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Overview of Alternative
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The new reality

No core funding Program changes




Pressure to seek new
sources of financial

support




How are nonprofits
funded now?

B Investment Income

B Membership Fees

B Government Transfers

B Transfers from Households

B Transfers from Businesses

B Sales of Goods and Services

Statistics Canada 2009



What are revenue trends?
Revenue Trends for the Core Nonprofit Sector
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Alternative financing is an option for some
non—profifs and charities
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Equity Investment



Social Enterprise
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Outcomes Financing
Social [Impact Bonds (SIBS)

- Governments and other Funders are exploring
ways to "pay for outcomes” (reduction in
unemployment rates, re-incarceration rates,
homelessness)

- Social Impact Bond are one approach
(outcomes contract PLUS Bridge financing)



New Donor Sources

Increasing in risk and complexity

Loans Bonds Equity Investment
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Alternative financing
IS not new
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Assess needs
Assess risk
Assess options
Assess capacity




X

Capacify

» Financial

. Orgamzafiona]
» Governance

» Project
management




In Summary

- Need to understand financing
alternatives

- Need to understanding when each
approach is most appropriate

- Need to assess the risks with
alternative financing

- Determine whether there are
appropriate opportunities




Exercise:
What alternative finance options
might work for us?
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out Loans and Lending
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Revo]ving line of credit

- Pre-approved loan limit

- defined purpose

- fund short-term revenue and
expense gaps

- often secured by General
Security Agreement

- used to manage cash flow

- used and repaid as required)



Loan Example

250ne Community

The Organization The Challenge

150ine Cammunity needed a ling of
credit e pay for canstruction wark.
A coliaborative workspace bringing The oeganizatkan was responsible for
together diverse Charitable snd 30% of the total renawation costs and
Manpeoft crganizatians in tLaws eded SQNIRCANT IVESTTENT t0
suppart the rencvat ion and marketing
af the space.

The Solution

Ao from CFF allowed 250ne
Community to comelets reLrsfiting
and renovation of a building and
allewd for pramotional marketing of
the space




The Organizah’on

A collaborative workspace bringing
together diverse Charitable and
Nonprofit organizations in Ottawa




The Challen ge

250ne Community needed a line of
credit to pay for construction work.
The organization was responsible for
30% of the total renovation costs and
needed significant investment to
support the renovation and marketing
of the space




The Solution

A loan from CFF allowed 250ne
Community to complete retrofitting
and renovation of a building and
allowed for promotional marketing of
the space







T'o manage cash flow

Temporarily smooth cash flow to meet
day-to-day operating cash needs




Short term (bridge loans)

- similar to line of credit

- tied to a specific purpose
- specific repayment source
- repayments cannot be borrowed again
- usually secured by General Security
Agreement




Loan Example

OCISO Non profif
Housing Corp

The Challenge

The Crganizalion The Solution

= wanted to build a new 74 unit
affordable housing project

= Monprofit housing corporation

- & loan fram CFF énabled the

for newcomers to Canada = needed maoney Lo cover solt costs

« Part of the Ottawa Community assoclated with construction arganization to cever building soft
Immigrant Services {permits, architectural renderings costs
Organization which sendes « loan was repaid when construction

lending was in place

£ic)
+ had grant and other commitments
2 - Comstruction is now well on it's way

once project approved

over 25,000 immigrants and
refugees every year




OCISO Nonprofit
Housing Corp.

The Challenge

The Organizai‘ion The Solution
+ wanted to build a new 74 unit
- Nonprofit housing corporation affordable housing project
for newcomers to Canada - needed money to cover soft costs - a loan from CFF enabled the
« Part of the Ottawa Community » associated with construction organization to cover building soft
Immigrant Services (permits, architectural renderings * costs
Organization which serves etc) + loan was repaid when construction
over 25,000 immigrants and - had grant and other commitments lending was in place

refugees every year once project approved « Construction is now well on it's way



The Orgcmizah’on

- Nonprofit housing corporation
for newcomers to Canada

- Part of the Ottawa Community
Immigrant Services
Organization which serves
over 25,000 immigrants and
refugees every year




The Challen ge

- wanted to build a new 74 unit
affordable housing project

- needed money to cover soft costs
associated with construction
(permits, architectural renderings
etc.)

