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What Are Nonprofit Board Responsibilities?

The National Center for Nonprofit Boards in Washington, DC cites the following in their publication “Ten Basic Responsibilities of Nonprofit Boards”:

· Determine the organization’s mission and purposes.

· Select the executive staff through an appropriate process.

· Provide ongoing support and guidance for the executive; review his/her performance.

· Ensure effective organizational planning.

· Manage resources effectively (the ultimate responsibility is on the board). 

· Determine and monitor the organization’s programs and services.

· Enhance the organization’s image.

· Serve as a court of appeal.

· Assess its own performance.

The board of directors of a nonprofit organization is entrusted with the legal responsibility of setting directions within parameters of the bylaws, and for overseeing all of an organization’s activities.

A board’s role will vary from organization as factors such as staffing, program development and funding all impact the specific tasks it must undertake.  In the majority of cases, a board sets policy, establishes committees, reviews and approves the annual budget, recruits and hires the executive director or senior staff members, conducts long-range planning, raises funds and evaluates organizational operations and programs.  In the event that there is not a paid staff, the board would step in to coordinate and conduct program activities.

  An effective board is developed around an organizational mission.  In developing a board around a mission, the following should be considered: The mission is known and slated.

· The mission may change.

· Changes in the mission (organizational objective) may require changes in the board to remain effective. 

What Should the Mission Statement Say?

A Mission Statement should be a one-sentence, clear, concise statement that says who the organization is, what it does, and for whom and where.  An example would be:

“The Art Center provides a forum for the public display and discussion of contemporary works of visual artists, creating opportunity for the citizens of Bernalillo to explore creativity within society through the visual arts.”

     In their publication “Profiles of Excellence”, the Independent sector, a service organization for the nonprofit industry, lists an agreed-upon Mission Statement first among the four primary characteristics include:

· A clear, agreed-upon Mission Statement

· A strong, complement executive directors

· A dynamic board of directors

· An organization-wide commitment to fundraising 

    According to the Independent Sector, the primary importance of the Mission Statement means that failure to clearly state and communicate an organization’s Mission can have harmful consequences such as:

· Organization members can waste time “barking up the wrong tree.”

· The Organization may not think broadly enough about different possibilities if its Mission Statement is unclear or overly narrow.

· The organization may not realize when it is time to end operations.

     Author Lewis carol summarized the importance of a Mission Statement quite clearly through the character of the Cheshire Cat in Alice in Wonderland,

       “If you don’t know where you’re going, it doesn’t really matter which way you go.”

What Should Be in A Mission Statement?

The following elements are critical in defining the “who” of your organization:

The Purpose Statement

· Serves the clearly state what your organization seeks to accomplish or why the organization exists.  Purpose statements generally include an infinitive that indicates a change in status, such as to increase, to decrease, to prevent, etc.: and identification of the program or condition to be change or be impacted?

The Business Statement 

· Outlines the business activities of the organization. Therefore, the Mission must include a statement that will answer, “What activity will accomplish the organization’s purpose?”  Business statements often include the verb “to provide” or link a purpose statement with words “by” or “through”.  For example:  “To increase public arts programming through educational outreach in local schools.”

Values 
· Are beliefs that an organization’s members hold common and put into practice.  The values help to guide the organization in performing its work, and pose the question:  “What are the basic beliefs that the members of the organization share?”  By developing a written statement of values, board members have an opportunity to articulate these values, and to evaluate how well their own personal values and motivations those of the organization.

There is no one formula for wording an organization’s Mission.  It can be drafted by an individual or created through a team of individuals.  The most important factor is there needs to be consensus, with the end results a mix of passion, humanity and the bigger picture

What Are the Board’s Legal Responsibilities?

As board members of a nonprofit organization, it is important to ensure that your organization is in compliance with federal and state law.  In New Mexico, nonprofit organizations should be aware of the following:

· Charitable organizations that exist, operate to solicit contributions in New Mexico are required to register and to file annual financial reports with the Attorney General, unless exempt pursuant to Charitable Solicitations Act.

· Charitable organizations are organizations that are recognized under section 501 (c) (3) of the Internal Revenue Code or groups that hold themselves out to the public as operating for a “charitable purpose”.

