're probably going to make sense from a practical perspective 
to ensure that each individual project that wants to do individual giving has a sufficiently 
broad enough and large enough charitable class that it's serving as a project and it's 
probably going to be the easiest way to implement that requirement. The other thing to 
note there is that donors cannot take a deduction for contributions that they make that 
are earmarked to go to a specific individual. 

 So we see it as sometimes in the case of like a tragic accident where a local firefighter is 
hurt and his family or her family perhaps, and somebody's donor wants to give for 
money to go to that family. One family is not going to be a sufficiently large enough 
charitable class and any donations that were made to a 501(c)3 to be redistributed to a 
single identified individual or family wouldn't be deductible charitable contributions. 
They're basically treated as contributions directly to that individual. It's important to 
keep in mind here and important to educate your projects on that you can't be taking in 
money and then just acting as a conduit to get it out to specific named individuals. 
That's different though than taking in donations that are meant to go out to a broad 



 

enough class of unidentified individuals in terms of who constitutes a charitable class in 
general. 

 It's a little bit different in the case of a declared disaster like we have right now. The 
problem is that most of the guidance we have contemplates a natural disaster, not 
necessarily the type of disaster we're seeing right now with the pandemic and the 
financial crisis that is leading to. And so when you think of like a natural disaster, there's 
guidance that says immediately following the disaster, pretty much everyone who needs 
basic necessities, who's been affected by the disaster can be considered part of the 
charitable class, right? So the Red Cross can give out blankets after a natural disaster to 
anybody who's been impacted. They don't have to assess financial need or hardship 
when they're doing that. They can provide food to anybody who's lacking food or 
shelter. So the same is going to be the case here. The problem is that at some point 
when it's no longer like an immediate basic need that you're meeting, then there is a 
requirement that you actually assess some sort of financial hardship and need from the 
individuals that you're serving in order for them to be considered part of a charitable 
class. 

 I think given the situation that we're in now, and given that the pandemic has gone on 
now for a period of time, we're probably mostly in that space of organizations having an 
obligation to ensure some sort of hardship and financial need before they provide 
assistance directly to individuals. Right. So that means you have to have a process in 
place, right? So say you have a project that wants to do individual giving, what sort of 
process are you going to put in place to allow that to happen? The first is going to be 
establishing clear and objective criteria for determining who is eligible to receive 
assistant. Right? So, I was just mentioning that you have to have probably at some point 
now figure out some sort of neediness, financial hardship, could be unemployment 
status before you can decide that somebody is a member of a charitable class and 
deserving of direct assistance from a 501(c)3 right now. 

 So how are you going to assess that need, what criteria you're going to use, what 
information are you going to gather and how are you practically going to go about 
gathering that? Right? And obviously the process that you implement might also depend 
on the nature of the aid you're providing. If you're handing out $20 gift cards to a 
grocery store and you're handing it out to a large number of people, you're probably 
going to use a very different process than if you're making a $5,000 grant of cash to a 
small number of people. Right? So obviously there's some proportionality that can come 
into play here in terms of what information you gathered to assess eligibility. But there 
should be some sort of clear objective criteria. Also thinking through what happens if 
you get more requests for assistance, then you can meet, right? So say you have these 
objective criteria, but you end up with a thousand people that meet the criteria and you 
only have the ability to serve 500 of them. 

 How are you going to decide which 500 of the thousand, right? So, some sort of written 
down clear process for determining who's eligible and then who gets the aid for the 
assistance. Similarly for determining and for your projects to determine what type of 
assistance they can provide. Right? So. are they going to be providing diapers and in 
kind assistance or are they going to be providing, you know, pure cash? Are they going 



 

to be providing gift cards? I know a lot of our clients have decided to go the route of gift 
cards. Just from a financial controls perspective, they need to be treated just like cash 
from kind of an auditing/financial controls, internal risk management perspective. But 
they do provide some sort of assurance that they will be used for the particular purpose 
for which the assistance is being provided. 

