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THE WAR ON POVERTY BEGINS BACKGROUND i

12 Let us carry forward the plans and programs of
John F. Kennedy, not because of our sorrow or sympa-
thy, but because they are right... This administration
today, here and now, declares an unconditional War
on Poverty in America... Our joint Federal-local effort
must pursue poverty, pursue it wherever it exists. In
city slums, in small towns, in sharecropper’s shacks,
or in migrant worker camps, on Indian reservations,
among whites as well as Negroes, among the young
as well as the aged, in the boom towns and in the
depressed areas. 29 —LBj, January 8, 1964
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What Are CAAs?

Community Action Agencies (CAAs)
are nonprofit private and public
organizations established under the
Economic Opportunity Act of 1964
to fight America’s War on Poverty.
Community Action Agencies help
people to help themselves in achiev-
ing self-sufficiency. Today there are
approximately 1,000 Community
Action Agencies in the United States.

The CAA Network

Community Action Agencies Across
America

The service areas of Community
Action Agencies (CAAs) cover 96
percent of the nation’s counties. *
These agencies are connected by a
national network that includes a
national association, state associa-
tions, regional associations, a nation-
al lobbying organization, and a
national association of Community
Service Block Grant (the core fund-
ing for CAAs) administrators.

CAAs are a primary source of support
for the more than 34.5 million peo-
ple who are living in poverty in the
United States.** The majority of CAA
clients are extremely poor, with
incomes below 75 percent of the
federal poverty threshold.

CAAs as a network serve approxi-
mately:

B 9.3 million individuals per year *

M 3.3 million families per year *

ABOUT COMMUNITY ACTION AGENCIES (CAAS)

Addititional CAA Facts:

B 54% of CAAs are in rural areas.

M 36% of CAAs are in areas
considered both urban and rural.

M 10% of CAAs are located in
urban areas.

The average population of a CAA’s
service area is approximately
300,000 people. The average num-
ber of low-income people within
these service areas is 37,600.

* Source: The National Association for
State Community Services Programs

** Source: Census Bureau

Other figures obtained through a 1998 sur-
vey of CAAs. Response rate: 37 percent.

Board, Staff, and Volunteers

Composition of a CAA board of direc-
tors:

M at least one-third of a board’s
members must be from the low-
income community

M exactly one-third must be public
officials

B up to one-third may be from the
private sector

B The average size of a CAA board is
25 people

B The typical size of agency staff is
115 full-time equivalent workers.

Bl On average each CAA has 813
people volunteering at the agency
each year.

BACKGROUND i
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What Are CAAs?

Dramatically rising costs and short-
ages in housing, energy, quality
childcare, and health insurance are
leading the assault on Minnesotan’s
real wages. As a result, many low-
income households need additional
support to reach economic self-suffi-
ciency. Community Action Agencies
and Tribal Governments provide
households with emergency services
to meet their immediate needs,
while fostering individual growth
and a transition to household stabili-
ty. Job training, childcare, transporta-
tion assistance, and other programs
play a critical role in supporting
households as they move to greater
self-sufficiency.

Working in partnership with low-
income people, Community Action
Agencies and Tribal Governments
provide a range of services to meet
the unique needs of Minnesota com-
munities. Community Action pro-
grams focus on achieving outcomes
for low-income families.

Combining the provision of basic
services with advocacy for low-
income people, Community Action
programs also partner with private
and public entities to assist the peo-
ple of Minnesota.

COMMUNITY ACTION AND POVERTY

Statewide Statistics

M 40 CSBG/MEOG Grantees

B 20 Community Action Grantees

M 11 Indian Reservation Tribal
Governments

H 87 Counties Served

B 11 Reservations Served

W 40 Grantees conduct annual needs
assessment.

Ml 40 Grantees complete an annual
audit.
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Community Action acts locally to
fight poverty.

Local communities determine local
solutions for Minnesotans experienc-
ing poverty.

Local citizens govern local non-
profit Community Action
Agencies.

Community Action embraces the
principle of “maximum feasible par-
ticipation” in their local agency of
people experiencing poverty.
Community Action boards are man-
dated to include:

m 1/3 people experiencing
poverty

m 1/3 public officials
m 1/3 at-large local citizens

Most Community Action Agencies in
Minnesota are private, nonprofit cor-
porations. The State of Minnesota
has a unique partnership with
Reservation Governments. Eleven
Indian Reservation Governments
have chosen to be part of the com-
munity action network in Minnesota.
Their tribal governments operate
local community action program-
ming as grantees of the State of
Minnesota.

COMMUNITY ACTION BASICS

Community Action is a block
grant program.

Community Action receives funding
from a wide range of private and
public sources at the local, state and
federal level.

m Core funding for Community
Action Agencies is provided by the
state-funded Minnesota Economic
Opportunity Grant and the federal
Community Services Block Grant.

m The federal block grant was
established in 1981; the state block
grant in 1991. In 1998, this $15 mil-
lion block grant leveraged an addi-
tional $160 million.

Community Action Agencies are
strengthened by the resource of
their state and national net-
works.

m Each local agency is part of
Minnesota’s 40-member, statewide
anti-poverty network of Economic
Opportunity Grant grantees.

m Each local agency is part of a
national anti-poverty network of fed-
eral Community Service Block Grant
grantees.

m Many community action agen-
cies participate in both a state-level
and a national-level association.

BACKGROUND i
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ECONOMIC OPPORTUNITY GRANT—GRANTEES
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COMMUNITY ACTION STATE LAW

MS 119A.374
Financial Assistance for
Community Action Agencies

Subdivision 1. Authorization. The
commissioner of children, families, and
learning may provide financial assis-
tance for community action agencies,
Indian reservations, and migrant and
seasonal farmworker organizations to
carry out community action programs
as described in section 119A.376 in
accordance with the Omnibus
Reconciliation Act of 1981, Public Law
Number 97-35, as amended in 1984,
Public Law Number 98-558, state law,
and federal law and regulation.

Subd. 2. Allocation of money.

(a) State money appropriated and
community service block grant money
allotted to the state and all money
transferred to the community service
block grant from other block grants
shall be allocated annually to commu-
nity action agencies and Indian reserva-
tion governments under clauses (b)
and (c), and to migrant and seasonal
farmworker organizations under clause

(d).

(b) The available annual money
will provide base funding to all com-
munity action agencies and the Indian
reservations. Base funding amounts per
agency are as follows: for agencies
with low income populations up to
3,999, $25,000; 4,000 to 23,999,
$50,000; and 24,000 or more,
$100,000.

(c) All remaining money of the
annual money available after the base
funding has been determined must be
allocated to each agency and reserva-
tion in proportion to the size of the
poverty level population in the
agency’s service area compared to the
size of the poverty level population in
the state.

(d) Allocation of money to migrant
and seasonal farmworker organizations
must not exceed three percent of the

total annual money available. Base
funding allocations must be made for
all community action agencies and
Indian reservations that received
money under this subdivision, in fiscal
year 1984, and for community action
agencies designated under this section
with a service area population of
35,000 or greater.

Subd. 3. Reports. Each communi-
ty action agency receiving funds under
this section shall report annually to the
commissioner concerning the use of
the funds.

Subd. 4. Definition. For the pur-
poses of sections 119A.374 to
119A.376, “poverty level population”
means the number of people whose
household income is at or below the
poverty line established by the United
States Office of Management and
Budget in accordance with the most
recent state population figures estab-
lished by the United States
Department of Commerce, Bureau of
the Census.

HIST: 1981 ¢ 367 s 2; 1982 ¢ 571 s 1-
3; 1983 ¢ 3395 6; 1985 ¢ 2825 1,2;
1Sp1985 c 14 art 9 s 75; 1994 c 483 s
1, 1Sp1995 c3 art 16 s 13; 1Sp1998 ¢
Tart1s1,2

MS 119A.375
Community Action Agencies

Subdivision 1. In general. A com-
munity action agency is a political sub-
division of the state, a combination of
political subdivisions, a public agency,
or a private nonprofit agency which
has the authority under its applicable
charter or laws to receive funds under
section 119A.374 to support commu-
nity action programs as described in
section 119A.376 and which was des-
ignated as an eligible entity under the
Community Services Block Grant Act,
Public Law Number 97-35, section
673(1), 95 Stat. 357, 512 (1981), as
amended by, Act of October 30, 1984,
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CONTINUED

Public Law Number 98-558, section
202, 98 Stat. 2878, 2884 (1984). For
purposes of this subdivision, “eligible
entity” also means any community
action agency which qualified under
all federal and state regulations
applicable during the period from
1981 to September 30, 1984.

Subd. 2. Designation and
recognition. To obtain recognition
by the governor a community action
agency must be designated by a
political subdivision having jurisdic-
tion over the entire area to be served
by the agency. To designate a com-
munity action agency, the political
subdivision must hold a public hear-
ing, pass a resolution to designate,
and file a “notice of intent to desig-
nate” and eligibility documents with
the state office of economic opportu-
nity for final review and authoriza-
tion for a new community action
agency.

Subd. 3. Administering board.
Each community action agency shall
administer its community action pro-
grams through a community action
board consisting of 15 to 51 mem-
bers.

(a) One-third of the members of
the board shall be elected public offi-
cials, currently holding office, or their
representatives.

(b) At least one-third of the
members shall be persons chosen in
accordance with democratic selec-
tion procedures adequate to assure
that they are representative of the
poor in the area served.

(c) The other members shall be
officials or members of business,
industry, labor, religious, welfare,
education, or other major groups
and interests in the community. Each
member of the board selected to
represent a specific geographic area
within a community must reside in
the area represented.

(d) The public community action
agency shall have an administering

board which meets the requirements
of this subdivision.

(e) The statewide migrant season-
al farmworker organization known as
the Minnesota migrant council and
Indian reservations carrying out com-
munity action programs are exempt
from the board composition require-
ments of this subdivision.

Subd. 4. Delegation of powers.
If a community action agency places
responsibility for major policy deter-
minations with respect to the charac-
ter, funding, extent, and administra-
tion of and budgeting for programs
to be carried on in a particular geo-
graphic area within the community
in a subsidiary board, council, or
similar agency, that board, council,
or agency shall be broadly represen-
tative of the area.

Subd. 5. Local participation.
Each community action agency shall
consult neighborhood based organi-
zations composed of residents of the
area or members of the groups
served to assist the agency in the
planning, conduct, and evaluation of
components of the community
action program.

Subd. 6. Functions; powers. A
community action agency shall:

(a) Plan systematically for an
effective community action program;
develop information as to the prob-
lems and causes of poverty in the
community; determine how much
and how effectively assistance is
being provided to deal with those
problems and causes; and establish
priorities among projects, activities
and areas as needed for the best and
most efficient use of resources;

(b) Encourage agencies engaged
in activities related to the community
action program to plan for, secure,
and administer assistance available
under section 119A.374 or from
other sources on a common or
cooperative basis; provide planning
or technical assistance to those agen-
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cies; and generally, in cooperation
with community agencies and offi-
cials, undertake actions to improve
existing efforts to reduce poverty,
such as improving day-to-day com-
munications, closing service gaps,
focusing resources on the most
needy, and providing additional
opportunities to low-income individ-
uals for regular employment or par-
ticipation in the programs or activi-
ties for which those community
agencies and officials are responsible;

(c) Initiate and sponsor projects
responsive to needs of the poor
which are not otherwise being met,
with particular emphasis on provid-
ing central or common services that
can be drawn upon by a variety of
related programs, developing new
approaches or new types of services
that can be incorporated into other
programs, and filling gaps pending
the expansion or modification of
those programs;

(d) Establish effective procedures
by which the poor and area residents
concerned will be enabled to influ-
ence the character of programs
affecting their interests, provide for
their regular participation in the
implementation of those programs,
and provide technical and other sup-
port needed to enable the poor and
neighborhood groups to secure on
their own behalf available assistance
from public and private sources;

(e) Join with and encourage busi-
ness, labor and other private groups
and organizations to undertake,
together with public officials and
agencies, activities in support of the
community action program which
will result in the additional use of pri-
vate resources and capabilities, with
a view to developing new employ-
ment opportunities, stimulating
investment that will have a measur-
able impact on reducing poverty
among residents of areas of concen-
trated poverty, and providing meth-
ods by which residents of those areas

can work with private groups, firms,
and institutions in seeking solutions
to problems of common concern.

Community action agencies,
migrant and seasonal farmworker
organizations, and the Indian reser-
vations, may enter into cooperative
purchasing agreements and self-
insurance programs with local units
of government. Nothing in this sec-
tion expands or limits the current
private or public nature of a local
community action agency.

(F) Adopt policies that require the
agencies to refer area residents and
community action program con-
stituents to education programs that
increase literacy, improve parenting
skills, and address the needs of chil-
dren from families in poverty. These
programs include, but are not limit-
ed to, early childhood family educa-
tion programs, adult basic education
programs, and other lifelong learn-
ing opportunities. The agencies and
agency programs, including Head
Start, shall collaborate with child care
and other early childhood education
programs to ensure smooth transi-
tions to work for parents.

Subd. 7. Agencies as local
providers. Agencies defined by this
section shall be considered among
local providers of outreach services
and activities for all antipoverty
efforts.

Subd. 8. Categorical funds.
Federal antipoverty categorical funds
consolidated into block grants to the
state of Minnesota shall be designat-
ed by the state for antipoverty pur-
poses.

HIST: 1981 ¢ 367 5 3; 1982 ¢ 571 s
4-8; 1985 ¢ 2825 3; 1986 c 411 s
1,2, 1987 c 403 art 25 133; 1994 ¢
632 art 45 65; 15Sp1995c 3 art 16 s
13; 1997 c 162 art 2 s 25; 15p1998
clart1s3
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MS 119A.376
Community Action Programs

Subdivision 1. In general. A
community action program is a
community based and operated pro-
gram which:

(a) Includes or is designed to
include a sufficient number of pro-
jects or components to provide, in
sum, a range of services and activi-
ties having a measurable and poten-
tially major impact on causes of
poverty in the community or those
areas of the community where
poverty is a particularly acute prob-
lem;

(b) Has been developed, and
which organizes and combines its
component projects and activities, in
a manner appropriate to carry out all
the purposes of sections 119A.374 to
119A.376; and

(c) Conforms to any other supple-
mentary criteria as the governor may
prescribe consistent with the purpos-
es and provisions of sections
119A.374 to 119A.376.

Subd. 2. Components. The com-
ponents of a community action pro-
gram shall be designed to assist par-
ticipants, including homeless individ-
uals and families, migrant and sea-
sonal farmworkers, and the elderly
poor to achieve increased self-suffi-
ciency and greater participation in
the affairs of the community by pro-
viding services and programs not
sufficiently provided in the commu-
nity by any governmental unit, any
public institution, or any other pub-
licly funded agency or corporation.
Community action agencies, govern-
mental units, public institutions or
other publicly funded agencies or
corporations shall consult on
whether or not a program or service
is sufficiently provided in the com-
munity.

Subd. 3. Administration.
Components of a community action
program may be administered by
the community action agency when
consistent with sound and efficient
management and applicable law, or
by other agencies. They may be pro-
jects eligible for assistance under sec-
tion 119A.374, or projects assisted
from other public or private sources;
and they may be either specially
designed to meet local needs, or
designed pursuant to the eligibility
standards of a state or federal pro-
gram providing assistance to a par-
ticular kind of activity which will help
in meeting those needs.

Subd. 4. Data classification.
Data collected on individuals from
which the identity of any individual
receiving services may be deter-
mined are private data on individuals
as defined in section 13.02.

HIST: 1981 c 367 s 4; 1982 c 571 s
9; 1Sp1995c 3 art 16 s 13; 1Sp1998
cTlart1s4; 2000 c 468 s 21
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ABOUT ROMA

ROMA is an approach to manage-
ment which builds accountability
into the daily activities of employees
and the daily operations of an orga-
nization. ROMA is an avenue for
organizations to continually evaluate
the effectiveness of their programs
and plot a course for improvements
in agency capacity and performance.
ROMA is also the common language
for members of the Community
Action Network to use to respond to
the Government Performance and
Results Act (GPRA) of 1993 (which
requires that federally funded pro-
grams demonstrate measurable out-
comes).

In August of 1994, Donald Sykes, the
Director of the Office of Community
Services (OCS), chartered the
Community Services Block Grant
(CSBG) Monitoring and Assessment
Task Force. The task force created six
broad goals and a list of direct mea-
sures for member of the Community
Action Network to use when
responding to GPRA. A detailed ver-
sion of the new 1999 goals and mea-
sures is also available. Two goals
speak about family level outcomes,
two goals address community level
outcomes, and two goals specify
agency level outcomes:

1. Low-Income People Become More
Self-Sufficient. (Family level)

2. The Condition in which Low-
Income People Live Are Improved
(Community level)

3. Low-Income People Own a Stake
in Their Community. (Community
level)

4. Partnerships Among Supporters
and Providers of Services to Low-
Income People are Achieved.
(Agency level)

5. Agencies Increase Their Capacity
to Achieve Results (Agency level)

6. Low-Income People, especially
Vulnerable Populations, Achieve Their
Potential by Strengthening Family

and Other Supportive Systems.
(Family level)

Producing Results

Since the mid-1990’s the Minnesota
Community Action network has
been focused on producing results.
At the federal level, Results-Oriented
Management and Sccountability
(ROMA) was evolving.

ROMA springs from the federal
Community Services Block Grant
(CSBG) which is at the cornerstone
of Community Action Agency under-
takings. The current status of ROMA
is summarized in federal Information
Memorandum #49, which can be
viewed at: http://www.roma1l.org.

The spirit of ROMA is succinctly cap-
tured in the following statement
from the federal officials in
Informaton Memorandum #49:

The most successful (community
action) agencies have come to
understand that Community Action
not only survives, but thrives, when
it engages in continuous self-exami-
nation. Our “star players” ask and
answer, again and again:

Why are we here: Who are we help-
ing? What are we helping them to
become? How will we know and
describe success, both theirs and
ours?

ROMA's focus is three-fold, and
national goals have been articulated
for each area:

¢ Client Outcomes
* Agency Outcomes
e Community Outcomes

The results that community action
agencies achieve in working with
their clients are one critical compo-
nent of ROMA. A central principle
involves working with the whole
client or the whole family to answer
the questions: So what? Did we
make a difference? What kind of dif-

REPORTING |}
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ference did we make? The two
national ROMA goals for client out-
comes are:

¢ Low-Income People Become More
Self-Sufficient

¢ Low-Income People, expecially
Vulnerable Populations, Achieve Their
Potential by Strengthening Family
and Other Supportive Systems

Another key component of ROMA is
to focus on agency level results. Is
the agency organized to achieve
results acrtoss programs? Is agency
staff continually learning the princi-
ples of outcome based program-
ming? Are internal systems improv-
ing their ability to support integrated
programming and measure results?

The two national ROMA goals for
agency outcomes are:

¢ Agencies Increase Their Capacity to
Achieve Results

e Partnerships among Supporters
and Providers of Services to Low-
Income People are Achieved

Minnesota ROMA is a True
Collaborative

Our success is due, in large part, to
the success of the Minnesota steer-
ing committee. This “ROMA Team”
is a true collaborative between local
community action agencies, the
Minnesota Community Action
Association and the Minnesota Office
of Economic Opportunity. Strategies
and next steps are developed by
consensus. Shared resources are tar-
geted to most effective uses.
Throughout, the ROMA Team has
been guided by three fundamental
principles, with respect to data col-
lection:

¢ Meaningful data for local agency
service delivery

¢ Potency—solid connection
between intervention and outcome

* Minimize cost of data collection

12
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ADVANTAGES AND DISADVAN-
TAGES OF EXEMPTION UNDER
INTERNAL REVENUE CODE SEC-
TION 501(c)(3) VERSUS OTHER
SUBSECTIONS OF SECTION
501(c)

1. CATEGORIES OF EXEMPT
ORGANIZATIONS.

A. CODE SECTION 501(c).
Organizations organized and
Operated for Religious, Charitable,
Scientific, Testing for Public Safety,
Literary or Educational Purposes, or
for the Prevention of Cruelty to
Children or Animals.

1. Language of Section 501(c)(3).
Section 501(c)(3) of the IRC exempts
corporations, and any community
chest, fund, or foundation, organized
and operated exclusively for reli-
gious, charitable, scientific, testing
for public safety, literary, or educa-
tional purposes, or to foster national
or international amateur sports com-
petition (but only if no part of its
activities involve the provisions of
athletic facilities or equipment), or
for the prevention of cruelty to chil-
dren or animals, no part of the net
earnings of which inures to the ben-
efit of any private shareholder or
individual, no substantial part of the
activities of which is carrying on pro-
paganda, or otherwise attempting to
influence legislation, and which does
not participate in, or intervene in
(including the publishing or distrib-
uting of statements), any political
campaign on behalf of any candi-
date for public office.

2. Organizational and Operational
Tests. The first thing to note about
the exemption provided by Section
501(c)(3) is that in order to qualify
for exempt status an organization
must be organized and operated
exclusively for the required exempt
purposes.

a. Organizational Test.
1) In general, Treas. Req. 81.501(c)

THE 501(C) NUMBERS GAME: WHICH SECTION
IS BEST FOR YOUR ORGANIZATION?

(3)-1(b)(I) provides that an organiza-
tion is considered to have satisfied
the “organizational test” only if its
articles of incorporation:

a) Limit the purposes of such
organization to one or more exempt
purposes, and

b) Do not expressly empower
the organization to engage, other-
wise than as an insubstantial part of
its activities, in activities which in
themselves are not in furtherance of
one or more exempt purposes.