- had grant and other commitments
once project approved




The Solution

- a loan from CFF enabled the
organization to cover building soft
costs

- loan was repaid when construction
lending was in place

- Construction is now well on it's way




To manage timing of
receivables

Manage timing of receivables from
government grants or capital
campaigns



Term loans

- for a specific need

- usually drawn at once

- regular monthly payment
(principle and interest)

- can be tailored to specific

situations




Loan Example

One Change Foundation

The challenge

« low cash reserves
» has developed new

The organization +» 60 month term loan

programs s in éerei:f only payment
« envi fal social enferpr - months

- mﬂn::{'eir:‘:nd E:liﬂg—;w * eakh Pmmoh on * opportunity for pre-pa

programs for public entfifies * energy a portion of loan at
+ light bulb change programs conservation months

* environmental aWwareness

- home energy retrafis * requires investment to

?mchase supplies; pay
or staff prior to new
revenues

The solution

for 6

}Qﬂ'neni
4




The organization

« environmental social enterprise
e trans volunteers and delivers
programs for pub]ic entities
. %’gbf bulb chomge programs
 environmental awareness
« home energy retrofits




The CI‘JG..”?I’J. ge

¢ JOW C'CJS.Z’I reserves
° }ICIS deve]oped new

pro%rams

o health promotion
* energy
conservation
* requires investment to
purchase supp]ies,- pay
for staff prior to new
revenues




The solution

« 60 month term loan

» interest on]y payment for 6
months

* opportunity for pre-payment

of a portion of loan at 24

months



To cover capifa] or
program COSTS

« based on a business or
project plan
o p]anned revenues to make

pa f/men ts

e tailored to cash flows




Capifa] loans

« for purchase of hard assets

- lender can take security on these and other
assets

- for example purchase of facilities construction
of new buildings, renovation of premises

(owned or leased)




Loans Example
The Theatre Centre

The Organizaﬁon

The Challenge The Solution

- The Theatre Centre wanted to
expand its operations and needed
a larger space

- Saw potential in the revitalization

of the historic Carnegie Library

+ Live arts incubator in Toronto, Ontario
supparting experimental artists
+ Provides practice and preforming space
longside mentorship opp ities

+ Renovations to the new building were
completed in January 2014

- CFF funded a bridge loan to the Theatre

Centre to ‘ramp up” operations and to

building :-‘flﬂsli! the collection of committed
+ Needed capital to complete unding
renovation of heritage space to

suit organizational needs



The Organizah’on

- Live arts incubator in Toronto, Ontario
supporting experimental artists

- Provides practice and preforming space

alongside mentorship opportunities




The Challen ge

- The Theatre Centre wanted to
expand its operations and needed
a larger space

- Saw potential in the revitalization
of the historic Carnegie Library
building

- Needed capital to complete
renovation of heritage space to
suit organizational needs




The Solution

- Renovations to the new building were
completed in January 2014

- CFF funded a bridge loan to the Theatre

Centre to ramp up” operations and to

bridge the collection of committed

funding




Secured Capital
( mortgage )

Purchase, build or renovate a facility,
including leasehold improvements




What might a Lender ask for?



Organizational Information

- Strategy and business plan

-« Annual report and brochure

- List and bios of Board of Directors
and key staff

- List of major Funders




Financial Information

- Audited financial statements
- Current year budget

- Financial statements

- Existing debt and borrowing history
- Details on revenues and expenses

- Monthly Cash flow

« Current Contracts



Loan purpose

- Description of the project
- Budget and sources of financing

- Description of the asset

- Construction budget

- Copies of lease, contracts, construction
and architect's agreements




What do Lenders look for?

Financial Strength

- revenuE sourcss
+ pasitive Liends

= sufficient cash flow

« pasitive cash balances

» maintenance plans.

» resenies for unandicipated events
- track record in managing finances

Management and
Governance capacity

= Strang managemant team

- Engagee Baard

= Well-develaped infrastruciure to
SUppPart aperstian.

= Demonstrated Community suppo

Planm'ng and
reparting sysfems

* ACCurate reporting

» financial/audited statements.

- good acrounting practices

+ elear business plan

+ planming For growth

+ plans are reasonable and
measuranle

Repayment Sources

= commisted and confirmed
TEpMmENL FueE

- svailshie and budgetad

= contingency plans in case of
revenue change ar funder
cuthacks




Financial Stren gfh

- revenue sources
- positive trends
- sufficient cash flow

- positive cash balances

- maintenance plans

- reserves for unanticipated events
- track record in managing finances




Management and
Governance capacity

- Strong management team

- Engaged Board

- Well-developed infrastructure to
support operations

- Demonstrated community support




Planning and

reporting systems

- accurate reporting

- financial/audited statements
- good accounting practices

- clear business plan

- planning for growth

- plans are reasonable and
measurable




Repa yment Sources

- committed and confirmed
repayment sources

- available and budgeted

- contingency plans in case of

revenue change or funder

cutbacks






What if [ don't have sfrengfh in all

CII’GCIS?