 Whereas with cash you don't necessarily have that same type of reassurance. But of 
course gift cards are far more restrictive in terms of how they can be used by the 
individual recipient. So there's a kind of weighing of the pros and cons, but a lot of our 
clients are doing right now when they're thinking about how to best help the 
communities that they serve, often it makes sense to establish some sort of 
independent selection committee. So some sort of independent individuals, it doesn't 
necessarily need to be, you know, a whole formal committee of outsiders that weren't 
previously involved with the organization. But some individuals that are identified as 
being tasked with making the decisions about who receives eligibility. And again, there's 
going to be some proportionality most likely. So if you're making very large grants to a 
small number of individuals, then that committee is probably going to be more robust 
and more formal. 

 If you're making small distributions to a large number of individuals, then it may be the 
project director and maybe one other staff member or maybe an advisor from the core 
staff of the fiscal sponsor that kind of confers with the project director about the 
process. So it could look different in different situations, but some sort of identified 
decision maker with respect to how and to whom the aid goes out to.  

Well, let's see, what else? The other thing to keep in mind here is that you cannot 
violate any of the rules that address conflicts of interest in this process. Great. So they're 
kind of high level overarching consideration for all 501(c)3s. Anytime you're engaging in 
any sort of activity or using any of the organization's assets is ensuring no prohibited 
private benefit. So this is the idea that you can provide a benefit to any entity or 
individual that is more than incidental, both quantitatively and qualitatively to 
furthering the exempt purposes of the organization. 

 So in non-lawyer English, it basically means when you're giving something to somebody, 
you need to make sure the reason you're giving it is entirely related to furthering your 
exempt purposes. And if it's benefiting that entity or individual, it needs to just be a side 
product, a byproduct of the ultimate charitable purpose. So when you're giving to a 
charitable member of a charitable class, I think that's pretty obvious. When you start 
giving to people who maybe don't necessarily have demonstrated financial need, then 
you start to get more concerns around the private benefit issues that need to be 
navigating those more closely. But then a step further down the conflict of interest rules 
considerations, you also need to make sure you're not benefiting insiders of the 
organization. So this comes down to, again having independent selection committee 
individuals having some oversight over the process and ensuring that there's checks and 
balances in place so that it's less likely that there could be abuses that take place in the 
case of individual giving. 



 

 When we talk about giving money out to individuals, I think as all of us hinted at, I don't 
know that it's an ethical issue so much, but I think that there is risk of abuse that comes 
up much more so than perhaps if you're making a grant to another 501(c)3. And so I 
think that the important part here is to make sure you have established and well 
documented processes and procedures in place in advance that think through these 
things from a risk management perspective to make sure that when you actually do 
implement the individual giving, there's clear steps to follow and clear guidelines to 
follow. And making sure no insiders of the project or of the fiscal sponsor are benefiting 
from these distributions will be really important. Right? Obviously would be problematic 
if it came out that all of the donations were going out to family members of the project 
director. 

 So I'm thinking through these things and then we get into documentation, but we do 
have guidance from the IRS about what documents you need to keep when you are 
giving to individuals. And again, these requirements come from that concern I was just 
mentioning about the potential for abuse when you are giving directly to individuals. So 
the requirement, the list from the IRS that we have of the information you do need to 
keep is a description of the assistance that was provided, the costs associated with 
providing the assistance. So those are going to be all in cost, right? You might need to 
track employee time spent on it, overhead proportion. And it might be goods or it might 
be cash or gift cards depending on what you're giving out. The purpose for which the aid 
was given the criteria, the objective criteria that were used to decide who was eligible 
for assistance. 

 The process by which recipients were selected, the name, address and amount that was 
distributed to each recipient. Now on this one, there is some guidance providing that it's 
a proportional requirement, right? So if you're giving small amounts, for example, out to 
everybody at a soup kitchen, you're giving, you know, $20 gift cards, you're not going to 
need to track the name, address and amount distributed to each individual. But as the 
amount goes up, when as the number of recipients goes down, then this requirement 
starts to kick in and the record keeping requirements go up. You also have to track any 
relationship between a recipient and the officers, directors or key employees of the 
organization or substantial contributors to the organization. So this goes back to the 
conflict of interest considerations that we were just discussing. And then if there is a 
selection committee that was approving the assistance, you also need to describe how 
that committee is composed. 