Note that the organizational docu-
ment itself, and not simply the
Bylaws or other secondary operating
rules, must contain these provisions.
The articles may set forth more than
one exempt purpose, but may not
authorize the organization to carry
on activities that are not in further-
ance of one or more exempt purpos-
es, except as an insubstantial part of
its activities.

2) Treas. Reg. §1.501(c)(3)-I(b)(3)
provides that an organization does
not meet the “organizational test” if
its articles of incorporation expressly
empower it;

a) To devote more than an
insubstantial part of its activities in
attempting to influence legislation by
propaganda or otherwise, or

b) Directly or indirectly to partic-
ipate in, or intervene in, any political
campaign on behalf of or in opposi-
tion to any candidate for public
office, or

¢) To have obijectives and to
engage in activities which character-
ize it as an “action” organization as
defined in Treas. §1.501(c)(3)-

1(c)(3).

3) An organization meets the
“organizational test” only if its assets
are dedicated to an exempt purpose.
An example of this would be if upon
dissolution of the corporation, the

RESPONSIBILITIES |}
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assets of the corporation were dis-
tributed for one or more exempt
purposes either by reason of a provi-
sion in the articles of incorporation
or by operation of law. However, an
organization does not meet the “
organizational test” if its articles or
the law of the state in which it was
created provide that upon dissolu-
tion the assets are to be distributed
to members or to shareholders.

Treas. Reg. § 1.501 (c)(3)-1 (b)(4).
b. Operational Test.

1) An organization will be regarded
as satisfying the “operational test”
only if it engages prim in activities
that accomplish one or more exempt
purposes. An organization will not be
so regarded if a substantial part of its
activities is not in furtherance of an
exempt purpose. Treas. Reg. § 1.501

©)- (©1).

2) An organization may carry on a
trade or business (within the same
corporate shell as the organization
itself) as long as the organization is
not organized and operated for the
primary purpose of carrying on such
unrelated trade or business. To deter-
mine the primary purpose of an
organization, all of the relevant facts
and circumstances concerning the
organization must be considered,
including the size and the extent of
the activities that are in furtherance
of one or more exempt purposes.

Treas. Reqg. 81.501(c)(3)-I(e).

3. Religious Organizations.

a. The IRC and regulations thereun-
der do not define the term “religious
organization.” Rather, the determina-
tion of whether an organization is a
“religious organization” has been left
to IRS rulings and court decisions.
See, for example, Unity School of
Christ B. T. A. 61, 70 (1926) in
which the Board of Tax Appeals stat-
ed:

“Religion is not confined to a sect or
a ritual. The symbols of religion to
one are anathema to another. What
one may regard as charity another
may scorn as foolish waste. And even
education is today not free from
divergence of view as to its validity.
Congress left open the door of tax
exemption to all corporations meet-
ing the test, the restriction being not
as to the species of religion, charity,
science or education under which
they may operate, but as to the use
of its profits and the exclusive pur-
pose of its existence.”

b. It is clear, however, that the term
“religious organization” as used in
Section 501(c)(3) of the IRC has a
broader meaning than the term
“church” as used in Section
170(b)(1)(A)(i) of the IRC. See in this
connection the case of American
Guidance Foundation, Inc. v. U.S., 46
AFTR 2d 80-5006 (1980), and the
definition of “church” found in Treas.
Reg. § 1.511-2(a)(3)(ii).

4. Charitable Organizations.

a. The term “charitable” is used in
its broad sense and is not to be con-
strued as limited by the separate
enumeration in Section 501(c)(3) of
the IRC of other tax-exempt purpos-
es. Thus, the term ,.’charitable” may
include relief of the poor and dis-
tressed, advancement of religion,
advancement of education or sci-
ence, lessening of the burdens of
government, and the defense of
human or civil rights. Treas. Req.
Section 1.501(c)(3) - | (d)(2).

b. Sometimes the cases and rulings
have developed certain specific
requirements for particular types of
organizations such as hospitals.
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5. Educational Organizations.

a.Jreas. Req.  §1.501(c)(3)-1(d)(3)
states that the term “educational”

means:

1) The instruction or training of an
individual for the purpose of improv-
ing or developing his or her capabili-
ties; or

2) The instruction of the public on
subjects useful to the individual and
beneficial to the community.

b. Itis clear from the regulations
under Section 501(c)(3) of the IRC
that the term “educational organiza-
tion” as used in Section 501(c)(3) of
the IRC is broader than the term
“educational institution” found in
Section 170(b)(1)(A) of the IRC.
Compare in this regard Treas. Reg. 8§
1.501 (c)(3)-1 (d)(3)(ii) and Treas.
Reg. § 1.170A-9(b)(2).

6. Scientific Organizations.

Scientific organizations are those pri-
marily engaged in carrying on scien-
tific research in the public interest. It
should be noted, however, that sci-
entific research does not include
activities of a type ordinarily carried
on as an incident to commercial or
industrial operations. See in this
regard Treas. Reqg. § 1.501 (c)(3)-1
(d)(5).
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Responsibilities

Collectively and individually, Board
Members are legally and morally
responsible for the activities of the
organization. Board Members are
solely responsible for determining

Agency policy in the following areas:

Human Resources
= Board:
Recruiting new Board Members

Recognizing and nurturing
existing Board Members

Providing existing Board
Members with opportunities to
grow and develop

= Executive Director:
Hiring
Firing
Evaluation
= Personnel policies:
Policy guidance about salaries
Benefits
Grievance procedures
= Volunteers:
Policy setting

Prioritize areas in which to use
volunteers

How the organization should
treat and recognize its volunteers

Planning

Set and review the organization’s
mission, philosophy and goals

Plan for the organization’s future

Determine which services/
programs the organization is to
provide

Evaluate the organization’s
programs and operations on a
regular basis

WHAT DOES A BOARD MEMBER DO?

Finance

Oversee the development of the
agency’s budget and monitor its
execution

Raise funds or ensure that
adequate funds are raised

Manage and maintain property or
investments

Ensure financial accountability

Organizational Operations

Ensure that the organization’s
administrative systems are
adequate and appropriate

Ensure that the Board’s operations
are adequate and appropriate

Ensure that the organizational
and legal structure are adequate
and appropriate

Ensure that the organization and
its board members meet all legal
requirements

Minimal Job Requirements

= A demonstrated interest in the
organization’s goals

= Specific experience and/or
knowledge in at least one area:
Human Resources, Planning,
Finance, Community Relations, or
Organizational Operations.

= Representative of some aspect or
segment of the population in the
community.

= A willingness to expand
knowledge of Board responsibilities

= A willingness to represent the
organization to the community

= A willlingness to contribute 6 to 10
hours per month, as follows:

3-4 hours in preparation and atten-
dance of Board meetings

2-3 hours in committee meetings

1-3 hours in special requests

RESPONSIBILITIES |}
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Board members are responsible for
determining the agency’s (ABC) poli-
cy in human resources, planning,
finance, community relations, and
organizational operations.

Human Resources — Board mem-
bers have three key responsibilities in
this area:

1) Board membership, which includes
recruiting new board members, rec-
ognizing and nurturing existing board
members, and providing existing
board members with opportunities to
grow and develop as leaders;

2) Executive director oversight, which
includes hiring, termination, disciplin-
ing and ongoing evaluation of the
executive director;

3) Personnel policies, which includes
policies relating to the executive
director’s employment, and ensuring
that the executive director has com-
plete and up-to-date policies in place
for management of staff.

Planning — Board members have
three key responsibilities in this area:

1) Establishing and reviewing ABC’s
mission/philosophy/goals;

2) Planning which services/programs
ABC provides; and

3) Evaluating ABC services/programs
and operations on a regular basis.

Finance — Board members have four
key responsibilities in this area:

1) Ensuring financial accountability of
ABC;

2) Overseeing an ongoing process of
budget development, approval and
review;

3) Raising funds and/or ensuring that
adequate funds are available to sup-
port ABC’s policies and programs;
and

SAMPLE BOARD MEMBER JOB DESCRIPTION

4) Overseeing properties or invest-
ments of ABC.

Community Relations — Board mem-
bers have three key responsibilities in
this area:

1) Ensuring that ABC’s programs and
services appropriately address the
needs of those we serve;

2) Advocating for ABC’s services/pro-
grams which includes an awareness
that board members are always emis-
saries of ABC in the community; and

3) Cooperative action, which includes
determining occasions when ABC
could/should take part in coalitions,
joint operations, etc.

Organizational Operations — Board
members have four key responsibili-
ties in this area:

1) Ensuring that ABC’s management
systems are adequate and appropri-
ate;

2) Ensuring that the board’s opera-
tions are adequate and appropriate,
which includes writing policies for
conduct of meetings and operation of
board business;

3) Ensuring that organizational and
legal structure are adequate and
appropriate;

4) Ensuring that ABC and its board
members meet all applicable legal
requirements.

Performance expectations for
board members

In performing duties as a member of
the ABC board, every board member
is expected to:

= demonstrate a strong belief and
commitment to ABC’s mission.

RESPONSIBILITIES
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CONTINUED

= devote the necessary time to pre-
pare for and participate in board and
committee meetings.

= exhibit high ethical standards and
integrity in all board actions.

= be an enthusiastic advocate for
ABC.

= take responsibility and accountabili-
ty for ABC and all decisions made by
the board.

= spend the time necessary to learn
how to do the job, and maintain an
ongoing schedule of inservice to
learn how to do the job better.

= demonstrate willingness to work as
a team member with other board
members and the executive director.
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WHAT DOES THE BOARD OF DIRECTORS DO?

The board of directors provides the con-
tinuity on which your organization is
based. Individual members of the staff
and the board come and go, but the
entity of the board exists as long as your
organization does. Individual members
of the board together form a corporate
body that has the overall responsibility
for your organization.

What are the specific functions of the
board of directors? Board members gen-
erally assume responsibilities in the fol-
lowing areas.

Budget and Finance

The board members approve the bud-
get, which is generally prepared by the
executive director of the agency. They
monitor program expenditures and
determine sound fiscal policy and inter-
nal control practices. They assume
responsibility for the fiscal accountability
of the organization. (These finance-relat-
ed functions are probably the ones most
important to the board.)

Planning

Members of the board of directors
approve the long-range plans of the
organization including the program’s
goals and objectives. They assist the staff
in the development of these plans and
set organizational priorities for action.

Fund Raising

Board members ensure that adequate
funds are available for financing the
agency’s operations. They approve the
general fund-raising methods used by
the organization. They participate in
fund-raising activities, and individual
board members may serve as the
agency’s contact with specific sources of
funds.

Policy

Members of the board determine the
organization’s policies. Policies can be
defined as the broad guidelines that pro-
vide a framework for future decision
making. Policies are reflected in proce-
dures. which are the more specific, nar-

row parameters that are used in organi-
zational decision making.

Procedures clarify what steps must
be taken, what rules must be followed,
and who must be included in the
process. Procedures are generally formu-
lated by the staff rather than by the
board.

Personnel

The board of directors hires the execu-
tive director, monitors the effectiveness
of the director’s performance, and
removes the director when his or her
performance is unsatisfactory. It deter-
mines the salary scales and benefits for
the staff, and it develops personnel poli-
cies. (However, staff members are hired,
evaluated, and, if necessary, removed by
the executive director, not the board.)

Public Relations

The board of directors communicates
with funders, community leaders, and
other interested parties about the pro-
gram. It represents the agency in the

community. And it advises the staff in
development of public relations plans.

Program Evaluation

Board members monitor the program’s
effectiveness. They review program-eval-
uation procedures on a regular basis,
and they advise the staff on the agency’s
self-evaluation.

Board Development

The board of directors determines the
structure of the board and committee
membership. It nominates and selects
new board members and sets the stan-
dards for its own periodic self-evaluation.
(This self-evaluation process is rare among
nonprofit boards, but it can be an impor-
tant means of maintaining an effective
and qualified board of directors.)

Advising

The board offers administrative guidance
to the executive director and advises the
staff in the various program areas. Small
agencies with a limited staff often use
the expertise of board members, who
give advice or provide a new perspective
on problems.

RESPONSIBILITIES |}
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CORPORATE STRUCTURE/
BOARD ORGANIZATION

ABC is established as a nonprofit cor-
poration under the laws of this state.
The board of directors is established
as the authority to operate ABC in
accordance with bylaws and board
policies.

ABC business will be conducted
in accordance with the laws of this
state, the corporation’s articles of
incorporation, bylaws of the corpora-
tion, board policies and generally
accepted business practices that will
accomplish the ABC mission.

Authority of the board of
directors

Each member of the ABC Board,
together with other members of the
Board, is legally and morally responsi-
ble for all activities of ABC. All mem-
bers of the board share in a joint and
collective authority which exists and
can only be exercised when the
group is in session.

Board member commitment

Serving as a board member of
ABC involves a very special commit-
ment. To meet that commitment,
board members are expected to:

= ensure adherence to ABC’s mission.

= attend and actively participate in all
of the board’s meetings, and notify
the executive or board chairperson of
anticipated absence.

= when absent from a meeting,
review minutes and results of the
missed meeting.

= do their homework to be prepared
to participate fully in board and com-
mittee meetings.

= serve actively on at least one
committee.

= act only with the full board, not
individually unless authorized to do
so by the full board.

= speak for the full board only when
the full board sanctions their doing
SO.

Board delegation of policy
interpretation to staff and public

The Board delegates to the exec-
utive director responsibility for policy
interpretation to the staff and public
and for rule making, issuance of pro-
cedural directives and guides not
specifically covered or detailed in the
Board Policy Manual. Such interpre-
tations, rules and directives have the
force of board regulations unless and
until suspended by board action.

Board member rights

Members of the ABC Board are
granted certain specific rights. All
board members have the right to:

= receive notice of board meetings
and the agenda.

= attend and participate in board
meetings.

= examine ABC’s books, records,
meeting minutes, financial state-
ments and

contracts.

= place items on the board meeting
agenda at the appropriate time.

Board member conflict of
interests

Board members have a duty to subor-

dinate personal interests to the welfare
of ABC and those we serve. Conflicting
interests can be financial, personal rela-
tionships, status or power.

Board members and employees
are prohibited from receiving gifts,
fees, loans, or favors from suppliers,
contractors, consultants, or financial
agencies, which obligate or induce
the board member or employee to
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compromise responsibilities to nego-
tiate, inspect or audit, purchase or
award contracts, with the best inter-
est of ABC in mind.

Board members and employees
are prohibited from knowingly dis-
closing information about ABC to
those who do not have a need to
know or whose interest may be
adverse to ABC, either inside or out-
side ABC. Nor may board members
or employees in any way use such
information to the detriment of ABC.

Board members or employees
may not have a significant financial
interest in any property which ABC
purchases, or a direct or indirect
interest in a supplier, contractor, con-
sultant or other entity with which
ABC does business.

Since it is not possible to write a
policy that covers all potential con-
flicts, board members and employees
are expected to be alert for and
avoid situations which might be con-
strued as conflicts of interests.

Any possible conflict of interests
on the part of any board member
should be disclosed to the other
board members and made a matter
of record, either through an annual
procedure or when the interest
becomes a matter of board action.

Any board member having a con-
flict of interests or possible conflict of
interests should not vote or use
his/her personal influence on the mat-
ter, and he/she should not be counted
as part of a quorum for the meeting.
The minutes of the meeting should
reflect that a disclosure was made, the
abstention from voting and the quo-
rum situation.

These restrictions should not be
construed as preventing the board
member from briefly stating his/her
position in the matter, nor from
answering pertinent questions of other
board members, since his or her

BOARD ORGANIZATION, CONTINUED

knowledge could be of assistance to
the deliberations.

All board members will be
required to complete the “Conflict of
Interests Statement.” This policy will
be reviewed by the board annually
and given to each new board mem-
ber for signature during orientation.

Duty of board members not to
compete

A board member may not use
his/her position on the ABC Board to
prevent ABC from competing with
the board member’s business. It is
expected that board members, even
after they complete board service,
will not use trade secrets, client lists,
or other confidential information
acquired by virtue of being a mem-
ber of the board.

Legal obligations of board
members

The ABC board is both responsi-
ble and liable for ABC. The ABC
board and the law require every
board member to follow the rule of
the reasonably prudent person and
the principle of good faith.

The rule of the reasonably prudent
person means that the board will not:

= mismanage ABC by deviating from
fundamental management principles,
such as planning carefully for the
future of ABC, regularly reviewing the
financial status of ABC, and monitor-
ing compliance with board policies.

= fail to govern by utilizing all control
systems to govern ABC.

= be involved in self-dealing that pro-
vides personal gain to board mem-
bers.
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The principle of good faith means
that board members will:

» attend all board and committee
meetings to be a part of board
actions.

= read and understand ABC’s policies
and bylaws.

= pay attention to corporate affairs
and keep informed about organiza-
tion activities.

= ensure that ABC is in compliance
with legal requirements.

= avoid self-dealing.

Ethical obligations of board
members

The board will annually approve
a code of ethics for board members.
All board members will be given a
copy of the code of ethics, and will
be expected to adhere to the provi-
sions of that code.
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SAMPLE CONFLICT OF INTERESTS STATEMENT RESPONSIBILITIES

J1dNVS IR

Conflict of Interests Statement

| have read and am familiar with the ABC board policy concerning conflict of
interests, and | have initialed the line opposite the appropriate paragraph

below.

During the past year, neither |, nor to the best of my knowledge, any
member of my family has had an interest or taken any action which would

contravene the policy of this board.

During the past year, neither I, nor to the best of my knowledge, any
member of my family has had an interest or taken any action which would
contravene the policy of this board, except such interest or action fully dis-

closed below:

Board member
signature

Date
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WHAT IS THE FUNCTION OF

A BOARD OF DIRECTORS?

Functions of a board of directors can
be looked at from two different
angles: what the board does and how
the board does it. It would be easy to
say that what the board does is meet,
talk, vote, then go home; to some
members on some boards that may
well be true. In reality, there is a lot
more to being a board member than
attending meetings. The major areas
in which a board must function are
listed below. There are other areas
that arise from time to time, but it is
within these areas the board will
devote the most energy.

Human Resources

The term human resources is not
entirely interchangeable with person-
nel. Personnel is defined as the admin-
istrative area concerning persons
employed by a company or organiza-
tion. The board of an organization
needs to be concerned with more
than just the persons it has employed.
Human resources for a board of direc-
tors entails actual employees, plus per-
sons who volunteer for the organiza-
tion in its day-to-day operations, per-
sons who sit on committees, and in
some instances, clients. Do not forget
that board members are also valuable
human resources that need as much
care and attention as employees. The
board’s main function in terms of
human resources is to oversee all
aspects in this area. The best way to
spread the work load evenly is to
charge a committee with human
resource responsibilities.

Although human resources entails
more than just personnel, for most
boards, the majority of time is spent
on personnel issues. Some aspects of
the work can be delegated to staff,

but the board retains the responsibility

to insure that personnel policies are
written with respect to state and fed-
eral statutes, job descriptions truly

reflect the duties and responsibilities of
the job, adequate compensation is
paid, and most important, all employ-
er tax obligations with regard to
employees are met.

Public and Community Relations

Boards often assume that PR is the
responsibility of the staff.
Consequently, boards are often sur-
prised to find that little or no public
relations has taken place. As a part of
a well-developed strategic plan, com-
munity and public relations deserve
major consideration. It is the board’s
main function to decide what the
image of the organization will be and
how that image will be projected and
maintained.

Marketing

Marketing is a new world for many
nonprofit boards. Marketing doesn’t
have to be confusing or complex, but
it does deserve critical board atten-
tion. A well-developed marketing plan
can help an organization accomplish
the following:

= Define the organization’s unique
niche and ensure that it has the right
services to meet people’s needs.

= Reach the audiences with a message
that motivates people to respond.

= Decide what the organization wants,
go after it, and become more prosper-
ous with increased resources to carry
out its mission.

= Stand out from the crowd and
attract the kind of attention, support,
and enthusiasm deserved.

= Have a greater impact on the social
welfare agenda in the community and
beyond.
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HOW DOES THE BOARD
CARRY OUT ITS FUNCTIONS?

There are five basic principles that
guide board members in carrying out
what must be accomplished. The
board management responsibilities
are all interrelated. One or more of
these functions is always performed
in the normal carrying out of a
board’s duties.

PLANNING: One of the primary tasks
of the board is planning. It is the
responsibility of the board to decide
in advance what is to be done.
Ideally, it is the staff's (Executive
Director’s) responsibility to reply to
the board for carrying out plans. The
process of developing plans is on-
going, requiring thoughtful consider-
ation of all the factors necessary to
achieve the goals and obijectives.

DELEGATING: A board needs to tell
staff, committees, etc., their assign-
ments. The board must also evaluate
what has been done. The key to
effective delegation lies in planning
and evaluation. If you clearly define
specific roles including a general
timeframe and specific responsibili-
ties, and then set up procedures for
monitoring and evaluation, it’s not
necessary for the board to be
involved in the actual carrying out of
the responsibility. Involvement of the
staff in the planning process leads to
a great success in delegation.

DIRECTING: This requires the board
to give proper direction to the organi-
zation. Through its leadership skills,
innovative practices, educational
objectives, and effective communica-
tion system, the board is able to
guide the organization and supervise
its overall operations in a successful
manner. Successful directing includes:

= Determining what tasks are to be
done.

» Determining what tools, supplies
and facilities are necessary to do each
task.

= Preparing clear and effective orders,
instructions, and information.

= Establishing standards of perfor-
mance and control points for each
person.

= Providing for proper communica-
tions and relations within and among
all organizational units.

CONTROLLING: Controlling is the
process of getting plans followed to
specification. One of the major tasks
of the board is to be responsible for
the financial structure of the organi-
zation. It must establish a plan which
will help control the financial situa-
tion of the organization:

= Setting a budget is a tool of con-
trol. It should be established before
the start of operations of the fiscal
year. Typically, it is based on recom-
mendations from staff jointly with the
Finance Committee.