· Only two types of organizations are exempt from the Charitable Solicitations Act:  Religious organizations, which the Act defines as “a church, organization or group organized, for the purpose of divine worship or religious teaching or other specific religious activity or any other organization that is formed in association with or to primarily encourage, support or promote the work, worship, fellowship or teaching of the church organization group;” Educational institutions and their auxiliary groups which the Act define as “an entity organized and operated primarily as a school, college or other instructional institution with defined curriculum, student body and faculty, conducting classes on a regular basis.”  The Act further defines “auxiliary entity” to include “parent-teacher organizations, booster and support clubs that support, encourage or promote a school, college or other instructional institution and defined curriculum, student body, faculty, facilities or activities.” 

· Organizations must register with the Registrar of Charitable Organizations of the Attorney General’s Office before soliciting funds in New Mexico.  They are required to submit:

1. A completed registration form

2. A complete copy of the IRS Form 1023 or IRS Form 1024 Application for Exempt Status (as applicable under the Internal Revenue Code)  A copy of the organization’s Articles of Incorporation is not required to furnish a copy of its IRS Form 1023 or Form 1024 Application for Exempt Status.

3. A complete and accurate copy of the organization’s IRS Form 990, Schedule A and all attachments (if applicable) or a complete and accurate copy of the Attorney General’s Annual Report Form (if applicable).  Copies of the schedule of contributors attached to the IRS Form 990-EZ are not required to be filed. Organizations that are registering before completing their first year of operation are not required to file the IRS Form 990, IRS Form 990-PF or the Attorney General’s Annual Report.

4. Organizations that file the IRS Form 990 and have more than $500,00 in “total revenue” are also required to file a copy of the organization’s audit performed by an independent certified public accountant.

· Organizations are subject to a $100 penalty for failure to register and/or failure to file annual reports on timely request an extension of time to file annual reports.

· In an action brought pursuant to the Charitable Solicitation Act, if the court finds that a person has violated a provision of that Act or rules promulgated pursuant to that Act, the Attorney General may recover, on behalf of the state, a maximum civil penalty of $5,000 per violation.

· The annual financial reporting requires the submission of the following documents:

1.
A complete registration renewal form.

2.
A complete and accurate copy of the organization’s IRS Form 990, Schedule A and all attachments (if applicable), or a complete and accurate copy of the organization’s IRS Form 990-PF (if applicable).  Copies of the schedule of contributors attached to the IRS Form 990 or IRS Form 990-EZ are not required to be filed.

3.  Organizations that file the IRS Form 990 and have more than $500,000 in “total revenue” are required to also file a copy of the organization’s audit performed by an independent certified public accountant

· Other registration requirements that may affect nonprofit organizations:

1.
NM Taxation and Revenue Department – requires any organization engaged in business in the state of New Mexico to register with the department.  Depending on the nature of the nonprofit organization and its activities, this registration requirement may not apply.  An exempt entity that has no tax liabilities is not required to register, but may do so to obtain Nontaxable Transaction Certificates (NTTCs).

2. NM Public Regulation Commission – requires certain nonprofit organizations that wish to incorporate in the state of New Mexico to register with the Public Regulation Commission (PRC).  The PRC also requires bi-annual reports.

3. Internal Revenue Service – Once status has been filed and approved, a nonprofit organization may have federal income tax liabilities and reporting requirements to the IRS.

· For tax reporting purposes, an incorporated nonprofit organization will fall either the “educational” category including religious, charitable, scientific, or other organizations that foster national amateur sports competitions or prevent cruelty to children or animals; or the “social” category including social, recreational, booster clubs, civic and business leagues, social welfare, labor, professional and similar organizations on the decision line for tax reporting purposes (see chart below).  Applicable taxes for nonprofit organizations may include the following:

1. Federal and State Income Tax if a group is conducting raffles or bingo.  Gross from these sources is considered by the IRS to be unrelated business income and is subject to Federal Income Tax and New Mexico Income Tax , and, if the gross income exceeds 33% of the organization’s total gross receipts, the organization could be denied its tax-exempt status. 
2. Any group with employees has to register and report Federal and State withholding, Federal and State unemployment (FUTA/SUTA), and the New Mexico Worker’s Compensation Assessment Fee.
ATTORNEY GENERAL’S OFFICE CONTACT INFORMATION:

For information relating to charitable organizations, contact:

Daniel Moore, Registrar of Charitable Organizations

505-827-6060 or 1-800-678-1508 · Fax:  505-827-6685 or email: dmoore@ago.state.nm.us
Registration/Tax Obligation Chart

	Requirement
	501(C)3

Educational Organization
	501(C)3

Social Organization


INTERNAL REVENUE SERVICE

	Federal income tax or

Related income
	None
	None

	Federal income tax on all

Other income
	Income tax on unrelated income (i.e., bingo receipts are unrelated)
	Income tax on unrelated income

(i.e., bingo receipts are unrelated

	Reporting requirement
	990 required if receipts > $25,000
	990 required if receipts > $25,000

	Reporting requirement
	Disclosure of tax status required on solicitations
	Disclosure of tax status required on solicitations


PUBLIC REGULATION COMMISION

	Registration requirement
	Yes, with incorporation
	Yes, with incorporation

	Reporting requirement
	Bi-annual report requirement
	Bi-annual report requirement


NM ATTORNEY GENERAL’S OFFCE

	Registration requirement
	Yes, unless exempt as “religious organization” or “educational institution”
	Yes, unless exempt as “religious organization” or “educational institution”

	Reporting requirement and Audit requirement
	Annual financial report – Yes if gross annual revenue > $500,000
	Annual financial report – Yes if gross annual revenue > $500,000


Definitions for use with Taxation and Revenue Department reporting chart:

Gross Receipts Tax (GRT) is a privilege tax levied on persons engaged in business in New Mexico.

CRS is an abbreviation for Combined Reporting System.  This is a tax reporting system that consists of state and local gross receipts taxes, withholding tax and compensating tax.

Exemptions are those receipts that are not taxable and do not have to be reported.  If all receipts of an organization are exempt, the organization is not required to register with the department unless it is required to register for another tax program.

Deductions are receipts that are not subject to tax but must be reported to the department.  Any organization with deductible receipts is required to register with the department and maintain proof of any deductions taken.

NEW MEXICO STATE

REGISTRATION/TAX OBLIGATION CHART

	
	501(C)3

Organizations
	501(C)3

Organizations




TAXATION AND REVENUE DEPARTMENT

	Registration requirement
	CRS registration required to report withholding and compensating tax and gross receipts tax on receipts from unrelated trade pr business
	CRS registration

	Receipts from donations
	No Gross Receipts Tax (GRT) due on donation
	No GRT due on donations provided the 501 (c) (3) performs no service and does not sell or lease property for the donation

	Receipts from dues and registration fees
	No GRT on dues and registration fees
	No GRT on dues and registration fee paid to nonprofit social, fraternal, political, trade, labor or professional organizations and business leagues

	Receipts from fundraisers
	No GRT fundraisers
	Can deduct receipts from 2 fundraisers annually

	All other receipts 
	No GRT on all the other receipts EXCEPT receipts derived from unrelated trade or business
	GRT due on ALL OTHER receipts

	Purchase of tangibles for direct use in activity
	No pass through GRT if Type 9 NTTC is provided to the seller
	Vendor may pass through GRT – no NTTC available

	Purchase of tangibles for resale
	 No pass through GRT if Type 9 NTTC is provided by seller
	No pass through GRT if Type 2 NTTC is provided by seller

	Purchase of services for use in activity
	Vendor may pass through GRT – no NTTC available
	Vendor may pass through GRT – no NTTC available 

	Reporting requirement – GRT
	CRS – 1 required to report GRT on receipts from unrelated trade or business
	CRS – 1 required

	Reporting requirement income & franchise tax
	CIT – 1 required ONLY for unrelated income
	CIT – 1 required ONLY for unrelated income


When an organization is in compliance, it lessens the risk of being assessed for late taxes, interest and penalties if selected for an audit.  Lack of compliance with some of the Federal reporting requirements can subject not only the organization, but the board members personally to substantial daily penalties that could result in the loss of federally granted income tax exempt status.

