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Soapbox: Setting the Record Straight About Community Foundation
The Coloradoan has clearly helped build a stronger community through its reporting on
the nonprofit sector. It has done a great job of keeping all of us better informed about
important community issues.
Unfortunately, the front-page article on Aug. 2 about nonprofit deficits only served to
confuse many readers with respect to one of Northern Colorado’s strongest and most
successful nonprofits.
The Community Foundation of Northern Colorado, in connection with its supporting
organization the Community Foundation Trust, was recognized on Sunday’s front page
with its logo in red underneath a headline reading “Charitable Shortfall” and a sidebar
entitled “Top 3 Charity Deficits.”
Those familiar with the Community Foundation were left scratching their heads, and
those unfamiliar with it came away associating it with “shortfall” and “deficits.” How could
this be the case for a local institution with a stellar 40-year history and more than $90
million in total assets reflecting the generosity of hundreds of local donors?
The IRS data used in Sunday’s article related to a “supporting organization” of the
Community Foundation — a separate legal entity called the Community Foundation
Trust. In the nonprofit world, a supporting organization often functions as a subsidiary; in
this case, it allows the Foundation to serve donors by quickly and easily accommodating
gifts of real estate and non-cash assets.
It also serves as a holding tank that protects the Community Foundation and its millions
of dollars in charitable assets from liability related to such gifts, which have included real
estate, water rights, mineral interests and a small manufacturing firm.
When those assets are liquidated, the resulting cash flows out of the Community
Foundation Trust into the Community Foundation. Hence, in years where the value of the
cash flowing out is greater than the value of the non-liquid assets flowing in, the
Community Foundation Trust has reported a deficit on its tax return — even though the
total assets of the Community Foundation continue to grow at a rapid pace.

Figures do indeed lie when they’re presented without appropriate analysis and
explanation.
As a result, Sunday’s news and reality don’t match up.
The Community Foundation has a large reserve fund and many millions of dollars in
unrestricted assets. It was recognized as the Foundation of the Year in Colorado for
2014. It has grown from $14 million in total assets to more than $90 million in the last
dozen years. It distributes millions of dollars to local nonprofits, schools and churches
each year, with all of these grants being made in accordance with the precise wishes of
its donors, both living and deceased.
In 2013 and 2014, the Community Foundation raised and distributed almost $2 million in
flood recovery funding — distributing 100 percent of every dollar raised and charging no
administrative fees.
The Foundation’s board and staff extends thanks to the hundreds of donors who have
trusted the Community Foundation over the past 40 years to serve as the long-term
steward of their gifts. We are honored by your generosity.
The Community Foundation belongs to our entire community, and we can be confident it
is financially strong and well positioned for continued growth.
Ray Caraway is president of the Community Foundation of Northern Colorado. Doug
Hutchinson is a former mayor of Fort Collins. He currently serves on the Community
Foundation’s Board of Trustees. Chris Otto is a CPA and the current chair of the
Community Foundation Board of Trustees.
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United Way of Larimer County reported a $1.6 million deficit between revenue and expenses in its 2013
tax information. That figure could be viewed as a warning sign for donors looking at the longstanding
organization, which supports area nonprofits and seeks solutions to poverty in Larimer County.
But the deficit largely involves a legitimate real estate transaction. In 2013, the nonprofit transferred
ownership of the Sister Mary Alice Murphy Center for Hope, valued at more than $2 million, to Serve
6.8. Though the building had previously been reported as an asset, its transfer was reported as an
expense, meaning the $1.6 million deficit was not a cash deficit or mishandling of donor funds.
That's why McLean said it's important to look beyond a single year of financial data. Back-to-back years
in the red or steadily decreasing revenue can point to areas of concern.
Turning Point: Five years of deficit
Turning Point conducted "heart-wrenching layoffs," leaving vacant positions open and cutting services
to claw its way out of five consecutive years of deficit.
Last year, the nonprofit reported a deficit of $241,501 to the Colorado Secretary of State, similar to
deficits seen in 2010, 2012 and 2013.
In 2011, the nonprofit faced a deficit of more than $500,000, according to its tax form.