= Monitoring the organization’s
financial health involves the use of
other tools. The Balance Sheet is a
snap-shot view of the organization’s
financial situation. The Operating
Statement is a presentation of the
actual expenses and income of the
organization over a specified period
of time. Plans, including goals and
objectives that are timed and mea-
surable, offer one of the best tools
with which to control.

COORDINATING: An organization is
a complex, living group of diverse
interests. It is incumbent upon the
board to facilitate a reasonable
degree of harmony in the agency.
There are some methods the board
may use to meet this end:

= The Board may propose some
change in organizational structure.
Clarifying the structure may eliminate
questions as to responsibilities of the
people.

= The Board should develop and
promote standard policies.

= The board may establish commit-
tees with board, staff, and client
members.
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FINANCIAL MANAGEMENT

It is frequently said, “Our board does
not have to worry about our finances
because we have a member who is
an accountant (or treasurer, bank
official, CPA, etc.).” Even with several
competent members on the board,
the board as a whole is responsible
for the financial management of the
organization. Each member should
know how to read basic financial
reports, statements, and projections.
Why?

It is important to know and
understand finances for several rea-
sons. First, without an understanding
of the organization’s financial pic-
ture, planning becomes a meaning-
less exercise.

Second, full understanding
improves communications with
everyone concerned. Board mem-
bers should understand the organiza-
tion’s finances in order to fully com-
municate with funders, staff, clients,
members, and the general public.

Third, the legal responsibility for
an organization’s financial success, its
ability to pay debts, taxes and credi-
tors, belongs to the board. The
board can delegate tasks concerning
financial matters to other people (i.e.
Executive Director), but it cannot
delegate its legal responsibility.
Furthermore, the board has a moral
obligation to its members, clients, or
the general public to use funds wise-
ly and to provide the best programs
with the available funds.

Fourth, the board needs to
ensure the success of the organiza-
tion. No matter how high values are
in terms of working the organization
and helping people, nothing can be
accomplished if the organization is
not financially successful to the point
of continuing to provide its services.
Thus, the board must monitor and
control the organization’s finances in
order to prevent deterioration of
physical equipment or assets, accu-

mulation of unpaid bills, default on
tax or loan payments, or ultimately,
bankruptcy.

Finally, the board needs to under-
stand financials to improve its deci-
sion-making ability. Understanding
the organization’s finances is crucial
to the board’s ability to make good
and prudent decisions. A decision
which spends money the organiza-
tion doesn’t have could spell disaster.
A decision to spend too little could
keep the organization from offering
valuable services to clients and the
public.

The financial reports with which
board members should be familiar
are Balance Sheet, Operating
Statements, and Cash Flow
Projections. Individual funders may
also require specialized forms of
reporting with which boards should
be acquainted.
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A Guide for Board Members
from the Office of Minnesota
Attorney General Mike Hatch

Introduction

The Attorney General has prepared this
Guide for Board Members to help
directors understand their responsibili-
ties as stewards of their organizations.
Under Minnesota law, directors of a
Minnesota nonprofit corporation are
responsible for management of the
business and affairs of the corporation.
This does not mean that directors are
required to manage the day to day
activities of a corporation or to act in
the role of an Executive Director. It
does mean that directors must appoint
officers and assign responsibilities to
them so that the officers can effectively
carry out the daily tasks of running the
corporation. It also means that direc-
tors must supervise and direct the offi-
cers and govern the charity’s efforts in
carrying out its mission. In carrying out
their responsibilities, the law imposes
on directors the fiduciary duties of
care, loyalty and obedience to the law.
These duties are more generally
described in this Guide.

Directors of Minnesota nonprofit cor-
porations must discharge their duties
in good faith, in a manner the director
reasonably believes to be in the best
interests of the corporation, and with
the care an ordinarily prudent person
in a like position would exercise under
similar circumstances.

m Duty of Care

To Exercise the Proper
Duty of Care:

1. Active Participation. A director
must actively participate in the man-
agement of the organization including
attending meetings of the board, eval-
uating reports, reading minutes,
reviewing the performance of the
Executive Director and so on. Persons
who do not have the time to partici-
pate as required should not agree to
be on the board.

FIDUCIARY DUTIES OF DIRECTORS OF
CHARITABLE ORGANIZATIONS

2. Committees. Directors may estab-
lish committees having the authority of
the board and may rely on informa-
tion, opinions or reports of these com-
mittees. However, the committees are
subject to the direction and control of
the board. As a result, directors are still
responsible for the committees and
should periodically scrutinize their
work.

3. Board Actions. A director who is
present at a meeting when an action is
approved by the entire board is pre-
sumed to have agreed to the action
unless the director objects to the meet-
ing because it was not lawfully called
or convened and doesn’t participate in
the meeting, or unless the director
votes against the action or the director
is prohibited from voting on the action
because of a conflict of interest.

4. Minutes of Meetings. Written min-
utes should be taken at every board
meeting. The minutes should accurate-
ly reflect the actions taken at the meet-
ing.

5. Books and Records. A director
should have general knowledge of the
books and records of the organization
as well as its general operation. The
organization’s articles, bylaws,
accounting records, voting agreements
and minutes must be made available
to members and directors who wish to
inspect them for a proper purpose.

6. Accurate Record Keeping. A direc-
tor should not only be familiar with
the content of the books and records,
but should also assure that the organi-
zation’s records and accounts are accu-
rate. This may mean the director must
take steps to require regular audits by
an independent certified public
accountant. At the very least, the
director should be aware of what the
financial records disclose and take
appropriate action to make sure there
are proper internal controls.

7. Trust Property. A director has the
duty to protect, preserve, invest and
manage the corporation’s property
and to do so consistent with donor

RESPONSIBILITIES |}
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restrictions and legal requirements.
Instituting proper internal controls will
aid in the protection of the assets.

8. Resources. A director must assist
the organization in obtaining adequate
resources.

9. Charitable Trusts. A trustee of a
charitable trust has a higher standard
of care than a director of a nonprofit
corporation. A trustee has the duty to
exercise the care an ordinary person
would employ in dealing with that
person’s own property. A trustee with
a greater level of skill must use that
higher skill in carrying out the trustee’s
duties.

10. Investigations. A director has a
duty to investigate warnings or reports
of officer or employee theft or mis-
management. In some situations a
director may have to report miscon-
duct to the appropriate authorities,
such as the police or the Attorney
General. Where appropriate, a director
should consult an attorney or other
professional for assistance.

m Duty of Loyalty

Traditionally, directors have an
absolute duty of complete, undivided
loyalty to the organization. This means
that directors should avoid using their
position or the organization’s assets in
a way which would result in pecuniary
or monetary gain for them or for any
member of their family. A director
should put the good of the organiza-
tion first and avoid engaging in trans-
actions with the organization from
which the director will benefit.

To Exercise the Duty of Loyalty:

1. Conflicts of Interest. Under certain
circumstances, a contract or transac-
tion between a nonprofit corporation
and its director or an organization in
which the director has a material finan-
cial interest is acceptable. However, if
the transaction is challenged, the
director will have the burden of estab-
lishing that the contract or transaction
was fair and reasonable, that there was

full disclosure of the conflict and that
the contract or transaction was
approved by members or other direc-
tors in good faith.

2. Written Policy. Boards should
establish a written policy on avoiding
conflicts of interest.

3. Loans. A nonprofit corporation may
not lend money to a director or the
director’s family members unless the
loan or guarantee may reasonably be
expected, in the judgment of the
entire board, to benefit the corpora-
tion.

4. Charitable Trusts. In charitable
trusts, transactions which otherwise
might constitute a conflict of interest
are permissible if the conflict was clear-
ly contemplated and allowed by the
original settler of the trust.

5. Corporate Opportunity. Directors
of business organizations are under a
fiduciary obligation not to divert a cor-
porate business opportunity for their
personal gain. A director of a nonprofit
corporation is also subject to this duty.
This duty means that a director may
not engage in or benefit from a busi-
ness opportunity that is available to
and suitable for the corporation unless
the corporation decides not to engage
in the business opportunity and con-
flicts of interest procedures are fol-
lowed.

6. Internal Revenue Code. Other pro-
hibitions relating to the duty of loyalty
are specified in the rules of the Internal
Revenue Code regarding self-dealing.
These rules apply to private founda-
tions.

Directors have a duty to follow the
organization’s governing documents
(articles of incorporation and by-laws),
to carry out the organization’s mission
and to assure that funds are used for
lawful purposes. Also, directors must
comply with other state and federal
laws that relate to the organization
and the way in which it conducts its
business.
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m Duty of Obedience

To Exercise the Duty of
Obedience:

1. State and Federal Statutes.
Directors should be familiar with state
and federal statutes and laws relating
to nonprofit corporations, charitable
solicitations, sales and use taxes, FICA
and income tax withholding, and
unemployment and workers’ compen-
sation obligations. They should also be
familiar with the requirements of the
Internal Revenue Service. Directors
should see to it that their organiza-
tion’s status with state and federal
agencies is protected.

2. Filing Requirements. Directors
must comply with deadlines for taxa-
tion, for filing with the Attorney
General, for registering with the
Secretary of State’s Office, for making
social security payments, for income
tax withholding, and so on.

3. Governing Documents. Directors
should be familiar with their organiza-
tion’s governing documents and
should follow the provisions of those
documents. Directors should be sure
proper notice is given for meetings,
that regular meetings are held, that
directors are properly appointed and
that the organization’s mission is being
accomplished.

4. Outside Help. Where appropriate,
directors should obtain opinions of
legal counsel or accountants.

This guide is provided by the Minnesota Attorney General’s Office to assist board
members with the important responsibilities assumed when they volunteer their
time. It is only a guide and is not meant to prescribe the exact manner that
board members must act in all situations. For more assistance, there are a num-
ber of resources in Minnesota that provide, at little or no cost, information, direct
assistance and materials for charities, their officers and directors. A list of these
resources can be obtained from the Charities Division, Minnesota Attorney
General’s Office, 1200 NCL Tower, 445 Minnesota Street, St. Paul, MN 55101-
2130. Or go to website: www.ag.state.mn.us/charities/

charDuties.html
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SAMPLE—BY-LAWS OF
ABC COMMUNITY ACTION, INC.

ARTICLE |—
PURPOSE OF THE ORGANIZATION

ABC Community Action, Inc., will
serve as the leader in the fight
against poverty for (list of counties)
counties as the federally designated
Community Action Agency, and will
promote self-sufficiency for all citi-
zens throughout the area.

ARTICLE II—MEMBERSHIP

The members of the board are the
membership of the corporation.

Membership of this corporation shall
consist of eighteen directors (18),
with each county in the service area
being represented by three directors,
including one director from each of
the federally required sectors: public,
private, and low-income or con-
sumer sector, and three members
elected at large, one from each of
the required sectors. Members will
serve no more than two consecutive
three year terms. Board terms will
be staggered with 1/3 of the board’s
membership being elected every
year.

2.1 Qualifications for membership:

Directors must reside in the county
they are selected to represent. They
must be dedicated to the principles
of community action, must adhere
to ABC Community Action’s mission,
and must attend and actively partici-
pate in all the board’s meetings.

2.2 How members are selected:

All board members are selected via a
process managed and monitored by
the Nominating Committee of the
Board. The Nominating Committee
is responsible for bringing to the
board nominees that are committed
to the agency’s mission, that reflect
the required representation, and that
represent diversity and inclusiveness.

Public Sector members shall be
selected from the pool of any publicly

elected officials. Public Sector mem-
bers are selected based on a lottery
system. All publicly elected bodies in
each service county are contacted by
the nominating committee of the
board on a bi-annual basis to deter-
mine interest in providing names of
potential board members. The list of
potential public sector representatives
is compiled on a county by county
basis.

When an opening exists for a public
sector representative from a specific
service county, the nominating com-
mittee will pull three names from the
list and will submit them to the

board for a vote. The director select-
ed for membership will be notified by
the nominating committee, and will
be seated for the term as determined
by these by-laws.

Private Sector members shall be
selected from the pool of any offi-
cials, members, or representatives of
business, private social groups,
industry, labor, religious organiza-
tions, private educational institutions,
significant minority groups, and
other major private groups and peo-
ple interested in the well being of
low income residents. Private Sector
members are selected based on a
lottery system. Private sector groups
and individuals in each county will
be contacted on a bi-annual basis by
the nominating committee of the
board to determine their interest in
serving as potential board mem-
bers.The list of potential private sec-
tor members will be compiled on a
county by county basis. When an
opening exists for a private sector
representative from a specific service
county, the nominating committee
will pull three names from the list
and will submit them to the board
for a vote. The director selected for
membership will be notified by the
nominating committee, and will be

RESPONSIBILITIES
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CONTINUED

seated for the term as determined by
these by-laws.

Consumer (Low Income) Sector
members shall be selected from the
pool of any persons who are receiv-
ing, have received or are eligible for
community action services.
Consumer (Low Income) Sector rep-
resentatives are selected based on a
lottery system. Consumer sector
groups and individuals, i.e. Head
Start, Senior Nutrition, Transportation
Services, etc., will be contacted on a
bi-annual basis by the nominating
committee of the board to determine
their interest in serving as potential
board members. The list of potential
consumer sector members will be
compiled on a county by county
basis. When an opening exists for a
consumer representative from a spe-
cific service county, the nominating
committee will pull three names from
the list and submit them to the board
for a vote. The director selected for
membership will be notified by the
nominating committee, and will be
seated for the term as determined by
these by-laws.

2.3 Method of removal of
board members:

Any board member can be removed
after (3) three consecutive unex-
cused absences from regular Board
meetings by a vote of three fourths
(3/4) of the Directors present at any
regular Board meeting.

Any board member with two consec-
utive unexcused absences will receive
a written notice that an additional
consecutive unexcused absence will
result in a motion to remove him/her
from the board.

In addition, any board member
whose actions are deemed detrimen-
tal to the ABC shall be given at least
ten (10) days notice of any such
removal motion, including the rea-
son for a vote on his/her removal,
and be given a fair and impartial

hearing at the meeting. Three
fourths ( 3/4) of the Directors pre-
sent at the meeting, once a quorum
has been established, must vote for
removal if a member is to be dis-
missed.

2.4 Powers held by the Directors:

The members of the corporation are
entrusted with the authority to
establish policy for the governance of
ABC Community Action, Inc. In addi-
tion to these general powers, the
Board shall have the following specif-
ic powers:

-to appoint and evaluate the
Executive Director of ABC

-to determine major personnel, orga-
nizational, fiscal, and program poli-
cies

-to determine overall program plans
and priorities, including evaluating
progress and performance

-to approve all program grant appli-
cations

-to enforce compliance with all con-
ditions of grants

-to insure the “maximum feasible
participation” of the consumer sector
in the programs of the agency -to
determine the rules and procedures
for the Board

-to select officers, members, commit-
tees, as outlined in the by-laws or
necessitated by circumstances

ARTICLE Ill—
THE BOARD OF DIRECTORS

3.1 The Board of Directors

The Board of Directors is the mem-
bership of the corporation, and is the
body responsible and liable for gov-
erning the organization.

3.2 Officers of the Corporation

The board of directors has a Chair, a
Vice-Chair, a Secretary, and a
Treasurer, serving one (1) year terms.
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No member may hold two or more
offices simultaneously, nor may dele-
gate any duty(ies) or
responsibility(ies) of an office to
another person. At its June meeting,
the Board elects officers, who take
office at that meeting and serve until
the following June meeting. If
vacancies occur during the year, the
Board elects temporary replace-
ments, who shall serve until the next
election of officers.

3.3 Duties of the Officers of the
Corporation

The Chair is responsiblefor the
integrity of the Board’s processes and
the orderly conduct of its meetings.

The Vice Chair assumes the Chair’s
responsibilities in the Chair’s
absence.

The Secretary is responsible for the
maintenance and integrity of the
Board’s institutional memory.

The Treasurer is responsible to
ensure, through periodic reports,
that this Board’s financial values are
followed, and that this corporation’s
financial Activities are audited annu-
ally. The Treasurer and the Executive
Director shall sign all checks, invest-
ments, and other payments of this
corporation.

3.4 Corporation Committees

The Executive Committee shall consist
of the Officers of the Corporation. The
Executive Committee shall have and
exercise the authority of the Board of
Directors in the management of the
Corporation regarding routine and
ordinary business matters that may
arise between regular Board meetings,
subject to approval by the board of
directors at the next meeting.

In the event of an emergency, the
Chair, and or Officer(s) may act on
behalf of the Board of Directors, sub-
ject to approval by the board at the
following meeting.

The Nominating Committee shall
consist of one representative from
each County served by ABC to iden-
tify and select slates of prospective
Board candidates for each sector.

In the event of a vacancy(ies) on the
Board, the Nominating Committee
shall select three names from the pool
of prospective Board members for a
specific county and sector vacancy (ies)
and forward the slate of names to the
Board of Directors for their final selec-
tion of the candidate who will be invit-
ed to join the Board.

ARTICLE IV—MEETINGS
4.1 Number of meetings

The Board of Directors will meet
monthly on the second Thursday of
the month, or as designated by the
Chairperson.

4.2 Notice of meetings

An electronic or written notice stating
the place, day, hour and agenda of
any meeting of the Board of Directors
shall be delivered to each director not
less than five (5) days nor more than
(15) days before the date of the
meeting by the person(s) calling the
meeting. If mailed, the notice of the
meeting shall be deemed to be deliv-
ered when deposited in the U.S. malil
addressed to the member at his/her
address as it appears on the records
of the corporation, with the correct
amount of prepaid postage.

4.3 Annual Meeting

An annual meeting of the board of
directors shall be held at a location
duly designated by the Board on the
second Thursday of June for the pur-
pose of electing board officers, seat-
ing new board members, and trans-
acting such business as may come
before the meeting.
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4.4 Special Meetings

Special meetings of the directors may
be called for any purpose by the
Chairperson, or by not less than fifty
percent (50%)of the directors. Either
the Chairperson, or any officer con-
tacted by the directors asking for the
meeting, will provide notice of the
meeting to all directors. The meeting
must then be held not less than five
(5) days, but no more than fifteen
(15) days after receiving the meeting
request.

4.5 Continuation of Meetings

If any meeting of the Board of
Directors is adjourned, continued, or
recessed to another time or place,
notice as required in these By-Laws
shall be given.

4.6 Board Decision Making

Each director shall have one vote,
and voting by proxy is prohibited.

All board actions will require a major-
ity vote of the directors present at a
meeting, once a quorum is estab-
lished, unless a greater number of
votes is required by law or by these
By-Laws.

A quorum of the board shall be one
more than half the directors, or ten
(10) members.

4.7 Compensation

Directors shall not receive any stated
salaries for their services, but by reso-
lution of the Board of Directors, a
sum for expenses of attendance, if
any, may be allowed for attendance
at any meeting of the Board of
Directors, the Corporation, or any
Committee.

4.8 Board Rules of Order

Roberts Rules of Order will serve as
the parliamentary procedure that will
guide the conduct of meetings and
serve as final authority in any dis-
putes.

The Order of Business for the board
meetings shall be as follows:

Call to Order
Proof of notice of meeting

Reading, correcting and
approving the minutes of
previous meetings

Receipt of Communication
Reports of Officers

Reports of Committees
Unfinished Business

New Business

At the Annual Meeting the Order of
Business shall include the installation of
new board members and the election
of officers.

ARTICLE V—FINANCE
5.1 Records

The corporation shall keep correct and
complete books and records of
accounts, and shall also keep minutes
of the proceedings of its Directors and
any committees exercising any of the
authority of the Board, and shall keep
at the principal office a record giving
the names and addresses of the
Directors. All books and records of the
corporation may be inspected at the
principal office by any Director, or his
agent or attorney for any purpose at
any reasonable time.

5.2 Corporation Annual Budget

The Corporation’s budget will be
presented to the Board at its
October meeting to be voted on at
the November meeting.

5.3 Corporate Audit

The Corporation shall have an audit
of its program accounts at least
annually by a public accountant.
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5.4 Indemnification of Corporate
Officers, Employees, Committee
Members

All officers and agents of the corpo-
ration who shall handle funds or
securities of the corporation shall be
bonded at the expense of the corpo-
ration in an amount required by
funding agencies and by the Board
by a blanket bond.

Basic Indemnification. The
Corporation shall indemnify each of
its officers, directors, employees, and
committee members acting in good
faith to further the Corporation’s best
interests to the fullest extent permit-
ted by the Minnesota Nonprofit
Corporation Act.

Insurance Risk. The Corporation’s
management may buy and maintain
insurance on behalf of any and all its
present and former officers, direc-
tors, employees or committee mem-
bers against any liability or settle-
ment based on liability asserted to
have been incurred by them by rea-
son of being or having been officers,
directors, employees or committee
members of the Corporation.

5.5 The Fiscal Year of the
Corporation

The fiscal year of the Corporation
shall follow the calendar year.

5.6 The Seal of the Corporation

Seal of the Corporation — The Board
of Directors shall provide a corpora-
tion seal, which contains the name
of the Corporation.

5.7 Agencies

All contracts developed with dele-
gate agencies shall have adequate
review and then a vote of approval
or disapproval by a majority of the
Board of Directors, present at the
meeting once a quorum has been
established.

ARTICLE VI—
DISSOLUTION OF THE
CORPORATION

In the event that it should become
necessary to dissolve this Corporation,
the assets and any thing of value that
the Corporation may have shall be
donated to a non-profit corporation,
public or private.