 Basically have information in the record about who was making the decisions. we've 
seen some fiscal sponsors, we've actually drafted for some of our fiscal sponsor clients 
organizational policies around individual giving and I think particularly from model a 
sponsors really important to make sure you have an organization wide policy that 
explains to all of your projects what the expectations are, what the requirements are 
from both a legal perspective, a record keeping perspective and then just a practical 
procedural perspective if they do want to give to individuals. I think setting that out in 
advance will save a lot of headaches particularly given the decentralized nature of a 
fiscal sponsorship and the projects that are fiscally sponsored. And then the other thing 
I'll just note is that you should absolutely confer with your return preparer and 
accountant in advance of doing an individual giving because I just went through a list of 



 

some of the record keeping requirements, but there is a requirement that you need to 
report. 

 I was going to see if I could share my screen. Let's see. Oh Nope. Disabled. So schedule I 
to the Form 990 is where you report all of your donations and grants and assistance 
provided to individuals. And it's a whole long spreadsheet where you list the recipients 
and a bunch of additional information. So I'd recommend taking a look at that schedule I 
in advance and also making sure that you talk in advance with your return preparer and 
accountant to make sure you're properly accounting for any gifts to individuals and that 
you're making sure you're keeping the record you need to keep in order to properly fill 
out your 990 at the time you need to. So that's an overview of the basics. I saw a few 
comments in here that of course, depending on the type of information that you're 
gathering and the type of assistance that you're providing and the type of activities that 
your projects engage in, there could be a whole lot more nuance to what information 
you need to obtain or track or record. So I saw it especially mentioned like HIPAA 
requirements. And so if you're gathering, for example, health information from 
recipients, you're absolutely going to be subject to additional requirements under HIPAA 
and of course just general data privacy concerns and data protection concerns that 
would apply to any data you're collecting from individuals. I'm happy to answer 
questions if there are any. 

Speaker: There was a question here Erin, about is the list of the same for gifts outside of the US? 

Speaker: Hm, that's a good question. I am not certain on that. I mean the rules that apply to 
501(c)3 are generally from a tax exemption perspective. So the things I was just 
discussing will definitely still apply. Even if you're giving to foreign individuals, there is 
separate reporting on the 990 that applies to foreign grants and aid to foreign 
individuals. So you'll need to make sure you're compliant with any additional record 
keeping tracking requirements for that. But then there may also be additional laws 
about sending money overseas that I'm not familiar with. So I would definitely 
recommend conferring with someone knowledgeable on those requirements. Of course, 
you're still going to have all the antiterrorism requirements that apply as well, and 
ensuring you're checking appropriate anti-terrorism lists and checking procedures as 
you would with any grant that's made abroad. 

Speaker: Can a charitable class include or solely be comprised of undocumented folks, especially 
if the aid is above $600? 

Speaker: Yeah, we've done that question before. So by virtue of being an undocumented 
individual, you are not necessarily a member of charitable class, right? The IRS has never 
recognized undocumented individuals as a charitable class in and of themselves. That 
said, I think that many individuals who are in the country and without documentation 
probably do fall into a charitable class on other grounds. Right? So if they are needy, 
unemployed, unable to access financial assistance from other traditional sources if 
they're children, certainly then they do probably fall within a charitable class. Right. So 
the issue here is like if you had a very wealthy undocumented immigrant, they wouldn't 
necessarily be a member of a charitable class just by virtue of their immigration status. 
So as long as you're looking at the other criteria, it probably will work. The nuance here 



 

is that 501(c)3s are not permitted to engage in activities that are illegal or contrary to 
established public policy. 

 So the IRS is not in the business of no applying or making the laws. They're not going to 
make something illegal that isn't illegal. But the rules that apply around providing 
assistance to the criminal rules that apply around providing assistance to undocumented 
individuals and if you violate those, theoretically it would not be consistent with 
operating as a 501(c)3. We have not seen the IRS take a lot of action around this, but it's 
something that we do end up discussing with our clients that are providing a lot of 
assistance to undocumented individuals. Most of our clients decide to take that risk 
anyway. but it's something that's worth looking into a bit further, if that's going to be a 
major part of your overall activities. 