For further information and assistance contact the New Mexico Taxation and Revenue Department in Santa Fe at 505-827-0951 or at one of the following locations:


Alamogordo (ties to Las Cruces Office) 437-4850


Albuquerque   841-6200

Carlsbad (ties to Roswell offices) 885-5616


Clovis 763-5515


Farmington 325-5049


Hobbs (ties to Roswell office) 393-0163

Las Cruces 524-6225


Roswell 624-6065


Silver City (ties to Las Cruces Office) 388-1101

Other Legal Considerations:

· Make Forms 990 and 1023 or 1024 available to the public.  These are public records.

· Report any lobbying activities on Form 990, and register as a lobbyist if required by the Secretary of State’s Office under the Lobbyist Regulation Act.

· Give receipts to donors for contributions above $250.

· If the organization sends bulk mail, pay regular bulk mail rate or obtain a nonprofit bulk mail permit.

· Comply with the terms of donations; promises made to donors are legally binding.  Funds designated for specific projects or programs need to be kept separate.

· Comply with New Mexico State law regarding conflicts of interest.

· Obtain all applicable permits, such as city permits in the city in which the organization actively solicits funds.

· Record all minutes of Board and annual meetings.

· Then considering legal protection for board and the organization, the following should be taken into account:

· Board members cannot abdicate their responsibility to be in charge and to direct.

· Board members must ensure that the organization is operating within a legal framework.

· Board members have a legal responsibility for the protection of all assets.

· Board members must validate all major contracts by giving and recording formal approval.

· Board members must attend a majority of meetings, not just occasionally.  Absence from a board meeting does not release the board members from responsibility for decisions made.  In fact, a pattern of absence may actually increase an individual’s liability because he/she cannot demonstrate a serious dedication to the obligations of the position.

· There is no absolute protection against someone bringing a suit against an organization.

· The assumption in the law is not necessarily that the board made the correct decision, but rather, that it made the decision correctly.  Thoughtful discussion before taking action should be illustrated through the board’s meeting minutes.  The board is at greater risk for taking no action than for taking the wrong action for the right reasons.

If something does not sound right, listen to those instincts.

Action that may protect a board from liability:

· Attendance at meetings.

· Reading minutes carefully to ensure accuracy.

· Recording objections and ensuring a debate on controversial or difficult issues.  It is the duty of the board to review plans and polices and how they are implemented.

· Recording objections and ensuring a debate on controversial or difficult issues.  It is the duty of the board to review plans and policies and how they are implemented.

· Maintaining up to date and comprehensive personnel polices that have been reviewed by a professional, authorized by the board, and understood by management.

· Ensuring that all employment and income taxes are paid.  Understand fully the distinction per the IRS between an “employee” and an “independent contractor.”

· Scheduling time with an insurance agent who is well versed in board liability matters, and having them explain:  general liability, professional liability, workers compensation, asset protection, and directors’ and officers’ insurance. Make certain that the policy covers employee suits against the organization.

· Reviewing financial statements carefully and clarifying areas of concern to ensure a comprehensive understanding.

Nonprofit Board Regulations:

Contractual Obligations: 
Nonprofit organization through the signature of the board president or one of the other officers can enter into contractual agreements.  In organizations with a staff, the board through its by-laws may provide authorization for the Executive Director’s to enter into contractual agreements.  A board officer’s signature, or the Executive Director’s if authorized, obligates the organization not the individual who signs. 


An example of a contract would be a grant from New Mexico Arts.  Upon signing the grant application and award documents (arts services contract), the board agrees to certain legal obligations.  These obligations can range from non-discrimination, drug-free workplace, and public access, to carrying out the project as specified in the application.  Substantial fines and penalties can result from a breach, including full repayment of the funding received as well as ineligibility to apply for up to three years.


In the event of leadership turnover, and the new leadership does not support for which funds were already awarded, the organization has three choices:

· Carry out the project as stated in the contract;

· Negotiate in writing with the funder about a change in scope of the project and only proceed with the change once written permission has been granted;

Return the funding award and risk never being funded again.

It is a board’s responsibility to act ethically and with the full knowledge of all contractual agreements.