ARTICLE VII—
AMENDMENT OF THE BY-LAWS

These By-Laws may be altered,
amended, or repealed, and new By-
Laws may be adopted by an affirma-
tive vote of two-thirds (2/3) of the
Directors present at any meeting,
once a quorum has been established,
of the Board of the Corporation called
for that purpose, provided written
notice of the proposed amendment
or amendments shall have been
given or mailed to each Director at
least five (5) days in advance of the
meeting.
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Article IV. Board of Directors
Section 4.1

General Powers

A.) The Board of Directors shall have
control and policy management of
the affairs, business, property and
funds of the corporation. The Board
may adopt such rules and regula-
tions for the conduct of its meetings,
and the management of the corpo-
ration as the Board may deem prop-
er, not inconsistent with federal
and/or state law or these By-Laws or
the Articles of Incorporation.

Article XlIll. Amendments

These By-laws may be amended by a
majority vote of the seated member-
ship of the Board of Directors. Action
to amend these By-laws may be
taken at any regular, annual or spe-
cial meeting of the Board of
Directors called for this purpose, pro-
vided that the notice provisions of
these By-laws are followed and this
notice contains notification of the
intent to amend the By-laws. All pro-
posed amendments shall be
reviewed by Legal Counsel prior to
the vote.

RESPONSIBILITIES
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THE ABC BOARD CODE OF ETHICS

As a member of the ABC Board. | will...
« listen carefully to my teammates, and those served by ABC.
« respect the opinion of other board members.
« respect and support the majority decisions of the board.

= recognize that all authority is vested in the board when it meets in
legal session and not with individual board members.

 keep well-informed of developments that are relevant to issues that
may come before the board.

~ participate actively in board meetings and actions.

« call to the attention of the board any issues that | believe will have an
adverse effect on ABC or those we serve.

» attempt to interpret the needs of constituents to ABC and interpret
the action of ABC to its constituents.

« refer constituent or staff complaints to the proper level on the chain
of command.

= recognize that the board member’s job is to ensure that ABC is well
managed, not to manage ABC.

= vote to hire the best possible person to manage ABC.

« represent all constituents of ABC and not a particular geographic area
or special interest groups.

» consider myself a “trustee” of ABC and do my best to ensure that
ABC is well maintained, financially secure, growing and always
operating in the best interests of constituents.

« always work to learn more about the board member’s job and how to
do it better.

« declare any conflict of interests between my personal life and my
position on the ABC board, and avoid voting on issues that appear
to be a conflict of interests.

As a member of the ABC Board | will not...

= be critical, in or outside of the board meeting, of other board
members or their opinions.

= use ABC or any part of ABC for my personal advantage or the
personal advantage of my friends or relatives.

« discuss the confidential proceedings of the board outside the board
meeting.

» promise prior to a meeting how | will vote on any issue in the
meeting.

« interfere with duties of the executive or undermine the executive’s
authority.

RESPONSIBILITIES
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EFFECTIVE BOARDS

TEN BASIC RESPONSIBILITIES OF
NONPROFIT BOARDS

m Determine the Organization’s
Mission and Purpose

A statement of mission and purposes
should articulate the organization’s
goals, means, and primary constituents
served. It is the board of directors’
responsibility to create the mission
statement and review it periodically for
accuracy and validity. Each individual
board member should fully understand
and support it.

B Select the Executive

Boards must reach consensus on the
chief executive’s job description and
undertake a careful search process to
find the most qualified individual for
the position.

m Support the Executive and
Review His or Her Performance

The board should ensure that the
chief executive has the moral and
professional support he or she needs
to further the goals of the organiza-
tion. The chief executive in partner-
ship with the entire board, should
decide upon a periodic evaluation of
the chief executive’s performance.

m Ensure Effective Organizational
Planning

As stewards of an organization,
boards must actively participate with
the staff in an overall planning
process and assist in implementing
the plan’s goals.

m Ensure Adequate Resources

One of the board’s foremost respon-
sibilities is to provide adequate
resources for the organization to fulfill
its mission. The board should work in
partnership with the chief executive
and development staff, if any, to raise
funds from the community.

® Manage Resources Effectively

The board, in order to remain
accountable to its donors, the pub-
lic, and to safeguard its tax-exempt

status, must assist in developing the
annual budget and ensuring that
proper financial controls are in
place.

B Determine and Monitor the
Organization’s Programs and Services

The board’s role in this area is to
determine which programs are the
most consistent with an organiza-
tion’s mission, and to monitor their
effectiveness.

® Enhance the Organization’s
Public Image

An organization’s primary link to the
community, including constituents,
the public, and the media, is the
board. Clearly articulating the orga-
nization’s mission, accomplishments,
and goals to the public, as well as
garnering support from important
members of the community, are
important elements of a compre-
hensive public relations strategy.

m Serve as a Court of Appeal

Except in the direst of circum-
stances, the board must serve as a
court of appeal in personnel mat-
ters. Solid personnel policies, griev-
ance procedures, and a clear delega-
tion to the chief executive of hiring
and managing employees will
reduce the risk of conflict.

m Assess Its Own Performance

By evaluating its performance in ful-
filling its responsibilities, the board
can recognize its achievements and
reach consensus on which areas
need to be improved. Discussing the
results of a self-assessment at a
retreat can assist in developing a
long-range plan.

(From the National Center for Nonprofit-

Boards “Ten Basic Responsibilities of
Nonprofit Boards,” 1988.)

National Center for Nonprofit Boards, 2000
L Street, NW Suite 510, Washington, DC
20036-4907

(202) 452-6262; Fax: (202) 452-6299;
E-mail: ncnb@ncnb.org

ADMINISTRATION |
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BOARD AND EXECUTIVE EXPECTATIONS

THE BOARD EXPECTS ITS
EXECUTIVE DIRECTOR TO:

THE EXECUTIVE DIRECTOR
EXPECTS THE BOARD WILL:

Serve as Chief Operations Executive of the
organization

Provide Counsel and advice giving the
benefit of its judgement, expertise, and
familiarity

Serve as professional advisor to the Board

Consult with the Executive on all matters
which the Board is considering

Recommend appropriate policies for con-
sideration

Delegate responsibility for executive functions

Implement the policies adopted by the
board

Refrain from handling administrative
details

Keep the Board fully and accurately
informed regarding the organization’s pro-
grams

Make the Staff responsible to the Executive
Director

Develop a budget in connection with the
Finance Committee. Keep the Board up-to-
date on budget problems

Share all communication with Executive
Director

Interpret the needs of the programs and
present professional recommendations on
all problems and issues considered by the
Board

Provide support to Executive Director and
Staff in carrying out their professional
duties

Recruit and supervise the best personnel
and develop a competent Staff

Support the Executive Director in all deci-
sions and actions consistent with policies of
the Board and the standards of the organi-
zation

ADMINISTRATION

Devote time to improving the Staff

Hold the Executive Director accountable
for supervising the organization

Assist the Board in developing and con-
ducting community information programs

Evaluate the work of the Executive Director
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SAMPLE JOB DESCRIPTION

Position: Executive Director

Responsibility to: The Board of Directors

Basic Functions:

At the direction of the Board of Directors, the Executive Director should pro-
pose the major thrust and direction of the community action agency in over-
coming the poverty conditions in the community. Within the framework of
these long-term goals, the director should lead the agencyis programs to
achieve shorter term goals on a monthly, quarterly, yearly, and multi-year
bases. In formulating these objectives, the executive director should insure
that they reflect the needs of the target groups and that they will be fully sup-
ported by the Board of Directors and staff.

Specific Responsibilities:

1. Lead the strategic planning efforts to determine agency goals,
objectives, and priorities.

2. Obtain and analyze information on the social and economic status of
the people in the service area determine the priority needs of area
residents and determine what approaches should be taken to meet
these needs.

3. Identify and develop the available community resources including
business organizations, public and private agencies, and neighborhood
organizations for support in carrying out the various approaches to
overcoming poverty conditions in the community.

4. Determine the essential activities that the community action agency
must perform to close the gaps between the needs of the disadvan-
taged, the available community resources, and the opportunities to
promote self-sufficiency among service area residents.

5. Direct and review the development of program plans and budgets. In
doing so, the Director should stress the development of innovative
approaches to combating poverty and should determine the emphasis
and budgetary allocations for the programs.

6. Monitor the major activities of the programs over the year and judge
what should be accomplished by the end of the program year.

7. Establish specific program and budgetary evaluative criteria to measure
the results and expenditures of each program. Present the program
plans and budgets to the Board of Directors for approval and to
appropriate funding sources.

8. Organize and supervise the staff and resources in carrying out the
program plan.

9. Determine which activities could best be accomplished by delegate
agencies and which should be accomplished by agency staff.

10. Supervise and negotiate contracts with delegate agencies and
community organizations and present these contracts to the Board for
approval.

ADMINISTRATION
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SAMPLE JOB DESCRIPTION, CONTINUED

11

12.

13.

14.
15.

16.

17.

18.

19.

20.
21.

22.

23.

. Decide on the employment, promotion, transfer, and discharge of all
staff.

Provide opportunities for training and development to enable staff to
meet high performance standards.

Specify responsibilities, authority and working relationships among the
program managers and any delegate agencies and insure that each
subsequent management level performs this function for its subordinate
staff.

Lead the staff members in the performance of their assignments.

Translate the goals, strategy, and programs of the agency into specific
and meaningful assignments for the staff.

Help the staff understand the importance of these assignments in
achieving the goals and objectives of the agency, especially how the
activities of individual staff members contribute to the total agency
effort.

Administer the day-to-day activities of the agency, its programs, staff,
and relationships.

Establish an effective flow of information to insure that problems can be
responsibly resolved.

Elicit the voluntary cooperation of staff by establishing clearly defined
performance expectations.

Review and evaluate the results of program operations.

Modify, where necessary, the intermediate program objectives and
resource allocation to gain greater program effectiveness.

Establish community support for agency objectives. Within this frame-
work, the Director should represent the agency on dealings with the
community residents and the Board of Directors, the local, state and
federal governments, and other private and public agencies.

To stimulate and work toward permanent and constructive changes in
community institutions and advocate the interests of the target
residents. Within this framework the Director should collaborate with
private and public agencies as the advocate of the poor and attempt to
coordinate all anti-poverty programs with agency efforts. Additionally,
the Director should insure community awareness, especially by the

tar get area residents, of the agency’s goals, mission, objectives and
operation by initiating and supervising an active public information
program.
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SAMPLE JOB DESCRIPTION, CONTINUED

Qualifications:

A w0 NP

10.

Planning, development, and program administration experience.
College or University degree preferred.
Experience in public relations/community development.

Experience in researching and writing public and private funding
applications.

Good written and verbal communication skills.

Experience in developing and supervising management systems. For
example: program operations and organizational development;
supervision of program staff; fiscal and personnel systems; technology
and management information systems; and program evaluation
systems.

Experience in developing and conducting human service needs
assessments.

Significant and effective supervisory experience.

Extensive management experience of a multi-site, multi-program
agency.

Commitment to and the ability to articulate community action
philosophy.

42

THE TRAINING BOOK



Diversity

Member
Involvement

Knowledge

Rapport

Senstivity

Sense of Priorities

Direction

Strength

Financial Support

Board/
Staff Relations

Structure

Accomplishments

CHARACTERISTICS
OF AN EFFECTIVE BOARD OF DIRECTORS

In general, members bring to the board differences
in skills, experience, interests and social background.

Board members take an active interest in their
responsibilities and are deeply concerned about the
agency’s problems and programs.

Board members are well informed about the
Agency’s operation and the social forces that affect
the delivery of service.

Board members have mutual respect for each other’s
differences of opinion and maintain a productive
working relationship.

Board members are representative of, and sensitive
to, different constituents and viewpoints.

Board members are concerned with important and
long-range issues, to the exclusion of trivial matters.

The Chair is respected and is skilled at bringing out
various points of view and in arriving at appropriate
decisions.

The board stands foursquare behind effective policy
decisions.

The board includes a reasonable number of
members who are able to obtain financial support
for the agency.

The board has a productive working relationship
with the Executive Director.

The board is organized to enable individual board
members and committee members to assume an
active role in its functions.

The board’s achievements provide members with a
sense of satisfaction as a result of their board service.

ADMINISTRATION
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FUNCTIONS, ROLES AND RESPONSIBILITIES

BOARDS OF DIRECTORS AND ADVISORY COMMITTEES

BOARDS OF DIRECTORS

ADVISORY COMMITTEES

establish the direction of the organization

provide input to insure agency responsive-
ness to stakeholders and community at
large

govern the organization by broad policies
and objectives

assist in planning for the future of a pro-
gram or initiative

acquire and account for use of resources
for the organization’s operations

look for resources and funding opportunities
that the agency or program can pursue

provide for fiscal accountability; approve
the budget; and enforce policies related to
contracts

provide input to program manager(s) on
the financial needs and trends that may
affect program or service delivery or sus-
tainability

select and evaluate executive director with
responsibility for administration of the
organization

give counsel and advice to the program
manager and agency director relative to
community and program needs

regularly examine the organization’s service
to ensure they fulfill the mission of the
agency

engage in dialogue and provide input to
assist agency in fulfilling its mission

provide continuity for the corporation’s
legal existence

provide continuity in assessing a program’s
value and viability

accepts responsibility for all conditions and
policies attached to granted funds

serve as a vehicle for disseminating informa-
tion on program guidelines and operation

represents the corporation to the public

represent the valuable and varied back-
grounds of its members

make decisions based on majority vote or
consensus basis

operate as a collective and contribute indi-
vidual and group thought to the adminis-
tration’s and the board’s decision making

process

are volunteers with fiduciary responsibili-
ties

are volunteers with no fiduciary responsi-
bilities
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Much has been written about “effec-
tive” committee structures. Most arti-
cles are limited to the two main
types of committees: standing and
ad hoc. Many writings go on to dis-
cuss, sometimes in great detail, vari-
ous standing committees, such as
finance, personnel, or nominating.
Meanwhile, few commentaries ana-
lyze why a nonprofit organization
should in fact have committees, the
advantages the committees provide,
and surprisingly, their inherent disad-
vantages.

Most boards of directors inherit inef-
fective standing committees and
sometimes, lame long-standing ad
hoc committees. If this sounds famil-
iar, it may be the time to evaluate
your committee’s effectiveness and
consider restructuring. Every now
and then, one sees an organization
in which the committee structure
runs smoothly, actually relieving the
work load of the board as a whole;
one of the main reason for a com-
mittee’s existence. Another reason to
implement a sound committee struc-
ture is that a committee may
increase the quality of decisions. A
group of fewer, more focused people
can be more committed to an issue,
thus creating an atmosphere of cre-
ativity. Another advantage seems
contradictory: On one hand, com-
mittees can consolidate power, while
on the other they also tend to dilute
the power. Both finance and person-
nel committees are good examples
of committees that can diffuse power
in sensitive areas of the organization.
An executive committee often con-
solidates power and can weaken the
board as a whole.

The best reason for implementing a
good committee structure is for
recruiting and to use as a training
ground for future board members.
Committees are an excellent place to

EFFECTIVE COMMITTEE STRUCTURES

ease community members, as well as
clients, into the workings of the
organization. Many times committee
members become excited about the
mission of the organization, often
deciding to volunteer more time,
eventually at the board level.

Committee work does not always
run smoothly, however. Committees
often waste time, dragging the deci-
sion-making process on long after a
board would have dosed the issue.
Also, committees are often used as
an alternative for a weak Executive
Director, thus consolidating power at
a lower level. Finally, committees
tend to compromise on issues in an
effort to please as many members as
possible.

What standing committees should
your organization consider? Here are
some traditional committees most
organizations use:

Executive Committee

MEMBERS: Officers or chairpersons
of other standing committees and a
specified number of at-large board
members.

AUTHORITY AND CHARGE: This
committee manages the business of
the organization to the extent deter-
mined by the board. It should act
only in the intervals between meet-
ings of the full board and at times as
directed by the board. Executive
committees are often useful in
national organizations where the
board members are far apart.
Executive committees can be prob-
lematic in smaller organizations, as
they tend to concentrate power in a
few people. If board members live
geographically close, executive com-
mittees are best avoided.
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Finance Committee

MEMBERS: Treasurer, staff, and other
board members.

CHARGE: This committee considers
the details of the budget, monitors
financial condition and reports,
approves of major purchases, etc. It
ensures that the organization employs
generally accepted accounting princi-
ples based upon uniform accounting
procedures. It also is cognizant of and
seeks out available funds.

Personnel Committee

MEMBERS: Chair of the board, board
members, Executive Director, others.

CHARGE: This committee establishes
policies and procedures regarding
salaries, fringe benefits, hours, and
working conditions that permit
employment and retention of quali-
fied staff and foster high productivity
and quality of service.

Nominating Committee

MEMBERS: General board members,
staff, others.

CHARGE: This committee nominates
officers and candidates for member-
ship, recommends criteria for selec-
tion of new members, provides ori-
entation of new members, analyzes

attendance at meetings, and recom-
mends action regarding inactive
members.

Program Committee

MEMBERS: General Board members,
Executive Director, Staff, others.

CHARGE: This committee provides
board with detailed information
about the agency’s services that can-
not be given in board meetings,
examines the agency’s services, (i.e.
how the program relates to the pur-
poses and goals of the agency and to
other programs in the community),
gives the Executive Director and
appropriate staff opportunities to dis-
cuss with the board how effectively
agency services reflect changing
trends, formulates policies for board
action.

Development Committee

MEMBERS: General board members,
knowledgable community members,
staff.

CHARGE: This committee assumes
the primary responsibility for matters
pertaining to the quality and quantity
of volunteer participation, financial
support, internal and external image.

Committee

M

E Committee

M| Board of
B Committee Directors
E =3

R

S

Staff
Board Executive
Chair Director Staff
Staff

Clients

Clients

Clients
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Elements of a Functioning
Committee Structure

Every committee, no matter what
type, requires the following elements
to function effectively:

= Make sure the committee has a
real purpose of existence.

= Make sure that everyone knows
what that purpose is.

= Remove committee members who
are not right for the committee or
do not participate.

= Don’t hold meetings without a
clear reason.

= Give advance notice of meetings.

= Whenever possible, distribute
materials in advance.

= Encourage everyone to participate
during the meeting. Discourage
members who monopolize the dis-
cussion.

= Start and end meetings on time.

= Schedule important items first on
the agenda.

= Don’t have more than eight people
on a committee.

= Be specific about the charge and
deadlines.

= Provide an agenda for each meet-
ing.

= Don’t allow unrelated discussions
during meetings.

= Make sure members receive credit
for the accomplishments of the com-
mittee.

= Utilize seating arrangements where
everyone can interact.
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Plan the meeting in advance. A good
meeting does not “just” happen. It’s
carefully planned beforehand. Before
you hold the meeting, think about
the desired results.

Talk with people before the meeting.
Just as the leader needs to prepare
for the meeting, so do the people
attending the meeting. Give them a
chance to think about what they
would like the meeting to accomplish
and about some of the issues that
will be discussed. Mail the agenda at
least two weeks in advance.

Prepare the agenda. Having a written
agenda makes it easier to stick to the
subject. Here are some tips for
preparing the agenda:

= List the items, in order of impor-
tance.

= Assign approximate times to
each item:

= allow time for both presenta-
tion and discussion

= ask the presenter how long
the report and/or discussion will
take

= Decide how much time is
available:

= add up time needed for
standard agenda items

Agenda Review
Breaks

Games, Exercises, etc.
Evaluation

= Subtract the time for standard
items from your total time.

= Allow slack time. Subtract it from
available time:

= At least 20% of your total
time should be left for slack.

GUIDELINES FOR BETTER MEETINGS

= Slack allows for late meeting
starts, extra discussion, new
items, etc.

= If there’s not enough slack,
the meeting begins to be
rushed. People can feel panicky,
and some items can get left out
near the end.

= Is there enough time remaining
to cover all the items on your
agenda? If not:

= cut some times down

= eliminate some items
completely

= don’t try to do too much in
one meeting. It's better to do a
few items well and leave every-
one with a good feeling.

Keep the meeting short. How many
meetings have you attended that
went on and on and on? An hour —
or two, at the most — is sufficient for
any meeting.

Start on time. If people know the
meeting will wait until everyone has
arrived, they will be late. You can’t
always make sure people will come
on time, but making a habit of start-
ing the meeting at the announced
time will set the tone.

End on time. If the meeting is sup-
posed to end in an hour, go for an
hour and stop. You may not always
get all the necessary business done.
People get comfortable thinking the
meetings will go on if they keep talk-
ing. Over time people will get in to
the habit of working a little more
quickly if they know that the meeting
will end on time.

Have a good Chair. Of course, that’s
easier said than done. You don’t
want a Chair who does all the talk-
ing, who lets the meeting get out of

ADMINISTRATION
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hand, who wanders away from the
agenda, or who lets other people
dominate.

Let everyone talk. What people hear
at a meeting is sometimes less impor-
tant than what they themselves say.

If they all have a chance to partici-
pate, theyll probably feel good about
the meeting. All of us like to have our
ideas heard.

Use a convenient place. Find a meet-
ing place that people are comfort-
able in that’s accessible. If the site is
out of the way, make sure people
know the location and have trans-
portation.

Keep it loose and friendly. A meeting
doesn’t need to be stiff and formal.
Have fun. Make jokes. Tell stories. Let
people enjoy them selves as long as
the agenda is adhered to and the
work gets done.

Ask questions. That’s a good way to
keep the discussion moving and to
make sure everyone participates. If
someone hasn’t been joining in, ask
the person what he or she thinks.

Reach a decision. Don’t have a meet-
ing just to talk. A good meeting ends
with a decision to do something. This
means more than just agreeing to
have another meeting.

Divide responsibility. Everyone should
go away from the meeting with
something to do.