Speaker: Couple of questions here about projects who reach out, find out about all of these 
documentation requirements, blah, blah, blah. They decide that they want to accept 
non-charitable money and disperse it, is there a risk for the sponsor to allow that to 
happen? 

Speaker:  Non-charitable money. So we're talking about model A projects? 

Speaker: Yeah. 

Speaker: So you mean like earned revenue? 

Speaker: So I think what the question is really here as a project says, okay, so we're not going to 
run it through you. Essentially we're going to set up a gofundme over here and you 
know and then disperse those funds. I know what I would say to that! 

Speaker: So when you have a model A project, there is no, “not through you,” right? Like the 
model A project is entirely the fiscal sponsor’s responsibility. If the same individuals 
associated with the model A project want to go do something else in their individual 
capacity, they legally have the right to do that subject to the terms of your fiscal 
sponsorship agreement. But you as fiscal sponsor should actually enforce all of your 
rights under the fiscal sponsorship agreement in terms of making sure they're not 
identifying it, using the same name as the project or your name as fiscal sponsor. 
They're not using your EIN. They're making very clear that this is something they're 
doing in their individual capacities. You should not be touching those monies. You 
should not be reporting them as yours if it's not your activity. Right? Otherwise, 
anything they want to do actually through the model A project, it needs to be the fiscal 
sponsor actually owning that as the fiscal sponsors activity. And those funds need to be 
properly transferred through and use by and overseen by the fiscal sponsor and then 
reported appropriately. Model Cs, a little different, right? Because a model C projects as 
independent legal entities or individuals can choose to engage in additional activities 
that are not it using the fiscal sponsors, grants, grant funds, and would generally have 
the ability to do that in their own capacity. 



 

Speaker: Great. So we got more questions coming at us, Erin. Okay. So are there any concerns 
with defining eligibility around criteria related to race, gender, religion, orientation for 
example, a fund for black trans individuals in financial need or queer Muslim individuals 
in financial need. Are there concerns about requiring people to answer these questions 
on an application form? 

Speaker: There may be. So, it's worth talking with an attorney other than me who has knowledge 
about the anti-discrimination laws at the local, state and federal levels to make sure that 
the way you're framing a and how you're defining eligibility doesn't inadvertently violate 
any of the laws that affect anti-discrimination activities. So, we've seen this come up a 
few times. It's a little bit outside of our practice area, but I will say that generally when 
you're doing it to direct aid to an underserved or traditionally or historically 
underserved community it tends to not be as problematic under the laws, but it's worth 
just double checking and making sure you get a solid answer from somebody 
knowledgeable in that space. 

Speaker: Yeah, this is something we're definitely facing. You know, a lot of identity based projects 
who really want to help their stakeholders. So I'm the recipient of cash assistance, the 
money to them is considered taxable. Is it not? 

Speaker: And you, it depends. Usually it's a gift, right? So it might depend on the amount but, and 
you're usually not contracting with them for services. You're usually not paying them to 
provide you something of value. So assuming it's a small enough amount is probably 
going to be constituting a gift, but worth talking with your accountant to make sure that 
you're properly documenting and reporting any amount you're distributing. And if 
there's a situation where you do need to report it as a taxable payment to an individual, 
you'll probably want to give them a heads up in advance that you'll be documenting as 
such. 

Speaker: Okay. and I think this will be our last question maybe. What about employers wanting to 
give directly to laid off employees? Does it change if the funds come from a grant to 
specifically support employees laid off from a particular sector or employer? 

Speaker: So there's a lot of nuance here. So there are specific rules about disaster giving to 
individuals who are employees, right. So it depends on whether you're talking about 
your own laid off employees, but I don't think that that's what the question is asking. 
You can set up employee assistance funds, particularly in response to an emergency. So 
for example, an employer who has laid off a bunch of its employees or who wants to 
provide assistance to its current employees in response to a disaster could come to a 
fiscal sponsor and say we want to set up a grant making project, or we want to set up a 
donor advised fund that was going to provide assistance to our employees in light of the 
current hardship. Generally that would be problematic. But under special guidance from 
the IRS around disaster giving, we have clarity but that can be done as long as certain 
criteria are met. 