Jeff Carlson, finance and operations director for the Fort Collins nonprofit, said the agency depends on
a combination of donations, grants and earned revenue for its services.
As a nonprofit, earned revenue isn't enough to cover the organization's expenses, Carlson said. That
problem was magnified as earned revenue shrunk following the recession, he said.
The recession also impacted donor giving and other contributions, and Carlson said competition for
grants and donor funds increased.
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Carlson said the bulk of the nonprofit's expenses come from "a significant number of highly trained
professionals" necessary to the nonprofit's operation.
"Quickly cutting the budget to bring expenses in line with revenues is challenging," Carlson said in an
email to the Coloradoan.
So Turning Point made tough decisions to stay afloat.
In 2010, the organization spent 63 percent of its more than $5 million in expenses on employee
compensation, $187,889 of which was paid to Turning Point's executive director and finance director.
The organization brought in just less than $4.8 million in revenue that year.
About 35 percent of Turning Point's staff was eliminated from 2010 to 2013 through a series of layoffs
and vacancy savings. Services were cut from its Western Slope operations. Two separate day
treatment programs in Larimer and Weld counties were consolidated. Building spaces were changed to
match program sizes, which led to the sale of two buildings deemed too large.

And after five years in the red, Carlson expects Turning Point to be in the black by the end of this year.
"Frankly, that was a hard pill to swallow," Carlson wrote. "We feel fortunate to have come out of it
stronger on what we hope is the backside."
Thinking like a business to stay alive
Shambhala and Crossroads have changed their business and fundraising models in ways they believe
will turn their financial woes turnaround.
Crossroads Safehouse is a domestic violence shelter that brought in $1.2 million in revenue last year,
yet Crossroad's deficit was $303,269.
In 2012, Crossroads had a deficit of $268,610. In 2013, it was $388,979.
The organization, which operates a 30,000-square-foot facility that requires around-the-clock staffing to
handle clients and keep them safe, has had three executive directors come and go in about as many
years. Former Executive Director Annette Zacharias left the organization in October.
But the reasons for its financial turmoil from 2012 to 2014 extend beyond staffing changes.
Funding sources and regular donors dried up during the recession, said Pat Parker, executive director
of operations and programs.
The organization's capital campaign in 2010 brought in significant revenue for its new public facility at
421 Parker St., which opened three years ago. But it also meant high-dollar donors were less likely to
give additional funds to support the organization's operating expenses.
Domestic violence awareness also skyrocketed, which Parker said led to an increased demand. The
shelter is at capacity "all the time now," she said.
Crossroads eliminated two staff positions and tried to reduce expenses. But it wasn't enough.
To battle the deficit trend, Crossroads Safehouse's board of directors reinvented the organization's
fundraising strategy and "moved forward as our own finance rescuers," Parker said.
The board refocused the nonprofit's annual gala to attract more donors. It reemphasized cultivating
corporate donors, building up a philanthropic group for men called Men for Change and raising
awareness.
Instead of hiring a fourth executive director in as many years, it split the role into two. Parker, a program
director who had served as interim executive director during leadership gaps, became the executive
director of operations and programs. Judy Chapman was hired four months ago as the executive
director of development, focusing primarily on ensuring the nonprofit's financial viability.
Slowly, the organization saw hope. The nonprofit is seeing increased revenues with its annual gala to
come in October. The event brought in $159,280 last year.