Follow-up. If people agreed at the
last meeting to do certain things,
find out if they did them. That makes
the discussion easier to follow. When
people carry out the responsibilities
they take on, they should be praised
and appreciated.

Celebrate. If things are going well, if
the group is starting to solve prob-
lems, reward yourselves. Take a few
minutes at the end of the meeting to
relax and socialize. Talk about how
everyone feels. Celebrate.
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WAS YOUR MEETING SUCCESSFUL? ADMINISTRATION |}
Yes No Needs ()Q
Content—was there common focus on: Clarification <
the purpose O O O ,E
kind of meeting O O 2
the topic O O O m
content of the meeting O O O -
the decisions to be made O O O GZ)
a meeting agenda O O O m
status report/update information O O O g
problem definition O O O c
problem analysis (fact finding) O O O %
generating alternative solutions O O O CZ)
choosing criteria by which to decide O O O
final decision-making O O O
feedback during the meeting O O O
implementation O O O
Process—was there common focus on:
the process of the meeting O O
how the meeting would proceed O O
how the decisions would made O O O
The Facilitator/Group Leader
maintained an open, safe, balanced atmosphere O O O
protected individuals from attack O O O
maintained conversation flow O O O
encouraged everyone to participate O O O
helped the group/indivduals agree on where O O O
they want to go before they
fed back information to the group/individual O O O
for clarification
was nonjudemental O O O
suggest alternatives and procedures O O
Role definition of individuals in the meeting;
everyone’s roles and responsibilities were clear O O O
Time Frame
everyone clearly agreed on the meeting time frame O O
the meeting started and ended on time O O O

SOl THE TRAINING BOOK



SAMPLE BOARD MEETING AGENDA

ABC, Inc. Board Meeting Agenda

DATE
TIME
Material

Time Agenda Item Presenter Included
5min  Agenda Review M.C. Thomas Yes No
10 min Approval of minutes J.D. Smith Yes Yes
20 min Executive Director’s Report K. C. Weed Yes No
20 min  Executive Committee’s Report M. C. Thomas Yes No
15 min Finance Committee’s Report T. C. Jones Yes

a. Budget N. A. Hall Yes Yes

Approval of next year’s is needed. Discussion points will be on supply

line items and personnel benefit increase. Please come prepared

to decide on the 125 plan as outlined.

b. Property J. L. Williams Yes Yes

Discussion and decision regarding purchase of computer system and

service agreement for said system.
20 min  Personnel Committee Report J. D. Smith Yes No

Scheduling of Exe. Dir. evaluation. Please bring your calendars.
25 min  New Business

a. New lease needed Yes No

b. Policy discussion regarding client services. Yes No
-/+ 2.5 hour

ADMINISTRATION
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PARLIAMENTARY PROCEDURES AT A GLANCE

May You Must You Is The Is The What Vote
To Do This: You Say This: Interrupt Be Motion Motion is
Speaker? Seconded? Debatable? Amendable? Required?
Adjourn the meeting I move that No Yes No No Majority
we adjourn
Recess the meeting I move that we No Yes No Yes Majority
recess until...
Complain about Point of privilege Yes No No No No Vote
noise, room temp. etc.
Suspend further I move we table it No Yes No No Majority
consideration of something
End debate I move the No Yes No No Two-thirds
previous question
Postpone consideration | move we postpone No Yes Yes Yes Majority
of something this matter until...
Have something I move we refer this No Yes Yes Yes Majority
studied further matter to a committee
Amend a motion I move that this motion No Yes Yes Yes Majority
be amended by...
Introduce business I move that... No Yes Yes Yes Majority
(a primary motion)
Object to procedure Point of order Yes No No No No vote
or personal affront
Request information Point of Information Yes, if urgent No No No No Vote
Request vote by actual | call for a division No No No No No Vote
count to verify voice vote  of the house (unless someone objects)
Object to considering | object to Yes No No No Two-thirds
undiplomatic or consideration of
improper matter this question
Take up a matter | move we take No Yes No No Majority
previously tabled from the table
Reconsider something | move we now Yes Yes Yes No Majority
already disposed of (or later) reconsider our
action to...
Consider something out I move we suspend No Yes No No Two-thirds
of its scheduled order the rules and consider
Vote on a ruling by | appeal the Yes Yes Yes No Majority

the chair

chair’s decision
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BOARD SERVICE COMMITMENT PLEDGE

I, recognizing
the important responsibilitv | am under-
taking in serving as a member of the
Board of Directors of this organization.
hereby pledge to carry out In a trustwor-
thy and diligent manner the duties and
obligations in my role as a board mem-
ber.

My role:

| acknowledge that my primary roles as a
board member are (1) to contribute to
defining the organization’s mission and
governing the fulfillment of that mission,
and (2) to carry out the functions of the
office of Board Member and/or Officer as
stated in the bylaws.

My roles as a board member will focus
on the development of policies that gov-
ern the implementation of institutional
plans and purposes. This role is separate
and distinct from the role of the
Executive Director, who determines the
means of implementation.

My commitment:

| will exercise the duties and responsibili-
ties of this office with integrity, collegiali-
ty and care.

| pledge:

= To establish as a high priority my
attendance at all meetings of the board
and committees on which | serve.

= To be prepared to discuss the issues
and business addressed at scheduled
meetings, having read the agenda and
all background material relevant to the
topics at hand.

= To work with and respect the opinions
of my peers who serve this board and to
leave my personal prejudices out of all
board discussions.

= To always act for the good of the com-
munity.

= To represent this organization in a posi-
tive and supportive manner at all times
and in all places.

= To observe the parliamentary proce-
dures and display courteous conduct in
all board and committee meetings.

= To refrain from intruding on adminis-
trative issues that are the responsibility of

management, except to monitor the
results and prohibit methods that con-
flict with board Policy.

= To avoid conflicts of interest between
my position as a board member and my
personal life. If such a conflict does arise.
| will declare that conflict before the
board and refrain from voting on mat-
ters in which | have a conflict.

= TO support in a positive manner all
actions taken by the Board of Directors
even when | am in a minority position
on such actions.

= TO agree to serve on at least one com-
mittee or task force, attend all meetings
and participate in the accomplishment of
its objectives. if | chair the board, a com-
mittee or a task force, | will:

1. call meetings as necessary until
objectives are met;

2. ensure that the agenda and
support materials are mailed to all
members in advance of the
meetings;

3. conduct the meetings in an
orderly, fair, open and efficient
manner,

4. make committee progress
reports/minutes to the board at its
scheduled meetings, using the
adopted format.

= TO participate in:
1. the annual strategic planning retreat;
2. board self-evaluation programs;

3. board development workshops, sem-
inars and other educational events that
enhance my skills as a board member.

If, for any reason, | find myself
unable to carry out the above duties as
best as | can, | agree to resign my posi-
tion as a board member/officer.

Board member’s signature

Date
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EVALUATING BOARD PERFORMANCE

Once board members are on track,
work is still needed to keep things run-
ning smoothly. An important part of
this process is to learn from past expe-
riences. The Board evaluation process
should be done at least annually to
take stock of how well the board oper-
ates.

A board evaluation gives all members
a chance to discuss board shortcom-
ings and set achievable goals for
improvement. Evaluations not only
identify core problems, they also re-
energize a board and point out things
it is already doing well. Once the eval-
uation process is accepted, the results
can be built into the work plan for the
coming year. | am certain that within a
short time the increased effectiveness
of the board will become evident.

When evaluating the board’s perfor-
mance, look at areas like policies, roles
and responsibilities, and planning. It’s
important that all board members and

SAMPLE:

the Executive Director take part in the
process. THIS IS AN EFFORT TO
IMPROVE THE ENTIRE BOARD TEAM.

Each board member should work
through the exercise individually dur-
ing a regular monthly meeting. Once
everyone has completed it time can be
set aside to compare and discuss
responses.

Before the discussion, the number of
“yes” and “no” responses to each item
from the individual board member
evaluations will be totaled. A board
profile will then be created based on
the entire board’s responses.

Next, look at this board profile section
by section. The items checked “yes”
are the board’s strengths. Discuss how,
as a board, these can be built on. The
“no’s” are the board’s shortcomings.
Brainstorm ideas on how to correct
them-and then set reasonable goals for
improving the board’s performance.

ANNUAL BOARD EVALUATION

Directions: Every Board member should complete this form. Take plenty of time to

consider your responses.

Check “yes” (Y) if the item is true all the time.

Check “some” (S) if the item is at least partially true.

Check “no” (N) if the item is never true.

POLICIES:

1. Board activities are confined to policy, not management issues. Y S N

2. All management activities are delegated to the Executive Director. Y S N

3. The Board annually reviews By-Laws and policy manuals. Y S N

ROLES & RESPONSIBILITIES:

1. The Board fulfills any specific duties required by the Agency’s Y S N
By-Laws or policy statements.

2. The Board members are provided continuing education about Y S N

their roles and responsibilities.

ADMINISTRATION

54

THE TRAINING BOOK

NOILYNTVAT advod 31dINVS Il



CONTINUED

0o N o O b

9.

. Board members talk positively about the Agency in public and
act in its best interest.

. Each Board member has a copy of his or her job description.

. Board members understand their legal responsibilities as trustees.

. The Board conducts yearly self-evaluations.
. Committees meet only on an as needed basis.

. The full Board approves the annual evaluation of the Executive
Director.

10. Board members are recruited for their knowledge, skills,

and interests.

11. New Board members receive an orientation.

12. Each Board office and committee has a job description.

13. Board members understand that communication with staff

should be channeled through the Executive Director.

PLANNING:

1
2
3

. Board activities focus on the mission statement.
. The Board identifies the needs of the community.

. Board establishes goals and formulates plans for the Agency.

MEETINGS:

1
2
3
4
5
6

. Board meetings follow a system of parliamentary procedure.
. Board meetings stick to the agenda and are businesslike.

. Board meeting start on time and end on time.

. Board members arrive on time for meetings.

. Board meetings last two hours or less.

. Board members participate in discussion at Board meetings.

Board needs are clearly communicated to the Executive Director.

< <X < < <

<

< <X <X < < <

w 0 unu unu m

w

w n nu unu unu m

Z Z2 Z2 Z2 Z

Z

Z 2 2 Z2 Z2 Z
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SAMPLE: ADMINISTRATION |}
BOARD MEMBER SELF-APPRAISAL FORM C:Q
<
Using the following guide, please indicate E
your appraisal of each item. m
o
>
Never Seldom Incresingly Now a o
a problem a problem a problem Definite Hindrance O
1 2 3 4 <
m
1. Am | able to attend regularly scheduled meetings? 1 2 3 4 <
2. Do | arrive on time for meetings? 1 2 3 4 ?i,
X
3. Is my schedule flexible enough to attend emergency sessions? 1 2 3 4 wn
b
4. Does my career conflict with my position on the board? 1 2 3 4 -,'_-|
1
5. Am | able to discuss controversial topics effectively? 1 2 3 4 %
o
6. Do | review support materials prior to all meetings? 1 2 3 4 :(1;
7. Am | tense and hostile during candid exchanges of opinion? 1 2 3 4 ()7>)
8. Do | work easily with other board members 1 2 3 4 '_
and our Executive Director?
9. Am | able to keep an open mind on issues? 1 2 3 4
10. Do | confine my discussion to agenda items only? 1 2 3 4
11. Do | make at least one positive contribution to each 1 2 3 4

board meeting?

12. Do | have a high level of commitment and interest 1 2 3 4
in our organization?

TOTALS
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SAMPLE: ADMINISTRATION
EVALUATION OF EXECUTIVE DIRECTOR

Board Members:

The point of this evaluation is not to dissect every detail of the
Executive Director’s performance, but rather to build a broad picture of his
overall performance. It is not necessary to respond to every item. If you don’t
have an opinion about some of the items, skip those items and focus only on
those about which you feel qualified to make a judgment.

PART |
Check only one ranking in each item. The explanation of each ranking is:

VERY GOOD- The Executive Director has gone beyond what you would expect
form any executive’s performance in this area. Every person shines in some
areas and the “Very Good” identifies the real strengths you would encourage.

ADEQUATE- The Executive Director meets most or all of what you would
expect from any executive’s performance in this area. The rank means his per-
formance is acceptable and you don’t seek big changes in performance in this
area.

NEEDS IMPROVEMENT- By assigning this ranking, you are telling the Executive
Director that he is not working at a level acceptable to you and he needs to
make changes to improve. If an individual board member assigns this ranking
to an item, there should be an explanation in the “Comments” section.

d4010341ad IAILNDIXT 40 NOILVYNTIVAT F1dINVS Il

Give details in the “Comments” section of each item that will explain the rea-
sons for your response to the item. Compliments are as important as criticism.

Please note wherever possible in this section:

1) specific observations of what the Executive Director is doing that you think
should not be done,

2) specific observations of what the Executive Director is not doing that you
think should be done,

3) specific comments about excellence in the Executive Director’s performance.

To keep all evaluators on the same track, an interpretation is offered for each
item under the heading, “This item means...” Please read this section before
responding to the item. The evaluation is only valid is all evaluators are working
from the same understanding of the evaluation items contained in this instru-
ment.
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CATEGORY 1: Organization Leadership

1a) The Executive Director understands and implements the mission of Mahube
Community Council, Inc.

Our Mission: “To work for the success of the people we serve, by helping them gain
the knowledge to work, live and govern themselves.”

This item means: This mission statement is approved by the board and should be a guide to
what the board expects. The executive should display a good understanding of the mission,
and all that he does for the organization should be in line with the mission.

Very Good Adequate Needs Improvement

Comments:

1b) The Executive Director works as an advocate for Mahube Community Council,
Inc. before government, clients and the general public.

This item means: The Executive Director is the recognized representative of the organization
day-to-day. Advocacy means active solicitation of funding for the organization, lobbying for
legislation favorable to the organization, and creating a good image of the organization in
the public eye. Advocacy means being aware of the outside influences that might impact
the organization positively or negatively and then working to increase the positive and head
off the negative.

Very Good Adequate Needs Improvement

Comments:

1c) The Executive Director understands the needs of Mahube Community Council
Inc.’s clients and seeks to fill those needs with the organization’s programs and
services.

This item means: The Executive Director position can become segregated from the daily
activity of the organization. Managing a smooth-running office means nothing if you can-
not identify quality programs and services delivered effectively to those you are in business
to serve. The Executive Director must always seek to understand the needs of those your
organization serves and focus his efforts on meeting those needs.

Very Good Adequate Needs Improvement

Comments:
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1d) The Executive Director is recognized as a leader among his peers.

This item means: Peer approval and respect is generally a good measure of quality in your
Executive Director. Is he a leader in peer organizations or given recognition by peer groups?
If you have no opportunity to observe this, skip this item.

Very Good Adequate Needs Improvement

Comments:

1le) The Executive Director gains respect and support of other persons and orga-
nizations who come into contact with Mahube Community Council, Inc.

This item means: In addition to peers, recognition by any of the many groups or individuals
that come into contact with the Executive Director in the line of duty are a good measure-
ment of his performance. If you have no opportunity to observe this, skip this item.

Very Good Adequate Needs Improvement

Comments:

1f) The Executive Director stays current about new ideas and current trends
among our type of organizations.

This item means: This item is not about chasing trends, but rather about being aware of
the trends among organizations like ours. Not being current with industry standards can
put Mahube Community Council, Inc. at a clear disadvantage in finances and certainly in
services offered. The Executive Director should also keep the board current about new ideas
and trends in organizations like ours.

Very Good Adequate Needs Improvement

Comments:
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CATEGORY 2: Business and Financial Management

2a) The Executive Director keeps informed about financial needs of Mahube
Community Council, Inc., to pay for staff, facilities, equipment and supplies.

This item means: Even though we have a Controller, the Executive Director needs to stay on
top of the organization’s finances. The Controller is tuned to the numbers, but the Executive
Director must stay tuned to the big picture. Resources for any nonprofit organization are usu-
ally limited, so it is the job of the Executive Director to get optimum effect for the finances
available. That means understanding the financial needs of each part of the organization
and allocating dollars in a balanced manner.

Very Good Adequate Needs Improvement

Comments:

2b) The Executive Director understands and supervises the financial accounting
programs for Mahube Community Council, Inc.

This item means: Even though Mahube Community Council, Inc. has a Controller, the
Executive Director needs to always have a basic understanding of the accounting system
and be fully accountable to the board for maintenance of the accounting system. The bud-
get that the board is asked to approve as well as the financial reports to the board should
demonstrate that the Executive Director has a good grasp of organization finance.

Very Good Adequate Needs Improvement

Comments:

2¢) The Executive Director ensures that organization funds are spent appropriate-
ly, always in the best interest of those we serve.

This item means: Appropriately means spending to get the most impact from every dollar.
Non-profit Executive Directors and boards don’t always see the need to be businesslike in
their spending. Certainly nonprofits are in business to serve, not make profit, but nonprofit
boards and Executive Directors often carry that attitude too far. They fail to spend enough
to keep the nonprofit running in an efficient manner. Providing a comfortable, efficient office
or keeping salaries at a level high enough to keep turnover low are both very appropriate
spending. Response to this item must consider overall impact of spending, not just a reflec-
tion of one expense you thought was out of line.

Very Good Adequate Needs Improvement

Comments:
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2d) The Executive Director provides the board accurate, understandable informa-
tion about the financial status of this organization through regular financial reports.

This item means: The board is responsible to ensure the financial integrity of Mahube
Community Council, Inc. To do that, the board must get regular, understandable finan-
cial reports from the Executive Director. You have delegated financial management to
the Executive Director, but the Executive Director must be accountable to the board for
clear explanations and updates about how well he is managing the finances.

Very Good Adequate Needs Improvement

Comments:

2e) The Executive Director makes well-supported budgeting recommendations to
the board.

This item means: The Executive Director should build the budget and ask for the board’s
approval after a good explanation of all elements of the budget. This is not the Executive
Director’s budget, but rather the Executive Director’s recommendations to the board for the
board’s budget. The recommendations should be clear and well supported

Very Good Adequate Needs Improvement

Comments:

2f) The Executive Director assists the board to keep the organization financially
sound.

This item means: Financial stability of the organization is the board’s responsibility, but you
hire the Executive Director to assist you and make recommendations. Expect the Executive
Director to keep you well informed of potential shortfalls or financial problems. Expect the
Executive Director to be looking ahead when proposing a budget. Expect that he will
respond to budget shortfalls with ideas to increase funding and not just ideas for cutting
spending.

Very Good Adequate Needs Improvement

Comments:
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2g) The Executive Director explores and proposes to the board new potential
sources of finance for programs and services.

This item means: It is easy to look for places to cut spending, but much harder to find new
sources to finance programs and services. A good Executive Director can do both, and the
very good Executive Director is always looking for creative alternative sources of finance.

Very Good Adequate Needs Improvement

Comments:

2h) The Executive Director plans and organizes work effectively.

This item means: Although board members will not be able to observe planning and orga-
nization in the Executive Director’s daily performance, you will see it in the preparation he
makes for board meetings and committee meetings. Budgets should be prepared and pre-
sented on time. Reports to the board should demonstrate that all duties are being per-
formed in a timely and organized manner.

Very Good Adequate Needs Improvement

Comments:

2i) The Executive Director ensures that all governmental and legal requirements
of the organization are met.

This item means: There is no end to the reports to be filed and forms to be completed for
the non-profit, everything from grant applications to tax forms. The board should expect
the Executive Director to protect the board and the organization from legal ramifications by
filing all reports and documentation on time and in good order. The Executive Director
should be free to seek legal advice and assistance, but the Executive Director is still account-
able to the board to make it all happen.

Very Good Adequate Needs Improvement

Comments:
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CATEGORY 3: Relationship with the Board

3a) The Executive Director keeps board members informed about issues, needs
and operation of Mahube Community Council, Inc.

This item means: The board makes sweeping delegation of management to the Executive
Director, and for good reason. The board has neither the time nor the expertise to do the
day-to-day management. But the board never gives up absolute responsibility for the orga-
nization. The board should expect regular reports about how the organization is delivering
programs and services—successes and failures. The Executive Director should provide the
board with a flow of information about the organization.

Very Good Adequate Needs Improvement

Comments:

3b) The Executive Director offers direction to the board, when needed on issues
requiring board action, and makes appropriate recommendations based on thor-
ough study and analysis.

This item means: The Executive Director is the board’s prime resource and should be a part
of every decision made by the board. The Executive Director must sit at the board table
with the board and be prepared with documented recommendations on every action item.
The Executive Director should assure that the board is not acting contrary to the law or its
own policies.

Very Good Adequate Needs Improvement

Comments:

3c) The Executive Director interprets and executes the intent of board policy.

This item means: Board policy is the guide for how Mahube Community Council, Inc. will
function. The Executive Director is hired by the board to carry out board policy. The
Executive Director should demonstrate a clear understanding of the board’s policies and fol-
low them, ensure that staff understand and follow board policy, and help clients to under-
stand board policy.

Very Good Adequate Needs Improvement

Comments:
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3d)The Executive Director seeks, and accepts from the board, constructive criti-
cism of work.

This item means: The board is the Executive Director ‘s employer. A good employer helps
the employee do the job better by offering constructive critique of the employee’s perfor-
mance, as you are doing with this evaluation. The employee should accept and apply the
criticism to improve job performance, when it comes from the full board, just as any
employee would.

Very Good Adequate Needs Improvement

Comments:

3e) The Executive Director supports board policy and actions to staff, clients and
the public.

This item means: The Executive Director owes allegiance to the board first above staff,
clients, or anyone else. The Executive Director should be free to discuss and disagree with
board members at the board table, but he should never be critical of the board to staff,
clients or anyone else outside the board room.

Very Good Adequate Needs Improvement

Comments:

3f) The Executive Director understands his role in administration of board policy.