The Board and Donor Reporting Obligations:

For cash contributions of over $250 to a 501 (c) (3) organization, regardless of size, and in-kind contributions over $75, the IRS requires a dated acknowledgement in writing on the organization’s letterhead containing the following information:

· The organization’s employer identification number (EIN).

· The donor’s name address.

· The amount received.

· Whether the donor received anything in return.

The amount that is tax-deductible.

In-kind is defined as any donated object or service for which the organization would otherwise have to pay a market value.  Volunteers may not receive a tax donation for the value of their time, however, incorporated businesses and professional, i.e., lawyers, accountants, or self-employed individuals such as electricians are eligible to receive a tax-deduction for contributing their services if they receive the written acknowledgement from the organization for which services were provided.  The only exception to this rule, according to IRS, is if the token gift has a value less or equal to $6.47, then the entire amount is deductible.

If a donor receives a $3 coffee mug for a $25 donation, then $25 is donation, then deductible.

If a donor receives season concert tickets with a market value of $75 for a $250 donation, then only $175 may be shown as deductible.

 
A common mistake made by many organizations is that donated artwork purchased at an auction is fully deductible:  It is not. The purchaser receives the art and its market value as the auction price paid. Therefore, $0 is deductible. Another mistake made is when a museum or other organization adds a fee on top of the auction price and informs the purchaser that the added fee is tax-deductible.  This too is incorrect.  According to the IRS, a premium charged on a sale would be considered the same as an admission fee, ticket or charge for service; it is part of the purchase price, involuntary and thus not tax-deductible.

Organizations need to fully understand these rules in order to protect their donors.  The last thing an organization would want is to be informed during an audit that the IRS disallows the donor’s tax deduction of the “contribution”.  The result of such a finding will include adjusted taxes, as well as penalties and interest, not to mention potential loss of that donor.

A Nonprofit and Making a Profit:

Nonprofit organizations often operate under the assumption that the organization is not permitted to make a profit.  Aside from being untrue, not making money can serve to create a situation of a hand-to-mouth existence or eventually put the organization out of business.  According to recent “Non-Profit Times” listing, the largest American nonprofit exempt organization is the Boy Scouts of America with assets exceeding $1.2 Billion.

When an organization incorporates in the state and applies for federal tax-exempt status, the organization declares its intention to provide a public service in exchange for not paying some corporate tax.  Nonprofit tax exempt status, does not preclude the accumulation of assets by that organization may be carried into future years as long as:

· There are no stockholders;

· Board members do not divide the profits among themselves;

· No private individual or for-profit entity receives assets; and

All expenditures, including those from interest, are for the stated exempt purpose.

Loans and Transfers:

The IRS prohibits 502 (c)(3) organizations from transferring assets to individuals or non-exempt entities.  However, board members and staff may loan the organization money as long as there is a written agreement and interest rates on the loan are equal to or less than the prevailing market rate. If loans to the organization do occur, it is wise to consult a CPA before entering into such an arrangement.  All loans must be reported on the organization’s annual Form 990 tax return.

A word of caution: if a CPA is current board member, that individual cannot provide his/her services such as a financial audit for a fee, and a lawyer cannot provide a legal opinion to the board on which that individual serves.  This does not, prevent these individuals from giving expert advice.  Legal and accounting services must be hired from outside of the organization, or provided as in-kind services from individuals outside of the organization.

Political Action and Lobbying:

The Internal Revenue Service requires 501 (c)(3) tax-exempt organizations and their boards to be nonpartisan and apolitical.  This requirement means that a tax-exempt organization cannot endorse candidates for public office or endorse one political party over another.  The IRS regularly monitors political activity, and have in the past, revoked a nonprofit organization’s tax-exempt status due to alignment with candidates of only one party.

The board of an organization can defend the organization before a legislative body and can also take a position on an issue and communicate that to a legislator.  An example would be encouraging a legislator to support increase funding for New Mexico Arts.  It is appropriate for a board of a nonprofit organization to take a position and its potential outcome, if it were to become law, to its local elected representative.  In the event that the board decided to send a letter to every member of the legislature to influence decisions on a bill, hire a lobbyist, or do work on a bill, then it would need to review the Lobbyist Regulation Act to determine if it would need to register as a lobbyist with the New Mexico Secretary of State, and would also need to report its activities on IRS Form 990.