Speaker: So for example, with a donor advised fund, the rules usually prohibit distributions from 
a donor advised fund to individuals. But we have guidance that in the case of an 
employee assistance fund after disaster, that prohibition doesn't apply. So you could set 



 

up a DAF to provide where the employer funds the DAF and you as DAF sponsor make 
distributions out to individual employees or former employees of that employer. You 
have to have some independence in selecting the recipients. The class has to be large 
enough to constitute a charitable class, which generally means it's probably has to be an 
ongoing employee assistance fund for anybody impacted by future disasters as well, not 
this one particular disaster. So the bottom line is yes, there are ways in which you can 
provide assistance to employees of a specific employer in response to a disaster 
situation. But there's nuance and specific requirements and I'm happy to share 
resources on that if that would be helpful. 

Speaker: Fascinating. And as usual, not that straightforward. 

Speaker: One more before we let you go is, is there an amount in a gift that triggers the necessity 
of more reporting? Is it like, is it a number, is it a percentage of a pool? Is it, is there any 
sort of way to, or to just like a finger in the air. 

Speaker: It's not a finger in the air. There is a little bit more clarity in the regs, but it's not a like a 
bright line number amount. So I'll have to find the actual guidance from the IRS and 
share that out as a resource about the reporting requirements specifically, but it's not a 
bright line like amount. 

Speaker: Got it. Okay. Thanks. There is a de minimus exception but it isn't defined. Okay. So one 
last question and then we'll let you go, Erin. In terms of the regulating authority here, 
like to make sure you're doing your individual giving out to individuals and adhering to 
all of the regulations and whatnot. What really is the exposure for a nonprofit? Is it the 
IRS doing an audit? Like who's paying attention? What could happen? 

Speaker: Yeah, so always potential of an IRS audit. Right. And including what you report on your 
990 next year. So we know now that the IRS is moving to data-driven audit practices, 
but they won't tell us what data they're actually flagging or what criteria they're using 
when they do this data driven analysis. But all the 990s are being filed electronically and 
being machine read. So we know that they've identified somethings that raise red flags 
that then trigger a human being to actually look at the 990. I would assume that 
reporting sudden significant and large amounts of individual assistance could generally 
be something that could flag additional review. That said, I'm also expecting that in 2020 
we're going to see a huge number of charities that hadn't previously done individual 
giving that are going to. So I'm not sure that it inherently will elevate the risk of an IRS 
audit in this current circumstance. 

 But of course if there are inconsistencies or if you don't report the information you're 
required to report, that could always increase the risk. The Attorney General also has 
oversight responsibility for the use of charitable assets in California. Most of their audit 
practices are complaint driven. and what we've heard informally from representatives in 
the office is that usually they need to receive a number of complaints about a 
substantial amount of money before they're really going to start dedicating significant 
resources. So I wouldn't necessarily expect a whole bunch of random Attorney General 
audits, but if there was a concern that there was misuse then absolutely if you're doing 
an external independent audit, including if you're subject to the requirement under the 



 

nonprofit integrity act, but $2 million threshold and the auditor found inconsistencies or 
concerns in your practices around individual giving, they could report a finding and 
those audits become publicly available. There were filed with the Attorney General as 
well. So there's always a risk of like a journalist looking into practices as well. based on 
publicly available information. I say for most of our clients, the PR risk is usually higher 
than the a regulatory agency audit risk. 

Speaker: All right. Fantastic. Erin, thank you so much. As usual, super useful, super clear. We can't 
thank you enough. Thank you. 

Speaker: Thanks for having me. I'll try to put some resources into the chat function here over the 
next rest of the period. 

Speaker: Okay. And I also provided links in the chat to the actual IRS guidance. so that should be 
helpful to people. Okay. Wow. Great. How many of you want to go do this now? Alright, 
so we're going  

Speaker: You can do it. You can do it. It’s not that hard. 