"We are on the upswing," Parker said.
Shambhala Mountain Center is a Buddhist retreat located near Red Feather Lakes that brought in
nearly $3.9 million in revenue last year.
The center hosts 77 buildings, including huts, and operates as a conference center for its own
Shambhala Buddhism-related programs and organizations seeking a mountain getaway.
Its location, an hour west of Fort Collins, led to the beginning of Shambhala's recent financial struggles
in 2012. The High Park Fire, which burned about 87,000 acres and destroyed 259 homes, threatened
the mountain retreat and forced its evacuation in June 2012.
"We had to cancel an enormous amount of our programs because we couldn't guarantee we'd be back
or even if we'd have a place to come back to," said Executive Director Michael Gayner.
Programs contribute significantly to the organization's overall revenue, Gayner said. In 2014, program
revenues were nearly 58 percent of Shambhala's total revenue, which was nearly $3.9 million.
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When staff returned from the fire evacuation, the mountain retreat needed work. Flames had spared
Shambhala. The rest of nature — including a bear that took a liking to one of Shambhala's homes on
site — did not.
"If you abandon buildings up here for a month, nature starts to encroach very quickly," Gayner said. "It
took a lot of work to bring the staff back."

The financial impact of the fire on Shambhala was seen most in 2013, when the organization's deficit
totaled $849,121.
The center used to hold one major program per year that brought in significant guaranteed income. But
Gayner said the Buddhist community's spiritual path has shifted away from such events, so Shambhala
operates more small events, which mean less stable income for the center.
Buddhism has also grown, leading to more options for those interested in supporting the practice
philanthropically, Gayner said.
Something had to change for Shambhala Mountain Center to be financially viable.
"We looked at our basic business model and realized that (the situation) is not going to change,"
Gayner said. "It's not going to work the way we were doing it."
He wasn't willing to make staffing cuts to meet the bottom line.
Instead, the organization decided to overhaul its business model. It began offering online programs,
which cost significantly less to put on, for a small fee. It let people watch some of its programs before
asking them to pay for the service.
Those decisions are paying off. Last year, Shambhala's deficit was $21,874 — a 97 percent decrease
from the 2013 deficit. This year, Shambhala expects to be near or back in the black.
"It was a roll of the dice," Gayner said. "But we recognize that if you cut staff here, the quality of the
experience both for the staff and for the guests would seriously diminish. ... In order to do the
turnaround, we had to focus equally on the community and the business model."
Do your research
McLean said making a philanthropic decision is "not a heck of a lot different than making an investment
decision." It involves a lot of hard work and research, and "giving money wisely ends up being really
hard to do."
Jim Judge, a charity analyst with Better Business Bureau Serving Northern Colorado and Wyoming,
said it's important to understand that balancing the need to stay fiscally responsible while also not
dipping into the red is a "funny animal" for nonprofits.
Unlike a for-profit business, which tries to "get as far into the black as they can," Judge said most
charities try to get as close to breaking even as possible. And it's all in the public eye, as charity tax
forms are public record.
"It's almost a balancing act, because if they are in the red, they appear to be performing poor
financially. But if they are too far in the black, people question how they are using their donations to
help those in need," Judge said.

There are many tools available to help someone make a financially sound contribution, but McLean
said that for many people, philanthropy is about more than the numbers.
"It is much more of a gut decision in most cases than it is a well-considered financial decision," he said.
But for those who choose to take that extra step of financial accountability, he has some advice: If
you're going to do the research, do it right.
Instead of looking at one year of financial data, look at as many years as possible. He suggests five or
six. If a charity has a significant amount of years in the red, that could be a red flag.
"There are two ways you can react," he said. "One is to say 'I'm going to stay away because that makes
me nervous.' The other is, 'I want to find out why.'"
Often, the best thing to do after spotting something concerning is to call the organization directly and
ask for more information, he said.
"There's either a good answer to it or there's not a good answer to it," he said.
Follow Sarah Jane Kyle on Twitter @sarahjanekyle or on Facebook at
www.facebook.com/reportersarahjane.
How we did it
Coloradoan Social Issues Reporter Sarah Jane Kyle analyzed the Colorado Secretary of State
database to find all active nonprofits in good standing located in Larimer County.
Using financial information available through the Secretary of State, she calculated how many had
deficits in their most recent financial data available, as well as how many had deficits for two years or
more.
By contacting organizations with the highest deficits, as well as regional and national charity analysts,
she brought you this investigative financial analysis of Larimer County nonprofits that looks beyond the
numbers.