This item means: It is the Executive Director’s job to assist the board to develop policy. Once
the policy is approved by the board, it is the Executive Director’s job to ensure that the poli-
cy is implemented. It is not the Executive Director’s job to interpret board policy, but to
learn the intent of the board and follow the intent. If the policy proves to be impractical or
unworkable, the Executive Director should recommend changes to the board.

Very Good Adequate Needs Improvement

Comments:
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3g) The Executive Director responds in a timely manner to supply to the board
information requested by the full board.

This item means: If the board is to stay out of day-to-day management, and still be able to
make major decisions for Mahube Community Council, Inc., the Executive Director must
provide a good flow of quality information to the board in a timely manner. Notice that this
item says “information requested by the full-board.”

Very Good Adequate Needs Improvement

Comments:

3h) The Executive Director remains impartial to board members, treating all alike.

This item means: All power rests with the full board acting as a team. The Executive
Director should foster that team concept by providing information and assistance to all
board members equally. There should be no personality clashes between the Executive
Director and board members.

Very Good Adequate Needs Improvement

Comments:

3i) The Executive Director refrains from criticism of the board and individual
board members outside board meetings.

This item means: The Executive Director owes allegiance to the board—not staff, clients or
the public—and should never be critical of the board to anyone else. The board will not
always take the Executive Director’s recommendations and the board will not always do
what the Executive Director expects. But always the Executive Director owes the board loyal-
ty. The Executive Director should certainly never be critical of one board member to another
board member.

Very Good Adequate Needs Improvement

Comments:
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3j) The Executive Director works directly with the board to resolve differences of
opinion.

This item means: The board and the Executive Director will have conflicting points of view
on issues from time to time, and that’s acceptable, because it gives a nice balance to the
governance of the organization. The board should accept those differences of opinion from
the Executive Director, but with the full expectation that the Executive Director will work
only with the board to resolve these differences and not involve others outside the board.

Very Good Adequate Needs Improvement

Comments:

3k) The Executive Director freely offers opposition to any matter under discussion
by the board until a board decision is made, after which he subordinates his
views to those of the board.

This item means: The board should expect the Executive Director to assist the board at all
times with informed insights and recommendations, whether supporting or opposing board
member views. However, once the board makes a decision, the Executive Director should be
totally supportive of the board’s decision and work to carry out the board’s wishes.

Very Good Adequate Needs Improvement

Comments:

31) The Executive Director demonstrates clear understanding of the
employee/employer relationship with the board.

This item means: The board/Executive Director relationship at Mahube Community Council,
Inc. is unusual—a professional working for volunteers-but it is still an employer/employee
relationship. The Executive Director should always demonstrate that he understands that
the board is ultimately responsible for the whole organization and all that happens in it.
The Executive Director should also demonstrate accountability to the full board at all times.

Very Good Adequate Needs Improvement

Comments:
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CATEGORY 4: Personal Characteristics that Impact Job Performance

4a) The Executive Director maintains high standards of ethics, honesty and
integrity in personal and professional relationships.

This item means: A professional Executive Director should be expected to look and act pro-
fessional always. Your Executive Director’s ethics and honesty should never be in doubt.

Very Good Adequate Needs Improvement

Comments:

4b) The Executive Director has respect and high standing among professional
colleagues.

This item means: As a board member, you will likely come into contact with professional
peers of your Executive Director. How do they respond to your Executive Director? Has your
Executive Director won any awards from professional organizations? Has the Executive
Director held any offices in professional organizations? Colleagues will respect your
Executive Director only if he demonstrates professional competence to them—a good mea-
surement for you.

Very Good Adequate Needs Improvement

Comments:

4c) The Executive Director devotes time and energy effectively to the job.

This item means: You should not assess the Executive Director’s performance by determin-
ing that he is in the office every day from nine to five. The Executive Director position is not
a nine-to-five job. The board should allow the Executive Director flexibility in the hours
worked. But the board should expect that the Executive Director will devote the time and
effort to get the job done right, whatever that takes.

Very Good Adequate Needs Improvement

Comments:
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4d) The Executive Director works well with individuals and groups.

This item means: In addition to working with the board, the Executive Director must work
with committees, community groups, and virtually anyone who enters the office. You can-
not be aware of how well the Executive Director performs this function day-to-day, but you
can observe how well the Executive Director works with you as an Individual and with the
full board and committees.

Very Good Adequate Needs Improvement

Comments:

4e) The Executive Director exercises good judgment in arriving at decisions.

This item means: The board should expect the Executive Director to be a good decision-
maker for the day-to-day operation of Mahube Community Council, Inc. You give the
Executive Director great latitude to make major decisions for the organization and you
should expect that will be done with common sense and with application of good manage-
ment principles. Good judgment can be measured from reports and other information deliv-
ered to the board about financial management, staffing, public relations, purchasing deci-
sions and changes in programs and services.

Very Good Adequate Needs Improvement

Comments:

4f) The Executive Director maintains poise and emotional stability in the full
range of professional activities.

This item means: Managing a nonprofit organization is never a smooth ride. The good
Executive Director understands there will be crisis and upheaval frequently in the wide
range of activities and contacts during nearly every day. The good Executive Director also
prepares for those ups and downs and can handle them quietly and efficiently with mini-
mal disruption to programs and services.

Very Good Adequate Needs Improvement

Comments:
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49g) The Executive Director writes clearly and concisely.

This item means; Written communication with board, staff, clients and the general public is
an essential skill for the Executive Director. Has the written material you’ve seen from the
Executive Director been in good form? Are board meeting packet materials well-written and
clear? Have communications to the public represented the organization well?

Very Good Adequate Needs Improvement

Comments:

4h) The Executive Director responds well when faced with unexpected/disturbing
situations.

This item means: Management of a nonprofit is full of daily surprises and the good
Executive Director meets those surprises with a measured response. Don’t expect the
Executive Director to be an expert in disaster control, but do expect the Executive
Director to be prepared for the daily surprises. Programs and services should generally
continue at normal pace despite the problems.

Very Good Adequate Needs Improvement

Comments:

41) The Executive Director remains open to ideas, suggestions and criticisms from
the board.

This item means: Note that this item does not say “...from individual board members,”
but rather it says “...from the board.” Certainly individual board members are free to
offer ideas, suggestions and criticism to the Executive Director, but the board must
speak with one voice. The Executive Director should be tuned in to that voice. The full
board represents the community and can offer the Executive Director valuable insights.
The Executive Director should not only remain open to ideas from the board, but
actively seek insights from the board team.

Very Good Adequate Needs Improvement

Comments:
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CATEGORY 5: Innovation/Improvement

5a) The Executive Director accepts/promotes change that will better serve
clients.

This item means: There’s no end to the need and potential for more service from Mahube
Community Council, Inc. Maintaining status quo is easy. Making change is difficult, but
change is necessary for growth. The Executive Director should not only demonstrate that he
seeks positive change in the organization, but also encourages staff to improve service.

Very Good Adequate Needs Improvement

Comments:

5b)The Executive Director regularly proposes good ideas to the board for better
service to clients.

This item means: Service is the bottom line for Mahube Community Council, Inc, and better
service should always be a goal for all who work here. You should not expect the Executive
Director to bring every minor change to the board for approval. Only major changes in ser-
vice and programs need to be approved by the board.

Very Good Adequate Needs Improvement

Comments:

5¢) The Executive Director seeks advanced training to improve job skills.

This item means: This is a professional position and professionals should be expected to
continuously hone their job skills. The board should allow time from the job for the
Executive Director to attend training and even finance all of the training. The Executive
Director should report to the board about training attended.

Very Good Adequate Needs Improvement

Comments:
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PART I

Items in this section are intended to give board members an opportunity to discuss some of
the executive director’s performance that was not reflected in Part | of the evaluation.

It is not necessary to respond to these items if you feel your responses to Part | adequately
reflect your assessment of the executive director’s performance.

In what area(s) has the Executive Director done an exceptional job that is not
adequately reflected in Part | of this evaluation? Explain.

In what area(s), not covered in Part | of this evaluation form, does the Executive
Director’s performance need improvement? Explain.

Has the Executive Director’s performance been at a level that merits considera-
tion of additional compensation? Explain.

Evaluator
Signature Date
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ANALYZING THE RESULTS OF ADMINISTRATION |}
THE EXECUTIVE DIRECTOR EVALUATION C:Q
1: Compilation of All Evaluator Responses %
PART | -
Purpose: This is a compilation of all board member responses. Give every — >
board member a completed copy and use it as the full board works for con- Z Pz
sensus on the evalution. S w S 3
|_
CATEGORY 1: Organizational Leadership S 5 m% . %
> o Qx < wn
1a) The Executive Director understands and implements the mission of & @) LIJ% e @)
Mahube Community Council, Inc. > < Zz= F T
m
Comments: L] [] [] [] é
O
C
-
1b) The Executive Director works as an advocate for Mahube Community é
Council, Inc. before government, clients and the general public. w,
Comments: D D D D a
@)
_|
5
1c) The Executive Director understands the needs of Mahube Community m
Council Inc.’s clients and seeks to fill those needs with the organization’s pro- <
grams and services. I:E
Comments: [] [] [ ] [ ] :(C>
-
O
- . . . Z
1d) The Executive Director is recognized as a leader among his peers.
Comments: D D D D
1le) The Executive Director gains respect and support of other persons and
organizations who come into contact with Mahube Community Council, Inc.
Comments: D D D D
1f) The Executive Director stays current about new ideas and current trends
among our type of organizations.
Comments: D D D D
TOTALS FOR CATEGORY 1: ORGANIZATIONAL LEADERSHIP ] ] ] ]

[l THE TRAINING BOOK



CATEGORY 2: Business and Financial Management

2a) The Executive Director keeps informed about financial needs of Mahube
Community Council, Inc., to pay for staff, facilities, equipment and supplies.

Comments:

2b) The Executive Director understands and supervises the financial account-
ing programs for Mahube Community Council, Inc.

Comments:

2c) The Executive Director ensures that organization funds are spent appro-
priately, always in the best interest of those we serve.

Comments:

2d) The Executive Director provides the board accurate, understandable infor-
mation about the financial status of this organization through regular financial
reports.

Comments:

2e) The Executive Director makes well-supported budgeting recommenda-
tions to the board.

Comments:

1 VERY GOOD
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IMPROVEMENT

NEEDS
TOTAL

2f) The Executive Director assists the board to keep the organization finan-
cially sound.

] VERY GOOD
] ADEQUATE

[]
[]

Comments:

2g) The Executive Director explores and proposes to the board new potential
sources of finance for programs and services.

Comments: D D D D

2h) The Executive Director plans and organizes work effectively.

Comments: D D D D

2i) The Executive Director ensures that all governmental and legal require-
ments of the organization are met.

Comments: D D D D

TOTALS: CATEGORY 2: BUSINESS AND FINANCIAL MANAGEMENT (] (] [] (]
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CATEGORY 3: Relationship with the Board

IMPROVEMENT

NEEDS
TOTAL

3a) The Executive Director keeps board members informed about issues,
needs and operation of Mahube Community Council, Inc.

] VERY GOOD
] ADEQUATE

[]
[]

Comments:

3b) The Executive Director offers direction to the board, when needed on
issues requiring board action, and makes appropriate recommendations
based on thorough study and analysis.

Comments: D D D D

3c) The Executive Director interprets and executes the intent of board policy.

Comments: D D D D

3d)The Executive Director seeks, and accepts from the board, constructive
criticism ofwork.

Comments: D D D D

3e) The Executive Director supports board policy and actions to staff, clients
and the public.

Comments: D D D D

3f) The Executive Director understands his role in administration of board
policy.

Comments: D D D D
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3g) The Executive Director responds in a timely manner to supply to the
board information requested by the full board.

Comments:

3h) The Executive Director remains impartial to board members, treating all
alike.

Comments:

3i) The Executive Director refrains from criticism of the board and individual
board members outside board meetings.

Comments:

3j) The Executive Director works directly with the board to resolve differ-
ences of opinion.

Comments:

3k) The Executive Director freely offers opposition to any matter under dis-
cussion by the board until a board decision is made, after which he subordi-
nates his views to those of the board.

Comments:

31) The Executive Director demonstrates clear understanding of the employ-
ee/employer relationship with the board.

Comments:

TOTAL: CATEGORY 3: RELATIONSHIP WITH THE BOARD

] VERY GOOD

[]
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CATEGORY 4:
Personal Characteristics that Impact Job Performance

IMPROVEMENT

NEEDS
TOTAL

4a) The Executive Director maintains high standards of ethics, honesty and
integrity in personal and professional relationships.

] VERY GOOD
] ADEQUATE

[]
[]

Comments:

4b) The Executive Director has respect and high standing among professional
colleagues.

Comments: D D D D

4c) The Executive Director devotes time and energy effectively to the job.

Comments: D D D D

4d) The Executive Director works well with individuals and groups.

Comments: D D D D

4e) The Executive Director exercises good judgment in arriving at decisions.

Comments: D D D D
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4f) The Executive Director maintains poise and emotional stability in the full
range of professional activities.

Comments:

49) The Executive Director writes clearly and concisely.

Comments:

4h) The Executive Director responds well when faced with unexpected/dis-
turbing situations.

Comments:

41) The Executive Director remains open to ideas, suggestions and criticisms
from the board.

Comments:

TOTALS: CATEGORY 4:
PERSONAL CHARACTERISTICS THAT IMPACT JOB PERFORMANCE

] VERY GOOD
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CATEGORY 5: Innovation/Improvement

5a) The Executive Director accepts/promotes change that will better serve
clients.

Comments:

5b)The Executive Director regularly proposes good ideas to the board for
better service to clients.

Comments:

5c¢) The Executive Director seeks advanced training to improve job skills.

Comments:

TOTALS: CATEGORY 5: INNOVATION/IMPROVEMENT

CATEGORY SUMMARY

] VERY GOOD

VERY GOOD

ORGANIZATIONAL LEADERSHIP []

BUSINESS AND FINANCIAL MANAGEMENT (]

RELATIONSHIP WITH THE BOARD []

PERSONAL CHARACTERISTICS THAT IMPACT JOB PERFORMANCE (]

INNOVATION/IMPROVEMENT []

TOTAL (]
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PART II

1) In what area(s) has the Executive Director done an exceptional job that is
not adequately reflected in Part | of this evaluation? Explain.

All Comments:

2) In what area(s), not covered in part | of this evaluation form, does the
Executive Director’s performance need improvement? Explain.

All Comments:

3) Has the Executive Director’s performance been at a level that merits consid-
eration of additional compensation? Explain.

All Comments:
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Summary of Individual Evaluators
Purpose: To ensure that one evaluator does not make the compilation look

too high or too low.

Evaluator 1
Very Good
Adequate
Needs Improvement

Evaluator 2
Very Good
Adequate
Needs Improvement

Evaluator 3
Very Good
Adequate
Needs Improvement

Evaluator 4
Very Good
Adequate
Needs Improvement

Evaluator 5
Very Good
Adequate
Needs Improvement

Evaluator 6
Very Good
Adequate
Needs Improvement

Evaluator 7
Very Good
Adequate
Needs Improvement

Evaluator 8
Very Good
Adequate
Needs Improvement

O

O

O

O

O

O

O

O

Evaluator 9
Very Good
Adequate
Needs Improvement

Evaluator 10
Very Good
Adequate
Needs Improvement

Evaluator 11
Very Good
Adequate
Needs Improvement

Evaluator 12
Very Good
Adequate
Needs Improvement

Evaluator 13
Very Good
Adequate
Needs Improvement

Evaluator 14
Very Good
Adequate
Needs Improvement

Evaluator 15
Very Good
Adequate
Needs Improvement

Evaluator 16
Very Good
Adequate
Needs Improvement

O

O

O

O

O

O

O

O
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ONLINE RESOURCES FOR NONPROFIT BOARDS ADMINISTRATION |

m Management Assistance Program’s
Nonprofits Manager Library (online
resources, Information about publica-
tions, and numerous links) designed to
help nonprofit boards and employees
carry out their responsibilities.

Boards Page

http://www.mapnp.org/library/index.html#anchor99492

Other topics (e.g. fundraising, strategic planning, evaluation)

http://www.mapnp.org/library/index.html

m Board-related information from:

The National Center for Nonprofit Boards
(a national nonprofit dedicated to building
the capacity of nonprofit boards to
exercise effective governance)

(homepage) http://www.ncnb.org
(publications) http://www.ncnb.org /html/pubmainpage.htmi

The Nonprofit Genie (a California-based
online resource for nonprofit organizations)

(homepage) http://www.genie.org

(publications on boards)
http://www.genie org/pubs_ reviews_ board.htm

m The Management Center’s Nonprofit
Assessment Tool includes a section on
board assessment:

http://www.tmcenter.org/toolintro.html

VAl THE TRAINING BOOK



REGISTRATION AND REPORTING
REQUIREMENTS FOR CHARITABLE
ORGANIZATIONS. MINN. STAT. 8§
309.50 - 309.61 (1998).

A. Registration Under Minnesota
Statutes Chapter 309.

Charitable organizations that solicit
contributions from the public must
register with the Attorney General.

1. Definitions
(Minn. Stat. § 309.50).

(a) “Charitable Organization” means
any person who engages in or pur-
ports to engage in solicitation for a
charitable purpose. It does not
include an organization whose pri-
mary purpose is supporting or
opposing or influencing the nomina-
tion for election of any candidate for
elective office.

(b) “Solicit” means the request
directly or indirectly for any contribu-
tion on the plea or representation
that such contribution will or may be
used for any charitable purpose.

(c) “Contribution” means the
promise or grant of any money or
property of any kind, or payment for
merchandise or rights of any descrip-
tion when representation is made by
or on behalf of the seller that the
whole or any part of the price will be
applied to a charitable purpose.
“Contributions” does not include
government agency grants. It does
include, in the case of a charitable
organization offering goods and ser-
vices to the public, the difference
between the direct cost of the goods
and services and the price at which
the organization resells those goods
and services to the public.
“Contributions” does not include
program service revenue.

(d) “Charitable Purpose” means any
charitable, benevolent, philanthropic,
patriotic, religious, social service, wel-
fare, education, eleemosynary, cultur-
al, artistic or public interest purpose.

ATTORNEY GENERAL OVERSIGHT OF CHARITIES

2. Exemptions
(Minn. Stat. § 309.515).

Certain organizations are excluded
from the requirement to register to
solicit funds. These organizations are
generally described as follows:

(a) small charities which receive less
than $25,000 in contributions and
do not have paid staff members or a
professional fund-raiser;

(b) religious organizations;
(c) educational institutions;

(d) fraternal, patriotic, social, trade,
educational, alumni, professional or
learned societies which limit solicita-
tion of contributions to those per-
sons who have a right to vote as a
member;

(e) charitable appeals for an individ-
ual where there are no restrictions on
the person’s use of the funds;

(f) private foundations which solicit
from fewer than 100 persons.

B. Annual Reporting
Requirements
(Minn. Stat. 8§ 309-53).

Every organization that is required to
register or that is registered to solicit
contributions must file an annual
report within six (6) months after the
close of the fiscal year. An extension
of time may be granted for up to
three months for cause shown. An
organization must request the exten-
sion in writing. There is a late fee of
$50.00 for those who fall to file on
the date required or allowed.

1. The Annual Report Must
Include:

(a) A financial statement that con-
tains a balance sheet, statement of
income and expense and functional
expense statement;

(b) Attorney General’s annual report
form;
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(c) Copy of IRS return (990, 990-T,
990-EZ or 990-PF);

(d) $25.00 registration fee;

(e) A certified audit if total revenue
exceeds $350,000.

2. Financial Statement
Requirements:

The financial statement must be pre-
pared in accordance with generally
accepted accounting principles so as
to fully disclose:

(a) Total receipts and total income;

(b) Cost of management and
general;

(c) Cost of fund-raising;
(d) Cost of public education;

(e) Funds or properties transferred
out-of-state, with explanation as to
recipient and purpose;

(f) Total net amount disbursed or

dedicated within this state, broken

down into each charitable purpose;
and

(g) Names of professional fund-rais-
ers and their financial compensation.

(h) A list of the five highest paid
directors, officers and employees of
the reporting organization and its
related organizations that receive
total compensation of more than
$50,000, together with the total-
compensation paid to each. “Total
compensation” includes salaries,
fees, bonuses, fringe benefits, sever-
ance payments, and deferred com-
pensation. A “related organization™ is
defined in Minn. Stat. § 317A.01 1,
subd. 18. It includes an organization
that controls, is controlled by or is
under common control with another
corporation.

For many organizations, the IRS form
990 will fulfill state requirements for
a basic financial statement. The form
990-EZ does not fulfill state require-
ments in that it does not contain
either a functional expense state-
ment or a complete balance sheet.
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A. IRS PUBLICATION 557. IRS
Publication 557 entitled “Tax Exempt
Status for Your Organization” sets
forth the guidelines that the IRS wiill
follow in determining whether an
organization is entitled to exempt
status under Section 501(c) of the
IRC.

B. ORGANIZATIONS DESCRIBED IN
SECTION 501(c)(3) OF THE IRC.

1. Application. Section 508 of the
IRC and the regulations thereunder
provide that an organization will not
be treated as an organization
described in Section 501(c)(3) of the
IRC unless the organization files a
properly completed and executed
Form 1023 “Application for
Recognition of Exemption.” Unless
Form 1023 is filed within 27 months
of the last day of the month in
which the organization was orga-
nized, the organization will not
receive exempt status for the period
before the filing of the Form (but it
may qualify as an organization
described in IRC § 5 01 (c)(4).