Speaker: It'll be interesting to see kind of, I mean everyone's improvising right now. You know, 
everyone is improvising right now. IRS is improvising, everyone is. So we'll find out. 
Hopefully there will be a recognition of the unprecedented times and there'll be a 
reasonable response from the regulating authorities. And I know that we're, we all 
operate above board and in good faith, so I'm not too worried about it. But the thing is, 
is I think the high level message is: Document, document. 

 Okay. moving on. So turning the page here to the P3 loan program. Okay. And the 
rubber hitting the road. Our intention today was to sort of surface some issues, say 
where we're at with it, and then kind of open it up for other people to say where they're 
at, what they're struggling with. Remember, a big part of why we're doing this is just to 
decrease the feeling of isolation and that you're in, you're not in this alone. We do our 
best to try and give practical information and answer your questions, but we'll see how 
we can do with the next 15 minutes. So I'll get it started. And then I would love for other 
people to also share where they are at. So on Friday, last Friday at like 4:00 PM, Social 
Good Fund, received our PPP loan, which was wonderful timing. 

 So we got our team together and started talking about it. We got a few hours into the 
conversation and, and so I can tell you from my experience at least that speaking about 
the P three loan in theory is really different. Then people speaking about it in reality, 
once you've received that money and now you need to really figure it out. And the 
complexity, there seems to be no decision that can be made in isolation. That it is like a 
house of cards. especially if you have a sort of large and dynamic practice. We have 
several hundred model A projects. We know how many model A projects we have, we 
have about 70 model A projects with employees which amounts to about 250 
employees. And each one of these projects has a different need, is run by a different 
person who is interpreting the information in a different way and we're trying to find a 
one size fits all kind of solution. 



 

 I will say for us that probably the most important consideration that we've been 
meeting about and talking about is the idea of the loan forgiveness. That the guidance 
on this is so poor at the moment as to leave us nervous about allowing all of this money 
to fly out the door in the case that the IRS, sorry, the SBA or the lenders who themselves 
do have a lot of say in how this thing happened. What kind of tests they put on to 
determine what your need was? There is a certain reading of it right now, which 
basically says, if you spend it on certain costs, it should be forgiven. But what if a project 
has five months of salary in reserve right now? Do they have need? Do they have 
demonstrated need? 

 Right? And they're asking us for it. What if we force the return of employees and those 
people get laid off again. They're now have consequences with their own 
unemployment. And it's, it's taking the decision making away from the project 
themselves. About what strategic decision they want to make about their own activities 
to achieve their own mission. So for example, it would be perfectly reasonable for a 
well-funded project with three months of salary reserved to say we're hibernating. 
We're not going to spend another dime until we come out the other end of this. Well, if 
we forced the return of their employees and it turns out that that money isn't forgiven, 
then they've just spent that money and we've taken that strategic decision away from 
them. So it gets very, very complicated, very, very quickly. 

 The other idea is how you actually think about the money. So the way we think about it 
is it's a loan. It is a loan until it is forgiven. And then we're going to call it a grant. And 
projects who are anticipating borrowing this money have to be aware that that might 
not be forgiven. And if it's not, they're going to have to pay for them. So what do you 
do? Number one, if they don't have the money to pay for it? Number two, who do you 
allow? Where does the decision-making lie? Of course, Erin's going to tell us model A, 
it's us. We get to make that decision. We all know that, but it's not actually quite that 
simple. So, we think we have a strategy for implementation. There are lots of questions 
about the eight-week period. 

 We've been reading some smart articles about aligning your eight week period with the 
start of a pay period. For us, we happen to get the money on Friday. Beginning of a pay 
period was May 1st. So it does kind of align, but it doesn't, a lot day weeks don't align 
with our pay period. So we're going to be taking on costs to run extra payrolls to make 
sure that we're aligned. So we've sent out a big communication to our projects. Mostly 
projects are very thankful. We were nervous about what projects would respond with. 
Mostly they're just really thankful that we're thinking of them and we've gone out and 
gotten this money. Now they're going to have to make some choices too about do they 
want to take the money given the uncertainty about the forgiveness aspect of it. 

