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INTRODUCTION 

 

The Internet—augmented by tools such as GuideStar—makes public access to 990 data extremely easy.  

Furthermore, the format of the new 990 with its expanded scope of standard schedules allows even lay 

readers to easily and effectively analyze 990 data.   

 

Because much of the new 990’s disclosure requirements are based upon the public’s desire for greater 

accountability by nonprofit organizations, there exists a unique opportunity to incorporate your 990 into 

an effective public relations strategy.  Thus, if an organization views its 990 as an integral component of 

its public relations efforts, it should anticipate and even welcome extensive scrutiny of its 990.   

 

EFFECTIVELY REACHING YOUR CONSTITUENTS 

 

From a public relations perspective, the most important constituents for tax-exempt charities are 

typically donors, potential donors, and employees.  In this era when many donors want to be sure that 

they are “investing” in charities whose mission and operating practices are aligned with their values, a 

potential donor (which includes a past donor being solicited for a new gift) may refuse to contribute to 

an organization whose 990 suggests it has engaged in substandard business practices.   Furthermore, 

religious-based organizations that choose not to file a 990 because they are not required to do so may 

discover that potential donors are unwilling to contribute since they cannot review their 990.  Therefore 

in order to optimize gifts income, organizations need to seriously consider: a) Filing a 990, even if not 

legally required to do so, and b) Conducting its affairs, and ultimately completing its 990, in a manner 

that assures donors that the charity is deserving of their gifts. 

 

A second constituency, and I believe often an overlooked one, is the organization’s employees.   It is 

probably safe (and prudent) to assume that at least some employees are electronically accessing the 

organization’s 990, if for nothing else than to learn how the executive director and other senior 

administrators have been compensated.  I therefore believe that organizations should manage 

employee relations as if all compensation data (and other potentially sensitive data) has been posted 

on a public bulletin board.   With this mindset, organizations can achieve effective employee relations 

outcomes by speaking proactively about its 990.  This could occur via employee forums where the 990 is 
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presented and discussed, or communicating to all employees that the 990 has been filed and posted on 

the organization’s Web site, and encouraging them to read it and pose any questions to a designated 

contact person.  Such a strategy can build trust and boost morale with employees.   

 

TELLING YOUR STORY 

 

The new 990 enables organizations to showcase its mission, its governance and management practices, 

and demonstrate that it runs itself efficiently and effectively.  Following is guidance for achieving these 

outcomes. 

 

1. Importance and relevance of mission.  Part III, “Statement of Program Service 

Accomplishments”, asks an organization to describe its mission.  Be sure to provide a 

comprehensive and effective narrative that uses relevant statistical data, but on the other hand, 

avoid a lengthy and overly data-intense answer.  That is, strive to provide a compelling narrative 

by stating your case as comprehensively but concisely as possible. 

 

2. Good governance and management practices.  Form 990 contains questions that seek to 

determine if an organization adheres to what the IRS believes are good governance and 

management practices.  Following are selected paraphrased questions for which a “Yes” answer 

is desirable (if not mandatory), from both a public relations and sound business practices 

perspective: 

 

a. Does the organization use objective and fair practices in setting executive 

compensation? 

b. Does the organization have a written whistleblower policy? 

c. Does the organization have a written conflict of interest policy, and are officers, 

directors/trustees, or key employees required to annually report potential conflicts of 

interest?  

 

The primary reason that organizations should want to be in compliance with ǘƘŜ ффлΩǎ good 

governance and management practices questions is not to satisfy IRSΩǎ ŜȄǇŜŎǘŀǘƛƻƴǎ ƻǊ άƭƻƻƪ 

ƎƻƻŘέ ǿƛǘƘ ȅƻǳǊ ǘŀǊƎŜǘŜŘ Ŏƻnstituents.  Instead it should be to demonstrate a strong 

commitment to sound governance and business practices, for it is these values and 

philosophies that often translate to optimal organizational success.   

 

3. Efficient and Effective Use of Resources: Another effective 990 public relations strategy is to 

allocate expenses—using legitimate cost allocation methodologies—in a manner that optimizes 

program services costs and assures the reader that a high proportion of contributed funds  

directly support mission.  However the issue of cost allocations can be complex, as discussed 

below. 
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A STUDY OF CENTRAL PENNSYLVANIA NONPROFIT ORGANIZATIONSΩ EXPENSE ALLOCATIONS 

 

Using my database that was built from over 150 Central Pennsylvania nonprofit organizations’ 990 data, 

I sampled 30 Section 501(c)(3)organizations1, yielding the following median expense allocations2: 

 

1. Program Services: 85.0% (Standard Deviation = 10.2%) 

2. Management & General: 9.4% (Standard Deviation = 9.1%) 

3. Fundraising: 1.7% (Standard Deviation = 4.5%) 

 

The reader may naturally ask, “How does my organization compare to these data, and/or what are good 

allocation targets for us?”  While an organization should strive to use an expense allocation method that 

optimizes its program services component, each organization’s structure, strategy, and circumstances 

dictate that there is no ideal set of targeted ratios.  Furthermore, be aware of the potentially negative 

message that unusually low percentages in the M&G and fundraising categories may convey.  For 

example, a very low proportion of M&G expenses may suggest that the organization is not properly 

allocating its costs, and an unusually low proportion of fundraising costs may imply that the organization 

is under-investing in development and fundraising.  That is, the reader may conclude that low 

fundraising expenditures indicate that the organization is not strategically allocating internal funds at 

levels necessary to generate public awareness and support for its mission.  My sample results suggest 

such a conclusion is plausible:  While the median fundraising allocation was 1.7%—a relatively low 

ratio—the much larger standard deviation of 4.5% indicates that selected organizations, albeit probably 

the larger ones with deeper pockets, believe that substantial investments in fundraising resources 

makes good business sense. 

 

SUMMARY 

 

First, when preparing your 990, strive to provide ample relevant data that comprehensively but 

concisely tells your story.  Second, to the extent that your organization answered “No” to any of the 

good management and governance questions, take immediate action to ensure compliance with the 

IRS’s and your ŎƻƴǎǘƛǘǳŜƴŎȅΩǎ expectations.  This is because affirmative answers tell your constituents—

and yourselfτ that your organization runs its affairs properly.   Finally, when it comes to expense 

allocations, there is no one-size-fits-all benchmark.  Rather, what is most crucial is that an organization 

clearly understands what the expense data tells the public and itself about how it deploys its financial 

resources.  Such knowledge should then enable the organization to decide what strategic actions, if any, 

should be considered to either reallocate or grow resources.  

 

 

                                                           
1
 My sample group excluded organizations that filed Form 990EZ, as smaller organizations’ data could create higher 

variability.  Also, by focusing on 501(c)(3) organizations I purposely excluded membership dues-funded 
associations. 
2
 Because very large organizations’ data skewed results, I used median values instead of simple averages.  Thus, 

the sum of the three reported median values do not equal 100%. 
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