2. Where Form 1023 Not Required.
Certain organizations are not
required to file a Form 1023 in order
to claim tax-exempt status as an
organization described in Section
501(c)(3) of the IRC. These organiza-
tions include:

a. Churches, interchurch organi-
zations of local units of a church and
conventions or associations of
churches. IRC 8508(c)(1)(A).

b. Any organization that is not a
private foundation and the gross
receipts of which in each taxable
year is normally not more than
$5,000. IRC 8§508(c)(1)(B), and

c. Subordinate organizations
(other than private foundations) cov-
ered by a group exemption letter.

APPLICATION PROCESS AND ANNUAL REPORTING

C. ORGANIZATIONS DESCRIBED
IN SECTION 501(c) OF THE IRC
(OTHER THAN THOSE DESCRIBED
IN SECTION 501(c)(3).

1. Application Not Required. The
IRC does not require that an organi-
zation (other than an organization
described in Section 5 01 (c)(3) of
the IRC) apply for tax-exempt status
in order to be exempt from tax
under Section 5 01 (a) of the IRC.

2. Effect of Application.
Notwithstanding the absence of a
statutory requirement of IRS
approval for exempt status, Treas.
Reg. §1.501(a)(2) provides that an
organization, other than a trust
described in Section 401(a) of the
IRC, is not exempt from tax merely
because it is not organized and oper-
ated for profit. In order to establish
its exemption, Treas. Reg. §1.501(a)-
I(a)(2) requires every organization
claiming exemption to file an appli-
cation form.

a. However, the IRS seems to
recognize that its position is some-
what untenable. In Rev. Proc. 90-27,
1990-1, C.B. 514, Section 13, the
IRS states that a ruling or determina-
tion letter recognizing exemption is
usually effective as of the date of for-
mation of an organization if its pur-
poses and activities during the peri-
od prior to the date of the ruling or
determination letter were consistent
with the requirements for exemp-
tion.

b. A further concession by the
IRS is found in Treas. Reg. §1.6033-
2(c) which states that an organiza-
tion which claims to be exempt
under Section 501(a) of the IRC, but
which has not yet sought a determi-
nation letter as to exempt status,
must file Form 990 (Return of an
Organization Exempt from Tax) with
a statement thereon that the return
is being filed in the belief that the
organization is exempt from tax
under Section 501(a) of the IRC, but
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CONTINUED

that the IRS has not yet recognized
such exemption.

3. Form 1024. An application for a
determination of exemption of an
organization described in Sections
501(c)(2), (4). (5), (6). (7) or (8) of
the IRC is to be made on Form
1024, which is very similar to Form
1023. Depending on the nature of
the organization, there are also
schedules to Form 1024 that must
be completed by particular types of
organizations. Note, however,, that
Form 1024 need not be filed within
any specific period of time in order
to obtain retroactive recognition of
tax-exempt status.

4. Other Details.

a. All applications for a determi-
nation letter as to exempt status for
organizations situated in Minnesota
are to be made to the Exempt
Organization Division (E.O.) of the
Key District Director’s office in
Covington, Kentucky.

b. If the application is to be
submitted by an attorney, there
should be included with the applica-
tion a properly completed Power of
Attorney, Form 2848.

C. User Fees.

1) The law requires the payment
of a user fee for determina-
tion letter requests submitted
to the IRS. The fee must
accompany each request sub-
mitted. The current user fee
schedule is:

a) Organization with gross
receipts of less than $10,000
for first four years - $150.

b) Initial requests (all others)-
$500.
¢) Group exemption rulings -
$500.

2) Reduced fees are available.

3) File. Form 8718 along with
the user fee.

D. ANNUAL FILING
REQUIREMENTS. (IRS).

1. Annual Information Return. IRC
86033 requires every organization
exempt from tax under Section 501
(a) to file an annual return with the
IRS, other than:

a. Churches, integrated auxil-
iaries of a church, a school below
college affiliated with a church, reli-
gious orders and a convention or
association of churches, and

b. Certain organizations (other
than private foundations) whose
gross receipts normally do not
exceed $25,000 per year.
Organizations exempted form filing
Form 990 under the gross receipts
exception include religious organiza-
tions, 8 170(b)(1)(A)(ii) educational
organizations, and charitable organi-
zations.

2. Forms.

a. Private foundations file Form
990PF.

b. Exempt organizations with
gross receipts of less than $100,000
per year and total assets of less than
$250,000 may file Form 990EZ.

c. All other exempt organizations
file Form 990. Section 501(c)(3) or
public charities (organizations that
are not private foundations) are also
required to file Schedule A to Form
990.

d. If the organization has taxable

income to report, Form 990T is used.

E. PUBLIC DISCLOSURE. Under cur-
rent law, all, exempt organizations
must allow public inspection of the
organization’s Form 1023 or Form
1024. In addition, exempt organiza-
tions must allow public inspection at
the organization‘s principal office of
their three most recent Form 990’s.
Public charities may exclude the
names and addresses of contributors;
however, private foundations may
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not exclude the list of contributors.
Inspection must also be allowed at
any regional or district office of the
organization.

In addition to allowing inspection of
an application for exemption or
return at the principal office of the
charity, a charity must provide a
copy of the application for tax
exemption or annual information
return upon the in-person or written
request of an individual without
charge, other than a reasonable fee
for any reproduction and mailing
COSts.

If the request is made in person, the
copy must be provided immediately.
If the request is made in writing, the
copy must be provided within 30
days.

1. “Application for Tax Exemption.”
The “Application for Exemption”
includes the Form 1023 or Form
1024, as well as any supporting doc-
uments files by or on behalf of the
organization in connection with its
application. It also includes any letter
or document issued by the IRS in
connection with the application. If an
organization filed its application
before July 15, 1987, the final regula-
tions provide that the organization is
required to make available a copy of
its application only if it had a copy of
the application on July 15, 1987. In
addition, organizations whose appli-
cations are pending with the IRS or
to whom the IRS has issued an
adverse determination are not
required to disclose their applications
for exemption.

2. “Annual Information Return.”
An information return must be made
available for a period of three years
beginning on the date it was
required to be filed (ignoring any
extensions) or was actually filed,
whichever is later. Generally, the
annual information return includes
Forms 990, 990PF, 990-EZ, 990-BL,
and Form 1065, including all sched-
ules and attachments filed with the

IRS. Organizations are not required
to disclose Form 990-T.

3. Making information returns
widely available. The requirement
to provide copies of an organiza-
tion’s annual information return or
application for tax exemption will
not apply to the organization if the
organization has made the request
documents “widely available.” The
organization must still also make the
return or application available for
public inspection. One method for
making the return or application
widely available is posting the docu-
ment on the organization’s World
Wide Web page or by having the
applicable form posted on a Web
page established and maintained by
another entity as part of a database
of similar documents of other taxex-
empt organizations. One popular
location for posting returns on the
internet is www.guidestar.org . This
web site contains Form 990’s for
over 200,000 public charities and
Form 990PF’s for over 6 1,000 pri-
vate foundations in a searchable
database.

Other requirements relating to post-
ing on a Web page include:

m The documents must be posted in
a format that, when accessed, down-
loaded, viewed and printed in hard
copy, exactly reproduces the original
documents as filed with the IRS;

= Any individual with access to the
Internet must be able, at no charge,
to access, download, view and print
the document without special hard-
ware or software (other than free
software that is readily available);
and

= Any individual requesting copies
must be notified of the Web site’s
address. If the request is made in
person, the organization must pro-
vide this information to the individ-
ual immediately. If the request is
made in writing, the notice must be
provided within seven days of receiv-
ing the request.
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4. Harassment Campaigns. To pre-
vent abuse of the new disclosure
requirements, disclosure need not be
made by organizations that are sub-
ject to a campaign to harass and dis-
rupt the organization’s activities. If
the IRS district director determines
the organization is subject to a
harassment campaign, the organiza-
tion may disregard any requests
resulting from the harassment. A pre-
requisite of a harassment campaign is
the receipt by the organization of a
“group of requests,” including multi-
ple requests from a single individual
or address. Facts and circumstances
to be considered in determining
whether a group of requests is
harassing or disruptive include: (a) a
sudden increase in the number of
requests; (b) an extraordinary num-
ber of requests made through form
letters or similarly worded correspon-
dence; (c) evidence of a purpose to
deter significantly the organization’s
employees or volunteers from pursu-
ing the organization’s exempt pur-
pose; (d) requests that contain lan-
guage hostile to the organization; (e)
direct evidence of bad faith by orga-
nizers of the purported harassment
campaign; (f) evidence that the orga-
nization has already provided the
requested documents to a member
of the purported harassing group;
and (g) a demonstration by the tax-
exempt organization that it routinely
provides copies of its documents
upon request.

An organization may disregard any
request for copies beyond the first
two received within any 30-day peri-
od or the first four received within
any one-year period from the same
individual or same address, regardless
of whether the district director has
determined that a harassment cam-
paign exists.

5. Penalties for Failure to Disclose.

Organizations that willfully fail to dis-
close may be subject to a penalty of

$ 10,000.00.

111. CHARITABLE CONTRIBUTIONS.

A. FEDERAL LAW: GENERAL RULE.
The Internal Revenue Code (the
“Code” or “IRC”) provides for a
deduction from gross income of any
contribution to or for the use of cer-
tain exempt organizations. IRC 8§
170(a)(1) defines the term “charita-
ble contribution” as a contribution or
gift to or for the use of any of the fol-
lowing five (5) types of organizations:

1. A state, a possession of the United
States, any political subdivision there-
of, or the United States or the District
of Columbia, but only if the contribu-
tion or gift is made for exclusively
public purposes.

2. A corporation, trust or community
chest, fund, or foundation:

a. Created or organized in the
United States or in any possession
thereof, or under the laws of the
United States, any state, the District
of Columbia, or any possession of the
United States;

b. Organized and operated,
exclusively for religious, charitable,
scientific, literary or educational pur-
poses, or to foster national or interna-
tional amateur sports competition
(but only if no part of its activities
involve the provision of athletic facili-
ties or equipment), or for the preven-
tion of cruelty to children or animals;

¢. No part of the net earnings
of which inures to the benefit of any
private shareholder or individual; and

d. Which is not disqualified for
tax exemption under 8501(c)(3) by
reason of attempting to influence
legislation, and which does not par-
ticipate in, or intervene in (including
the publishing or distributing of
statements) any political campaign
on behalf (or in opposition to) any
candidate for public office.

3. A post or organization of war vet-
erans, or an auxiliary unit or society
of, or trust or foundation for, any
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such post or organization, as long as
the organization is:

a. Organized in the United States
or any of its possession, and

b. No part of the net earnings of
the organization inures to the benefit
of any benefit of any private share-
holder or individual.

4. In the case of a contribution or
gift by an individual, a domestic fra-
ternal society, order or association,
operating under the lodge system,
but only if such contribution or gift is
to be used exclusively for religious,
charitable, scientific, literary or edu-
cational purposes, or for the preven-
tion of cruelty to children or animals.

5. A cemetery company owned and
operate exclusively for the benefit of
its members, or any corporation
chartered solely for burial purposes as
a cemetery corporation and not per-
mitted by its charter to engage in
any business not necessarily incident
to that purpose, if such company or
corporation is not operated for profit
and no part of the net earnings of
such company or corporation inures
to the benefit of any private share-
holder or individual. IRC 8170(c)(l)-

(®)-
B. SUBSTANTIATION AND DISCLO-

SURE REQUIREMENTS FOR CHARI-
TABLE CONTRIBUTIONS.

1. Substantiation of Charitable
Contributions of $250 or More. No
charitable contribution deduction
will be allowed for a contribution of
$250 or more to an eligible organi-
zation unless the donor substantiates
the contribution with a contempora-
neous written acknowledgment of
the contribution from the donee
organization. In other words, a can-
celed check no longer suffices for
contributions of $250 or more to
support the deduction.

a. Applicability. The substantiation
requirements -only apply to contri-
butions of $250 or more. Thus, if a
donor makes a payment of $300,

but receives a dinner worth $100,
the amount of the contribution is
$200. The written substantiation
requirements would not apply.
(However, the disclosure require-
ments for “quid pro quo” contribu-
tions, discussed next, would apply.)
Prop. Treas. Reg. §1.170A-13(f)(1).

b. Written Acknowledgment. The
written acknowledgment from the
donee organization must provide the
following information:

1) The amount of any cash the
taxpayer paid;

2) A description of any proper-
ty, if any (other than cash), the tax-
payer transferred to the organization
(but not necessarily the value);

3) A statement of whether or not
the donee organization provides any
goods or services in consideration for
any of the cash or other property
transferred to the organization;

4) If the donee organization pro-
vides any goods or services other
than intangible religious benefits (as
described in Section | 70(f)(8)), a
description and good faith estimate
of the value of those goods or ser-
vices; and

5) If the donee organization pro-
vides any intangible religious bene-
fits, a statement to that effect.

Prop. Treas. Reg. §1.170A- 13 (f)(2).

c. “Contemporaneous” Statement.
The written acknowledgment is
“contemporaneous” if it is obtained
by the taxpayer on or before the ear-
lier of:

1) The date the taxpayer files its
original return for the taxable year in
which the contribution was made; or

2) The due date (including
extensions) for filing the taxpayer’s
original return for that year.

Prop. Treas. Reg. § 1.170A- 13 (f)(3).

d. Substantiation of Out-of-Pocket
Expenses. A taxpayer that incurs
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unreimbursed expenditures incident
to the rendition of services is treated
as having obtained a contemporane-
ous written acknowledgment of
those expenditures if the tax payer:

1) Has adequate records to sub-
stantiate the amount of the expendi-
tures; and

2) Obtains a statement prepared
by the donee organization contain-
ing:

a) A description of the
services provided by the tax-

payer;

b) The date the services were
provided;

c¢) A statement or whether or
not the donee organization
provides any goods or ser-
vices in consideration for the
unreimbursed expenditures;
and

d) If so, a statement as to the
value of the goods and
services (or intangible reli-
gious benefit) provided to
the taxpayer.

Prop. Treas. Reg. 81.170A-13(f)(10).

e. Goods or services provided to
employees of donors. For purposes
of the substantiation requirement of
Section 170(f)(8), goods or services
provided by a donee organization to
a taxpayer’s employees in return for
a payment to the organization may
be disregarded to the extent that the
goods or services provided to each
employee are items of “insubstantial
value” (discussed below).

f. Penalties. A charity that knowingly
provides false substantiation to a
donor may be subject to liability
under existing penalty provisions in
the Code for aiding and abetting an
understatement of tax liability. IRC
86701.
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(from Minnesota Council of Nonpraofits)

INTRODUCTION

The Minnesota Council of Nonprofits
(MCN) began work on nonprofit
accountability at its 1993 Annual
Conference, and has continued this
discussion through focus group
meetings, workshops, and discus-
sions in Duluth, Marshall, Rochester,
Moorhead, Grand Rapids, and the
Twin Cities. Under the leadership of
Dr. James P. Shannon, MCN joined
with the Charities Review Council of
Minnesota and MAP for Nonprofits
to collaborate on discussions of non-
profit standards, and to promote
principles of sound management
and public accountability. The first
draft document was circulated in
October 1994.

In 1998, the Committee on
Nonprofit Standards reconvened and
developed this new draft. The com-
mittee reviewed standards, manage-
ment checklists, and codes of ethics
from a variety of sources including
the Charities Review Council of
Minnesota, United Way, National
Society of Fundraising Executives,
Local Initiative Support Corporation,
Second Harvest, and MAP for
Nonprofits. These documents as well
as hundreds of constructive contribu-
tions from MCN members and the
public informed this draft. MCN is
also pleased to acknowledge a major
debt to its sister organization, the
Maryland Association of Nonprofit
Organizations’ for its Standards of
Excellence: An Ethics and Accountability
Code for the Nonprofit Sector (1998).

Two thousand copies of the second
draft of MCN'’s Standards for
Nonprofit Excellence were sent to
MCN members and the public and
posted on the MCN Web site in July
1998. Two hundred comments on
the draft were received via email,
phone calls, letters and at communi-
ty meetings held in St. Cloud,

PRINCIPLES AND PRACTICES
FOR NONPROFIT EXCELLENCE

Duluth, Marshall, Rochester, Grand
Rapids, Moorhead, St. Paul, and
Minneapolis.

Members of the committee on non-
profit standards include:

Judy Alnes, MAP for Nonprofits
Angela Bies, Charities Review Council

Eve Borenstein, Tax Exempt Law
Office of Eve Rose Borenstein

David Brown, Brown & Company,
Brooklyn Center

Jennifer Gillespie, Minnesota Council
of Nonprofits

Betsy Jaros, United Way of
Minneapolis

Anne Long, Plymouth Christian
Youth Center

Jon Pratt, Minnesota Council of
Nonprofits

Marcia Nottingham, Second Harvest
North Central Food Bank, Grand
Rapids, Committee Co-Chair

Lois Schmidt, United Way of Lyon
County, Marshall

James V. Toscano, Institute for
Research and Education,
HealthSystem Minnesota,
Committee Co-Chair

Laura Waterman-Wittstock, MIGIZ|
Communications

Michael Wirth Davis,
Goodwill/EasterSeal

Reid Zimmerman, Hazelden

The Principles and Practices for
Nonprofit Excellence will be reviewed
biennially to ensure that they remain
timely and accurate. Please direct
comments to Christine Durand,
MCN Communications Assistant, by
e-mail to cdurand@mncn.org, by fax
to (651) 642-1517, by phone at
(651) 642-1904 or (800) 289-1904,
or by mail to Minnesota Council of
Nonprofits, 2314 University

Avenue West, Suite 20, St. Paul, MN
55114.

October 5, 1998
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PREFACE

The Principles and Practices for
Nonprofit Excellence are based on the
fundamental values of quality,
responsibility, and accountability. The
nine Principles for Nonprofit
Excellence are the characteristics that
distinguish the nonprofit sector from
government and the business sector.
The 87 Practices for Nonprofit
Excellence provide specific guidelines
that individual organizations can use
to evaluate and improve their opera-
tions, governance, human resources,
advocacy, financial management,
and fundraising.

This document has three intended
purposes. The first is to educate indi-
vidual organizations about the
possibilities of excellence and serve
as a tool for strategic planning and
evaluation of their own operations in
relation to the rest of the sector. The
second is to improve the quality of
the sector as a whole by establishing
these principles. The third is to
increase awareness and understand-
ing of the nonprofit sector in the
broader public.

The Principles and Practices for
Nonprofit Excellence are neither
intended for use nor should be used
by funders or government to evalu-
ate organizations, or is it intended as
a substitute for the wisdom of direc-
tors of individual organizations.
Given the blurring of the lines
between the three sectors of society
and the enormous growth of the
nonprofit sector in recent years, this
document is an attempt to define
our sector.

A committee representing the
breadth of the nonprofit sector creat-
ed the Principles and Practices

for Nonprofit Excellence and included
input gathered from community
meetings held throughout the state.
The committee attempted to name
the law, custom, and philosophy of
excellence in the Minnesota nonprof-
it sector.

The following Principles and
Practices presume that each organi-
zation is in compliance with
applicable law, including Minnesota
Chapter 317A (the Minnesota
Nonprofit Corporation Act);

relevant sections of the Internal
Revenue Code; and other federal
and state laws dealing with employ-
ment, occupational health, and safe-
ty. Every nonprofit organization
needs a strong foundation of compli-
ance, along with a broad organiza-
tional awareness of laws and regula-
tions related to fundraising, licensing,
financial accountability, human
resources, lobbying, political advoca-
¢y, and taxation. (Some of the
Practices outlined below parallel
Minnesota Law and are noted as
such in the text.)

Minnesotans join together through-
out the state to form associations of
every type. The Principles and
Practices for Nonprofit Excellence were
written for public benefit, 501(c)3,
organizations that are not private
foundations. The information, how-
ever, is also intended to apply broad-
ly to the entire Minnesota nonprofit
sector. Because of the diversity of the
sector by size, region, and activity
area, each organization must decide
for itself whether or not an individual
practice is appropriate for the organi-
zation in its current situation.

Nonprofit organizations are essential
elements of vital communities. These
organizations enrich the quality of
life, epitomize the highest societal
values, and strengthen democracy.
Volunteers, board members, and
employees of nonprofits become
involved because of their organiza-
tion’s public benefit mission. The
continued success of Minnesota’s
nonprofit organizations depends
upon public confidence and broad
public support. This document is a
testament to the public support of
the nonprofit sector’s commitment
to strive for excellence to the benefit
of society.
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The critical role of nonprofit organi-
zations in democratic societies
underscores the importance of
knowledge of how to form, govern,
and manage these organizations.
The growth and progress of the non-
profit sector depend on developing
and improving this body of knowl-
edge. Since its founding by nonprof-
its in the state, MCN has undertaken
research, education, and technical
assistance to strengthen nonprofit
management and governance.

The Principles and Practices for
Nonprofit Excellence offer guidance
for nonprofit boards of directors, vol-
unteers, and employees across the
broad range of nonprofit responsibili-
ties. It provides a framework for high
quality, responsible, and accountable
organizations. The Principles and
Practices will provide the framework
for a companion workbook and
training series that will include tem-
plates, samples, and suggestions of
ways organizations can simply and
cost effectively exemplify excellence.

PRINCIPLES FOR NONPROFIT
EXCELLENCE

MISSION AND VALUES

A nonprofit is founded for public
benefit and operates to accomplish a
well-defined, articulated mission. Its
programs effectively and efficiently
work toward achieving that mission
and it is committed to continuous
quality improvement. Based on the
values of quality, responsibility, and
accountability, nonprofit board
members, volunteers, and employees
act in the best interest of achieving
the organization’s mission at all
times.