 We're hosting a series of webinars starting today and running through the end of the 
week so that every project can come and sit and hear from us about how we're planning 
to do this. And then we've opened up our calendars for all of the projects to have one 
on one time with us to discuss their specific needs. So is our approach. But in general, 
our approach is -- this is a loan. You need to understand that this is a loan, that there is a 
potential that it will not be forgiven. And if that is the case, we can't front all of that 
money. So we're going to try and we're basically going to be encumbering project 



 

money equal to the amount of PPP assistance that they get. And then once it's forgiven, 
it’ll be there. 

 It'll be as if they haven't spent any money on those eligible line items. I hope that makes 
sense. So that's where we're at with it. We're spending incredible amounts of brain 
power and hours trying to figure this out. I mean at some point it's going to be a wash, 
you know, the amount of hours we put into trying to understand it and implement it, it's 
going to be close to the amount of the grant we've gotten or the loan we've gotten. 
Anyway, that's where we are. I just wanted to share where we are and I'm hoping that 
you will share where you are. You are not in this alone. If people do think they have a 
really more solid understanding about the forgiveness you know, I'd love to hear about 
that. Love to hear where your program is at. So if someone would like to unmute 
themselves and share, I'll stop talking. 

 Yeah, if you don't unmute yourselves, I'm just going to keep talking.  

Speaker: Let me ask you this, Oliver: You mentioned you've done some communication to your 
projects. Is there any of that that you all would be comfortable sharing with this group 
or in part or an outline of it or something like that? Just if people are struggling with 
that.  

Speaker: Yeah, I think we'd be willing to share that. I can't guarantee results on it though. You 
know, it's just sort of our way of thinking about it and it's our voice about how we 
communicate with our projects. If folks could benefit from that, absolutely. We can 
share that. And we'll come up with a version of that that we can give to you, Andrew, 
and you could have up on your COVID page.  

Speaker: That'd be great. Thanks.  

Speaker: Someone want to talk about where they're at. You've received the money, you're 
figuring it out now. Where are you at with it? 

Speaker: Okay. I'm a little confused about can we, I want to find out if, when we got the loan, if it 
doesn't allow align with pay periods, do we prorate? But I'll figure that out with an 
excellent consultant we have that I'm thankful that we're working with right now. The 
other thing I wanted to share, and we only have one strictly model A client, We're an 
arts organization. We do mostly model B, which is everything, but we are all in model C 
and we had a I had a conversation with them and just said that the best way I think to 
go about this is that we just do business as usual until it is actually forgiven at which 
point they will get the grant. And then much of what they do is funded by one public 
grant. And so I just also wanted to make sure that they were in tight communications 
with their grantor so that they wouldn't get dinged in any way for all of a sudden not 
having to spend this money on payroll and wanting to make sure that they were able to 
reallocate their funds to programmatic activity. So that communication is all open and 
and so they're bearing the risk with us, so to speak. So that when it's all forgiven, if it is, 
because you never know. Right. Even though I feel like I'm clear on the criteria, I won't, I 



 

won't count those chickens to they’ve hatched. and either will they, so that's how we're 
going about it. 

Speaker: Yeah. And don't forget that the federal payroll tax is not covered by the law. So there 
are inherent expenses to taking the money. Thank you. 

Speaker: So we had a question you were asking about sort of prorating the pay period. So we 
asked our bank and then also the accounting firm that does our audit about the accrued 
expenses versus the, the cash expenses that one has. So for instance, if you're paying 
rent monthly, that's not necessarily a problem, but if you pay rent annually and it just 
happens to fall in those eight weeks, what do you do about that? Right. And the same 
with payroll as you're saying. So the accounting firm said it wasn't, and also said we 
should assume that we're talking about any expenses that fall within those eight weeks. 
So even like actual expensive. So even if we're paying a month, a year's worth of rent 
during those eight weeks, that's an expense that is covered for those by that loan in part 
because the loan is there to help us during these next eight weeks to help cover our 
financials.  

And then we went back to the bank and said, what do you think about this? And they 
were like, yeah, we don't know either. It's good that you asked your accounting firm. So 
I just want to throw that out there that it seems unclear. The bank didn't really know 
our auditor was hedging, but basically they fell on the line on the side of any direct 
expense that you have in those eight weeks will be covered and that you don't need to 
worry about prorating. 