If you are strong in many areas, you may show these can offset
weaknesses. If you have a plan to address the weakness, this
may also help.




W hat is our first step?

Be clear on the purpose of the loan and have the appropriate
plans or information available. This may include working
capital calculations, growth plans and asset acquisition plans




DO we need a bUSiHQSS p]CIIl?

You may need a business plan if your loan is for growth or a
new line of services. The size and use of the loan determines
how detailed and extensive the plan has to be.




Do we need collateral?

Not always. Sometimes a loan can be secured against
Incoming grants or fees.




What should your
organization look for in a
Lender?

- Knowledge of business and community

- Interest in achieving mission and giving
support

- Simplicity of approach



hole

No, but it is worth considering. Becoming loan ready helps
organiz L y
financial picture, Preparing for a loan
jouUr organization does not
can help strengthe
ledge and identify
where work is needed.

Becoming loan ready helps you look The process itself can help things
at financial weaknesses. improve.




No, but it is worth considering




Becoming loan ready helps you look
at financial weaknesses.




The process itself can help things
Improve.



Becoming loan ready helps
organizations to look at their whole
financial picture. Preparing for a loan
(even if your organization does not
apply for one) can help strengthen
financial knowledge and identify
where work is needed.







Complete a thorough internal
assessment: what are your
vulnerabilities and areas that need
Improvement?




Based on your analysis,
develop a work plan
identifying resources
needed to fill those

gaps.




Engage your staff and Board




Talk to your funders about
potential resources or
external expertise.




Talk to your peers to share
challenges and develop solutions.




Perform thorough
financial analysis,
Implement controls,

budget reporting, evaluate
programs, profitability etc.




Get financial coaching and analysis
assistance

~\




Exercise: Putting it all together

How could your organization use borrowing to reach
your goal?
What business challenges may your organization

face?
|s your organization equipped to make a decision
about borrowing? What barriers could you face?
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What is the Community
Forward Fund?

- Loan fund
- National in scope
« Exclusively For nonprofits and charities



CFF Organizational
Structure

Accredited Investors

Investment Assets \ ‘ Annual Return
. d Mgmt Fee
ComlpunltyForwar Ifund ¥ Community Forward Fund
Assistance Corporation ConcentraTrust
(Registered Fund Manager) >
Advise

Interest Payment
Principal Repayment

Loan Principal \

Loan Recipients



Our Community Partners
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HAMILTON
COMMUNITY
FOUNDATION
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Community
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THE J.W. McCONNELL
Famiy FOUNDATION
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- Money, Mission and Strategy: Mapping
Your Financial Future is a site-delivered
clinic for advanced financial analysis
and capacity building. participant “homewark”

- Aimed at nonprofi anl.zalr ons that - participant coaching and organization
h:j\ft' a budget n $250,000 and specific feedback
$5 million ssment of outcomes and financial

rend information

+ one-on-one consultations

+ 2 day clinic with 8-10 organizations
+ input and review of financial information

prior to clinic

asse

- Pre-session work, 2 day
follow up

- Generously funded by the Ontario
Trillium Foundation and TD Bank

nic, post clinic

MONEY ©
MISSION _&”
STRATEGY....00®
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Has the composition of reveniie changed over tme?
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About

- Money, Mission and Strategy: Mapping
Your Financial Future is a site-delivered
clinic for advanced financial analysis
and capacity building.

- Aimed at nonprofit organizations that
have a budget between $250,000 and
$5 million

- Pre-session work, 2 day clinic, post clinic
follow up

- Generously funded by the Ontario
Trillium Foundation and TD Bank



Structure

- 2 day clinic with 8-10 organizations

- input and review of financial information
prior to clinic

- participant “homework” between sessions

- participant coaching and organization
specific feedback

- assessment of outcomes and financial
trend information

- One-on-one consultations




Sample Output
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apacity Building

Who does CFF lend to?

Environmental
8%

Social Enterprise
11%



Join us online!

o
4 N

communityforwardfund.ca

vy Ei [ @
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