GOVERNANCE

Elected or appointed, volunteer
boards of directors who are commit-
ted to the organization’s mission and
leadership govern nonprofits. A non-
profit board determines the mission,
strategic direction, and future pro-
gramming of the organization. A
nonprofit board ensures and nurtures

adequate human and financial
resources and actively monitors and
evaluates the organization’s executive
director/CEO, as well as service and
financial results. Nonprofit board
members approve and systematically
implement policies to ensure achieve-
ment of the mission of the organiza-
tion and to prevent perceived, poten-
tial, or actual conflict of interest.

HUMAN RESOURCES

Volunteers and employees are essen-
tial elements of a nonprofits ability to
achieve its mission. Volunteers are
unique to nonprofits, and are a vital
resource in governance, administra-
tive, and service capacities. Nonprofit
human resource policies are fair,
establish clear expectations, and
provide for meaningful and effective
performance evaluation for both
paid employees and volunteers.

FINANCIAL MANAGEMENT

A nonprofit is a faithful steward of
public funds entrusted to it, practices
sound and timely financial manage-
ment, and complies with a complex
array of legal and generally accepted
accounting principles. A nonprofit
maintains accurate financial records
and ensures that the organization’s
financial resources are used solely in
furtherance of its mission.
Regulatory, risk management, and
liability concerns are periodically
reviewed.

CHARITABLE FUNDRAISING
Charitable donations provide an
important and unique source of vol-
untary financial support for the work
of most nonprofits. Truthfulness,
donor confidentiality, and responsi-
ble stewardship are the foundations
of nonprofit fundraising. Nonprofit
fundraising practices are consistent
with and respectful of the intent of
donors and prospective donors as
well as its mission and organizational
capacity.

PUBLIC ACCOUNTABILITY AND
COMMUNICATION

Volunteers, board members, employ-
ees and donors voluntarily become
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involved with a private nonprofit cor-
poration because of its public benefit
mission. Therefore, a nonprofit is
transparent and makes information
about its mission, program activities,
and finances available to its con-
stituencies. A nonprofit is accessible
and responsive to public inquiry and
reaches out to interested parties.

PUBLIC POLICY AND ADVOCACY

A nonprofit is an essential element of
democracy, serving as a vehicle
through which individuals organize
and speak together to achieve a
common mission. A nonprofit ampli-
fies the voice of its constituents
through public education and public
policy advocacy, as well as by
encouraging civic participation.

INFORMATION AND TECHNOLOGY
A nonprofit manages information
with regard for confidentiality, safety,
accuracy, integrity, reliability, and
cost-effectiveness. A nonprofit incor-
porates standard and emerging tech-
nology into its work when appropri-
ate to improve its efficiency, efficacy,
and accuracy in the achievement of
its mission.

PARTNERSHIP AND ALLIANCES

A nonprofit forms alliances with
other nonprofit, for-profit, or govern-
mental organizations if and when
appropriate to improve the organiza-
tion’s capability to advance its mis-
sion and serve its constituencies. A
nonprofit identifies partners to create
new opportunities to achieve mis-
sion-driven results.

MISSION AND VALUES

A nonprofit is founded for public
benefit and operates to accomplish a
well-defined, articulated mission. Its
programs effectively and efficiently
work toward achieving that mission
and it is committed to continuous
quality improvement. Based on the
values of quality, responsibility, and
accountability, nonprofit board
members, volunteers, and employees
act in the best interest of achieving

the organization’s mission at all
times.

A. Mission

1. A nonprofit’s purpose — the
answer to the question, “Why?” as
defined and approved by the board
of directors — should be formally
stated in writing. The organization’s
activities should be consistent with
its stated purpose.

2. A nonprofit should, at least bienni-
ally, revisit its mission to determine if
the need for its services continues to
exist. The organization should evalu-
ate whether the mission needs to be
modified to reflect societal changes;
whether the organization’s current
programs should be revised or dis-
continued in light of the existing or
newly defined mission; or whether
new services need to be developed.

3. A nonprofit should have defined
replicable procedures in place for
evaluating (both qualitatively and
quantitatively) its processes and out-
comes in relation to its mission.
These procedures should address the
efficiency and cost-effectiveness of
processes and outcomes.

B. Program Service and Quality

1. A nonprofit should act with the
utmost professionalism and treat alll
persons equally and with respect.

2. A nonprofit should regularly moni-
tor the satisfaction of service partici-
pants as well as other parts of the
organization’s constituencies and
provide a grievance procedure to
address complaints.

3. A nonprofit should practice con-
tinuous quality improvement that
includes evaluation and tracking of
information.

C. Values

1. A nonprofit should act with
integrity, openness, and honesty in
all relationships, dealings, and trans-
actions. A nonprofit should strive to
earn and convey trust through
integrity, openness, and honesty.
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2. A nonprofit should keep faith with
the public trust through efficient,
cost-effective, and compassionate
stewardship of resources. A nonprofit
should be mindful that its mission is
accomplished through the generosi-
ty of others.

3. A nonprofit should ensure that
policies and procedures of human
relations are legally grounded, of

high quality, and respectful of the
dignity and rights of individuals.

D. Commitment to Diversity,
Accessibility, and Social Justice

1. A nonprofit should respect all peo-
ple’s race, religion, ethnicity, gender,
age, socioeconomic status, sexual
orientation, and ability and should
not allow differences to affect a per-
son’s opportunities.

2. A nonprofit’s board, staff, volun-
teers, and contractors should reflect
the diversity of the organization’s
constituencies and the broader com-
munity.

3. A nonprofit should conduct its
work in facilities that allow reason-
able access to persons of all ability
levels.

4. A nonprofit should act in ways
that further the equality of opportu-
nity among individuals and commu-
nities.

5. A nonprofit should act in ways
that promote a sustainable environ-
ment.

GOVERNANCE

Elected or appointed, volunteer
boards of directors who are commit-
ted to the organization’s mission and
leadership govern nonprofits. A non-
profit board determines the mission,
strategic direction, and future pro-
gramming of the organization. A
nonprofit board ensures and nur-
tures adequate human and financial
resources and actively monitors and
evaluates the organization’s execu-

tive director/CEQ, as well as service
and financial results. Nonprofit board
members approve and systematically
implement policies to ensure
achievement of the mission of the
organization and to prevent per-
ceived, potential, or actual conflict of
interest.

A. Board Responsibilities

1. The board should engage in
ongoing planning activities as neces-
sary to determine the mission of the
organization and its strategic direc-
tion, to define specific goals and
objectives related to the mission, and
to evaluate the success of the organi-
zation’s services toward achieving
the mission.

2. The board should approve the
policies for the effective, efficient,
and cost-effective operation of the
organization.

3.The board should annually
approve the organization’s budget
and assess the organization’s finan-
cial performance in relation to the
budget at least four times per year.

4. The board is responsible for the
financial health of the organization
and should actively participate in the
fundraising process through mem-
bers’ financial support and active
seeking of the support of others. As
part of the annual budget process,
the board should review the percent-
age of the organization’s resources
spent on program, administration,
and fundraising, with a goal of at
least 70% of revenue used for pro-
grams.

5. The board should hire, set the
compensation for, and annually eval-
uate the performance of the execu-
tive director/CEO.

6. If the organization employs staff,
the board should annually review its
overall compensation structure,
using industry-based surveys of
salaries and benefits. The board
should ensure that a livable hourly
compensation is paid to all employ-
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ees, whether full- or part-time. The
board should ensure that sufficient
funds are allocated to contribute to
full-time, permanent employees’
medical insurance and retirement
plans. The board should establish
policies, when appropriate, on
employee benefits, vacation, and sick
leave.

7. The board should approve written
policies and procedures governing
the work and actions of its employ-
ees and volunteers. These polices
and procedures should address the
following: working conditions; evalu-
ation and grievance procedures; con-
fidentiality of employee, volunteer,
client, and organization records and
information; and employee and vol-
unteer growth and development.

8. The board should ensure that an
internal review of the organization’s
compliance with known existing
legal, regulatory, and financial
reporting requirements is conducted
annually and that a summary of the
results of the review is provided to
the entire board.

9. The board should periodically
assess the need for insurance cover-
age in light of the nature and extent
of the organization’s activities and its
financial capacity. A decision to
forego general liability insurance cov-
erage or Directors and Officers liabili-
ty insurance coverage should be
made only by the board of directors.

B. Board Composition

1. The board members should be
personally committed to the mission
of the organization, willing to volun-
teer sufficient time and resources to
help achieve the mission of the orga-
nization, and understand and fulfill
their fiduciary responsibilities.

2. No more than one employee of
the organization should serve as a
voting member of the board of
directors and staff should not serve
as chair or treasurer of the Board.

3. To allow for significant delibera-
tion and diversity, the majority of the

board should be made up of at least
seven persons unrelated to each
other or staff.

4. The organization’s bylaws should
determine term limits that establish
individual terms of no more than
three years, allow individuals to serve
no more than three consecutive
terms, and require at least one year
intervening before eligibility for re-
election after serving the maximum
number of consecutive terms.

5. Board membership should reflect
the diversity of the organization’s
constituencies.

6. Board members (who are not
employees) should not receive com-
pensation for their board service,
other than reimbursement for expens-
es directly related to board duties.

7. The board nomination process
should be announced to the organi-
zation’s public, so that interested
persons or community members can
nominate themselves or others.

C. Conduct of the Board

1.The board should be responsible
for its own operations, including the
education, training, and develop-
ment of board members; annual
evaluation of its own performance;
and, when appropriate, the selection
of new board members. There should
be written job descriptions for board
members, officers, committees, and
committee members.

2. The board should have written
expectations for board members,
including expectations for full board
participation in fundraising activities,
committee service, and service activ-
ities.

3. The board should meet as fre-
quently as needed to adequately
conduct the business of the organi-
zation. At a minimum, the board
should meet four times a year with a
quorum present.

4. The board should have written
policies that address attendance and
participation of board members at
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board meetings including a process
to address noncompliance.

5. Written meeting minutes should
reflect the actions of the board,
including reports of authorized
board committees. The board should
permanently retain the minutes, dis-
tribute them to board and commit-
tee members, and make them avail-
able for public review.

D. Conflict of Interest

1. The board should establish conflict
of interest policies regarding board,
staff, volunteers, contractors, and
organizational partners or allies and
adhere to these policies in all deal-
ings. The policies should include an
obligation of each board member to
disclose all material facts and rela-
tionships and refrain from voting on
any matter when there is a conflict
of interest.

HUMAN RESOURCES

Volunteers and employees are essen-
tial elements of a nonprofits ability to
achieve its mission. Volunteers are
unique to nonprofits, and are a vital
resource in governance, administra-
tive, and service capacities. Nonprofit
human resource policies are fair,
establish clear expectations, and pro-
vide for meaningful and effective
performance evaluation for both
paid employees and volunteers.

A. Employees and Volunteers

1.Employees and volunteers should
be committed to the mission of the
organization and competently, effi-
ciently, and professionally perform
the duties they agreed to assume.

2. The employees and volunteers of
the organization should broadly
reflect the diversity of their organiza-
tion’s constituency.

3. A nonprofit should invest in the
training of employees and volunteers
as a means to ensure quality man-
agement and service.

4. A nonprofit should have a system
in place for written evaluation of
employees and volunteers by their
respective supervisors, at least annu-
ally.

5. A nonprofit should have a system
in place for the succession of
employees, most notably for the
executive director.

6. New employees and volunteers of
the organization should receive clear
orientation to the mission of the
organization, the organization’s poli-
cies and procedures, job definitions
and expectations, and a defined
workspace.

FINANCIAL MANAGEMENT

A nonprofit is a faithful steward of
public funds entrusted to it, practices
sound and timely financial manage-
ment, and complies with a complex
array of legal and generally accepted
accounting principles. A nonprofit
maintains accurate financial records
and ensures that the organization’s
financial resources are used solely in
furtherance of its mission.
Regulatory, risk management, and
liability concerns are periodically
reviewed.

A. Financial Accountability

1. A nonprofit should operate in
accordance with an annual budget
that has been approved by the
board prior to the beginning of each
fiscal year.

2. A nonprofit should create and
maintain financial reports on a timely
(at least quarterly) basis, accurately
reflecting the financial activity of the
organization, including the compari-
son of actual to budgeted revenue
and expense.

3. A nonprofit with annual total rev-
enues in excess of $350,000 should
subject its financial reports to an
annual audit by a Certified Public
Accountant (MN Law). A nonprofit
under this threshold, or excepted by
law, should have a CPA provide a
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review of its finances to the board
annually.

4. Quarterly financial statements
should be provided to the board of
directors. The statements should
identify and explain any significant
variation between actual and bud-
geted revenues and expenses.

5. A nonprofit should provide
employees and volunteers with a
confidential means to report suspect-
ed financial impropriety or misuse of
organization resources.

6. A nonprofit should have written
financial policies governing the fol-
lowing matters, where appropriate:
(a) investment of the assets of the
organization; (b) internal control
procedures; (c) purchasing practices;
(d) reserve funds; (e) compensation,
including salary and benefits; (f)
expense account reporting; and (g)
earned income.

7. A nonprofit may budget for a
deficit from time to time but should
not incur persistent or increasing
operating deficits.

B. External Financial Arrangements

1. A nonprofit, with board approval
and full knowledge of its legal oblig-
ations and liabilities, may undertake
responsibility of serving as a fiscal
agent for another organization with
a related mission and should review
this relationship annually.

2. Any subsidiary that a nonprofit
establishes should be in the direct
furtherance of the mission of the
organization.

CHARITABLE FUNDRAISING

Charitable donations provide an
important and unique source of vol-
untary financial support for the work
of most nonprofits. Truthfulness,
donor confidentiality, and responsi-
ble stewardship are the foundations
of nonprofit fundraising. Nonprofit
fundraising practices are consistent
with and respectful of the intent of

donors and prospective donors as
well as its mission and organizational
capacity.

A. Fundraising Activities

1. A nonprofit’s fundraising costs
should be reasonable in terms of per-
centage of charitable revenue spent
for development. On average, over a
five-year period, a nonprofit should
have charitable contributions from
fundraising activities that are at least
three times the amount spent on
fundraising.

2. A nonprofit’s fundraising methods
should promote the public’s trust in
its stewardship of charitable dollars.
Solicitation, promotional materials,
and grant applications should be
accurate, honest, and ethical. The
materials should clearly identify the
organization, its mission, and the
intended use of the solicited funds.

3. A nonprofit should follow to the
greatest extent possible the known
intentions of a donor regarding the
use of donated funds and grants. A
nonprofit should report systematically
and regularly on the use of funds to
donors and grantors. Upon comple-
tion of a project or a time for which a
grant or donation was made, the
nonprofit should send a final report
detailing program and financial results
to the donor or grantor.

B. Donor Relationships and Privacy

1. A nonprofit should respect the pri-
vacy of donors and safeguard the
confidentiality of information that a
donor reasonably would expect to
be private.

2. A nonprofit should provide indi-
vidual donors with an opportunity to
remain anonymous and to prevent
their name, gift amount, or other
information from being publicly
released.

3. A nonprofit should receive permis-
sion from individual donors before
their names, addresses, and tele-
phone numbers are included in any
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donor only mailing lists that are sold,
rented, or exchanged (MN Law).

4. A nonprofit should honor donors’
and prospective donors’ requests to
curtail mailings or telephone solicita-
tions from in-house lists.

5. Solicitations should be free from
coercion, undue influence, or exces-
sive pressure. Solicitations should be
respectful of the needs and interest
of the donor or potential donor.

6. To maintain the public’s trust, a
nonprofit should seek only the funds
it needs to reasonably work toward
achieving its mission over the fore-
seeable future. A nonprofit should
remain cognizant of the fact that
other nonprofits also need donations
and grants from the charitable com-
munity.

C. Acceptance of Gifts

1. A nonprofit should have policies in
place that govern the receipt and
treatment of charitable gifts and
grants. These policies should include
procedures to determine any limits
on individuals or entities from which
the organization will accept a gift,
the purposes for which donations
will be accepted, and the type of
property that will be accepted. The
policies should also articulate
whether to accept an unusual or
unanticipated gift in light of the
organization’s mission and organiza-
tional capacity.

2. All statements a nonprofit makes
in its fundraising appeals and grant
applications about the use of a con-
tribution or grant should be honored
or renegotiated.

D. Employment of Fundraising
Personnel

1.Fundraising personnel, including
both employees and independent
consultants, should not be compen-
sated based on a percentage of the
amount raised or other commission
formula.

2. A nonprofit should only use the
services of professional fundraisers
who are registered with the Office of
the Minnesota Attorney General,
Charities Division (MN Law).

3. A nonprofit should exercise con-
trol over any staff, volunteers, consul-
tants, contractors, other organiza-
tions, or businesses that are known
to be soliciting contributions on
behalf of the organization (MN Law).

PUBLIC ACCOUNTABILITY AND
COMMUNICATIONS

Volunteers, board members, employ-
ees and donors voluntarily become
involved with a private nonprofit cor-
poration because of its public benefit
mission. Therefore, a nonprofit is
transparent and makes information
about its mission, program activities,
and finances available to its con-
stituencies. A nonprofit is accessible
and responsive to public inquiry and
reaches out to interested parties.

A. Public Access

1. A nonprofit should provide mem-
bers of the public who express an
interest in the affairs of the organiza-
tion with a meaningful opportunity
to communicate with an appropriate
representative of the organization.

2. A nonprofit should ensure that it
discloses its IRS form 990 and audit
or other financial statements to
members of the public (Federal
Law).

B. Communication of Information

1. A nonprofit should prepare and
make available annually to the public
information about the organization’s
mission, service activities, and basic
financial data.The report also should
identify the names of the organiza-
tion’s board of directors and man-
agement staff.

2. A nonprofit should ensure that

donors, funders, clients, volunteers,
and the general public have access
to appropriate financial records and
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records of organizational activity and
effectiveness measures in fulfillment
of the public trust.

3. A nonprofit should ensure that
personal information on individual
clients, employees, and others is con-
fidential unless permission to release
information has been obtained.

PUBLIC POLICY AND ADVOCACY

A nonprofit is an essential element of
democracy, serving as a vehicle
through which individuals organize
and speak together to achieve a
common mission. A nonprofit ampli-
fies the voice of its constituents
through public education and public
policy advocacy, as well as by
encouraging civic participation.

A. Public Policy Advocacy

1. A nonprofit should have a written
policy on advocacy, defining how
decisions are made, what resources
will be devoted to policy work, and
the process by which the organiza-
tion determines positions on specific
issues.

2. A nonprofit should ensure that
information provided to policy mak-
ers and the media or distributed to
the public is accurate and provides
sufficient context.

3. A nonprofit engaged in promot-
ing public participation in communi-
ty affairs should ensure that the
activities of the organization are non-
partisan.

4. A nonprofit engaged in lobbying
which is subject to the state and fed-
eral reporting requirements should
file accurate and timely reports on
the activities of its board and staff.

B. Promoting Public Participation

1. A nonprofit should encourage vot-
ing and citizen participation in local,

state, and federal policy making and

elections.

INFORMATION AND TECHNOLOGY

A nonprofit manages information
with regard for confidentiality, safety,
accuracy, integrity, reliability, and
cost-effectiveness. A nonprofit incor-
porates standard and emerging tech-
nology into its work when appropri-
ate to improve its efficiency, efficacy,
and accuracy in the achievement of
its mission.

A. Information Systems

1. A nonprofit should have informa-
tion systems in place that provide
timely, accurate, and relevant infor-
mation. A nonprofit’s information
system should include data storage
and retrieval as well as data entry.

2. A nonprofit should have policies
that prescribe how all organizational
information is gathered and stored,
how accuracy is maintained, how
and what information is backed up,
and to whom information is made
available.

3. A nonprofit should annually
review its procedures to ensure that
its operations are effective and effi-
cient.

4. A nonprofit should designate
responsibility for maintaining the
organization’s information systems to
at least one staff person, volunteer,
or board member.

5. A nonprofit should maintain and
implement a catastrophic recovery
plan to deal with unforeseen events.
The plan should include accurate
equipment lists for insurance purpos-
es and off-site, back-up copies of key
data and information.

B. Technology

1. When feasible, a nonprofit should
invest in telecommunications equip-
ment (such as telephones, voice
mail, and fax machines) as well as
computer hardware and software
that enhance its ability to achieve its
mission.

2. A nonprofit that chooses to invest
in technology equipment should
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allocate sufficient resources to train
its board, employees, and volunteers
in its use. The nonprofit should
establish goals for the information
system’s growth and future purchas-
ing. The goals should be flexible
enough to guide the nonprofit
through a changing environment.

3. A nonprofit should monitor ongo-
ing technological developments that
have the potential to impact its infor-
mation systems or mission.

PARTNERSHIP AND ALLIANCES

A nonprofit forms alliances with
other nonprofit, for-profit, or govern-
mental organizations if and when
appropriate to improve the organiza-
tion’s capability to advance its mis-
sion and serve its stakeholders. A
nonprofit identifies partners to create
new opportunities to achieve mis-
sion-driven results.

A. Objectives

1. A nonprofit should engage in col-
laborative efforts if and when such

actions enhance its programmatic
objectives and prevent, reduce, or
eliminate duplication of services.

2. A nonprofit should collaborate
with agencies and other community
organizations to ensure fairness and
equity and to ensure effectiveness in
the use of charitable resources.

3. A nonprofit should provide leader-
ship and collaborate with others to
further the interests of its clientele
and advancement of its mission.

B. Structure

1. When effectiveness and ease of
management can be improved
through partnership or alliance, a
nonprofit should structure and for-
malize these relationships strategically.

2. To the extent possible, when
appropriate, a nonprofit should fos-
ter and encourage cooperation at
the local, regional, and national lev-
els in community and or constituen-
cy benefit efforts.

From the Minnesota Council of Nonprofits: http://www.mncn.org/pnp_doc.htm
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