Speaker: Yeah. Unfortunately that's just their opinion. and, and not even Erin Bradrick can tell us 
definitively, you know, give us an answer. There is no attorney, nonprofit guru or 
whatever, anyone who can actually answer these questions, it is based on people's 
understanding and their opinion. That's why I would love to hear more from anyone 
who answered “yes, I understand the forgivability stuff.” I think we would all benefit 
from understanding how you're thinking about that. So anyone who answered yes to 
that question in the poll, want to unmute yourself. tell us what you think. This is not a 
test, we're all just trying to figure it out together. So please share. Nobody? A bunch of 
you said you understood it. Please share with us. We're desperate. We want to know, 
you.  

Speaker: See, the polls really were anonymous or else we would have been unmuting people! 

Speaker: So other issues that have come up for us you know, are like about the, alright, how 
about rehiring of people and who gets to decide, you know, is it the project? Is it us? 
we're, you know, we're, we're navigating that and thinking that it's likely going to have 
to be sort of one on one conversations with each project. To try and figure it out. What 
else can I tell you? I think honestly what's really uncomfortable for us is the idea that we 
could potentially harm a project with a blanket application of the way we're doing this. 
You know, of course there are certain things that are clear. Your payroll levels numbers 
have to be the same that they were on February 15th and things like that. And we think 
we're going to be okay, but if a bunch of projects decide, no, we're not going to rehire 
these people, we want to just keep our powder dry and wait till this thing blows over, 



 

you know it could potentially put us in conflict with projects and potentially that we 
could harm them. And that, that's a really uncomfortable position for us to be. I wonder 
if anyone else is experiencing anything like that. 

Speaker: Anyone? No. All right. So next time I'm just going to have to come prepared to just keep 
talking. Okay. so we are right at 10 58 Pacific time. So just a few more minutes. one 
thing I wanted to address is, George asked people asked us to ask people – these are 
really stressful times as an organization. What are you doing to stay sane and keep your 
workforce? Sort of keep your, keep your finger on the pulse of your workforce. I think 
ironically people are probably working harder from home. It's harder to get away from 
your computers. I know I got home yesterday after literally our eighth hour of P3 
conversations and I just felt completely burned out by the whole thing. Like, Oh my God, 
there are no answers, you know, and how difficult that is for the human mind to deal 
with. 

Speaker: So we’d love to know what people are doing to keep themselves and their staff saying. 
The other thing that George brought up that we're going to try and tackle is, providing 
referrals to other fiscal sponsors who have a different practice than you. So George's 
practice is generally focused in a specific geographic area in Arizona and generally with 
health projects, he gets lots of inquiries that he's looking for people to refer to. And the, 
the directory currently as it is, doesn't, doesn't give you necessarily insight into that. So 
Andrew and I are going to be developing a survey for you to be able to tell us what kind 
of projects work well for you at this time. What are you looking for, what are you 
accepting? To make it a little bit more obvious so that we'll have a reference for 
referring people to other practices. so look for that. We're going to be developing that 
tool.  

As always, we welcome your feedback for this. You can email Andrew or myself at the 
end of all of these. I tend to put my email, if you want to reach out to me or you can 
reach out to Andrew, we're totally open to topics that we think that you think would be 
helpful for us. So we welcome your feedback. Thank you again for participating today. 
We'll be back next Tuesday. Believe it or not, it'll be our sixth one of these next Tuesday. 
Wow. The weeks are just, I mean, what day is today even, I don't even have time flies 
when we're having fun right now. 

Speaker: I mean, I say this almost every Friday that if any one of my colleagues, you know, 
reached out to me and was like, today's Thursday, see you at work tomorrow. I would 
show up at work tomorrow even though I would know what they did. So we're all in that 
kind of Twilight zone. Thank you very much. It makes me feel great to see you all every 
week and to know that I'm not alone in this. So I really appreciate your participation, 
Erin. Thank you again, Andrew. Thank you. See you all next week. Reach out if, if there's 
anything we can do for you. Peace. Thanks everybody. 

 


