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Letter to “the Donors of America”  

 Sent from: 
◦ Charity Navigator 

◦ GuideStar 

◦ BBB Wise Giving Alliance 

 “Overhead” is a poor measure of a charity’s 
performance 

 (See attached letter) 

 

 





“  

ORGANIZATIONS THAT BUILD 
 
robust infrastructure – which 
includes sturdy information 
technology systems, financial 
systems, skills training, 
fundraising processes, and 
other essential overhead – are 
more likely to succeed than 
those that do not.   
 
 - The Nonprofit Starvation Cycle  

” 



How Do They Rate Charities? 
 

Financial Health – Based on 7 performance metrics: 

 1. Program Expenses 

 2. Administrative Expenses 

 3. Fundraising Expenses 

 4. Fundraising Efficiency 

 5. Primary Revenue Growth 

 6. Program Expenses Growth 

 7. Working Capital Ratio 

 

 

 



* Source:  Charity Navigator.org 

 

Per Charity Navigator: Seven out of ten charities evaluated spend at least 75% of their budget 
on the programs and services they exist to provide, and nine out of ten spend at least 65%. 
Those spending less than a third of their budget on program expenses may not be living up to 
their missions.  



* Source:  Charity Navigator.org 

 



* Source:  Charity Navigator.org 

 



How Do They Rate Charities?  

 

Accountability and Transparency: 

 1.   Accountability – evaluating fiduciary actions 

 2. Transparency – obligation/willingness to publish critical data  
 

 Data Sources 
◦ Information from the IRS Form 990 (12 different items) 

◦ A review of the organization’s website (5 different items) 

 



Scoring of Individual Accountability and Transparency Performance Metrics 
Each charity starts with a base score of 70 points for Accountability and Transparency.  The following deductions will be 
made from this score for charities that do not meet the individual performance metrics: 

 
 Data culled from Form 990 
Performance Metric     Deductions from Score 
 
Less than 5 independent voting members of the board; or independent members do not 15 points 
constitute a voting majority. 
 
Material diversion of assets within the last two years, without a satisfactory explanation 15 points 
 
Material diversion of assets within the last two years, with a satisfactory explanation   7 points 
 
Audited financial statements are not prepared or reviewed by an independent accountant 15 points 
 
Audited financial statements are prepared or reviewed by an independent accountant, but   7 points 
that  accountant is not selected and overseen by an internal committee 
 
Loans to or from officers or other interested parties   4 points 
 
Organization does not keep board meeting minutes   4 points 
 
Forms 990 not distributed to the board before filing   4 points 
 
 
 
 
 

 



 Data culled from Form 990 – Continued 

 
Performance Metric     Deductions from Score 
 
No Conflict of Interest policy   4 points 
 
No Whistleblower policy   4 points 
 
No Records Retention and Destruction policy   4 points 
 
Does not properly report CEO compensation on Form 990   4 points 
 
Does not have a process for reviewing and updating CEO compensation   4 points 
 
Fails to report board members and compensation fully on the Form 990, or reports that 
board members are compensated for their participation   4 points 
 
 
 
 
 
 
 

 



A Review of the Charity’s Website 
 
Performance Metric     Deductions from Score 
 
Does not publish board members on website   4 points 
 
Does not publish senior staff on website   3 points 
 
Does not publish latest audited financial statements on website   4 points 
 
Does not publish latest Form 990 on website   3 points 
 
No donor privacy policy   4 points 
 
Opt-out donor privacy policy   3 points 
 
 
Summation of Accountability and Transparency Scores 
 
We take the charity’s Accountability and Transparency total score and issue a star rating for its Accountability and 
Transparency based on this table: 
 
Accountability and Transparency Rating:                  0 Stars    Donor Advisory 
 
Accountability and Transparency Score:              ≥ 60              50-60          40-50     25-40        < 25 N/A 
 
 
 
 
 
 
 



What is in the Future? 

 
Results Reporting – will utilize five rating elements: 

 1.   Alignment of Mission, Solicitations and Resources 

 2.   Results Logic and Measures 

 3.   Validators 

 4.   Constituent Voice 

 5.   Published Evaluation Reports 

 
Currently this data is reported on Charity Navigators website for informational purposes only.  
They do not intend to rate charities on this information until they have gathered data for every 
organization in their database.  They expect this process to be complete in 2016 provided they 
are able to secure the needed funding and related resources to accomplish this.  

 

 



Please feel free to contact us at: 

 
  

 Susan Thompson, CPA 
Principal 
CS&L CPAs  
1001 3rd Avenue W.,  
Suite 700  
Bradenton, FL  34205  
941-748-1040  
 
sthompson@cslcpa.com 

 

 

 

Nancy M. Ridenour, CPA,CFE, CFF 
Shareholder 
PDR Certified Public Accountants  
29750 U.S. Highway 19 N.,  
Suite 101  
Clearwater, FL  33761  
727-785-4447  
 
nridenour@pdr-cpa.com 

 
www.pdr-cpa.com 