Other potential areas of concern include an organization’s mailing list and access to that list.  In 1999, a major nonprofit organization ran into trouble with the IRS by making its donor list available to only one political party.  Two things to keep in mind:  

· Organizations must request permission to share members and donors names with other organizations regardless of whether lists are sold or are given free of charge.  If it is the policy of the organization to share its mailing list, members and donors should be notified and be provided an option of having their name and address kept confidential.

If the board decides to share their mailing list with any political organization, and permission from those on the list, then it must make the list, then it must the list available to all political parties.

Providing facilities and hosting events for candidates is another potential area of concern.  Nonprofit organizations are permitted to provide public office candidates with meeting space or to host events on their behalf only if the same consideration is extended to all candidates for that office, with written documentation of the offer and all responses.

Paid Staff & Independent Contractors:

It is important for boards to understand the difference between paid staff within their organization and work performed by independent contractors.  Paid staff are those individuals hired by the organization to fulfill a specific job on a full-time or part-time basis within the confines of the organization.  If an organization provides an office to work in, equipment to use, requires regular work hours, and tells the individual what work must be done when, then an employer-employee relationship exists.  Payroll taxes must be collected and paid.  Once an employee of the organization, as the job description remains the same, the individual cannot be transferred to independent contractor status.

An independent contractor is someone who has an independent business identity, provides separate workplaces, uses their own equipment, decides when and where to work, sets the amount to be paid, and exercises complete judgment over what work is to be done.  The IRS has as many as twenty individual tests it uses to determine employment status.

Some organizations believe that hiring independent contractors is easier and more cost effective than employing full-time staff.  However, the penalties for inadvertently or purposefully misusing independent contractor status are not worth the few dollars saved.

A Word About Payroll Taxes Other Documentation:  

Employers are responsible for obtaining a signed W-4 form for tax withholding and a signed documented 1-9 form for proof of citizenship from each employee before or on the day the employee begins work.  Employers are also responsible for collecting and paying payroll taxes as well as the required employer match for FICA and Medicare, plus all employer required taxes for unemployment insurance, workers compensation and other required state or federal taxes.  In the event that these taxes are not paid it is considered a willful violation of law, and the IRS and state will prosecute the organization.

What Are Job Descriptions For Nonprofit Board Members?

In order to avoid misunderstandings early on, it is helpful to create board member job descriptions similar to those developed for paid or volunteer staff positions.  A job description should state the member’s duties as well as the exceptions of the board.  For example:

· Board member qualities: expertise, team player, ethical conduct, belief in the organization, time to serve, etc.

· Board member duties: raise funds, attend meetings, set policy, support the organization’s mission and goals, etc.

The following job descriptions have been adapted from materials from the National Center for Nonprofit Boards.

Board Chair Job Description:

· Is a member of the Board.

· Serves as Chief Volunteer of the organization.

· Is a partner with the Executive Director in achieving the organization’s mission.

· Provides leadership to the Board, which sets policy and to whom the Executive Director is accountable.

· Chairs meetings of the Board after developing an agenda with the Executive Director.

· Encourages the Board’s role in strategic planning.

· Appoints the chairpersons of committees in consultation with the Board.

· Serves as an ex officio member of committees and attends their meetings when invited.

· Discusses issues confronting the organization with the Executive Director.

· Helps to guide and mediate Board actions with respect to organizational priorities and governance concerns.

· Reviews with the Executive Director any issues of concern of the Board.

· Monitors financial planning and financial reports.

· Plays leading role in fundraising activities

· Formally evaluates the performance of the Executive Director and informally evaluates the effectiveness of the Board members

· Evaluates annually the performance of the organization in achieve its Mission.

Performs other responsibilities assigned by the Board.

Vice Chair Job Description:

· This is typically the successor to the Chair position.

· Is a member of the Board.

· Performs Chair responsibilities when the Chair cannot be available

· Reports to the Board Chair.

· Works closely with the Chair and other staff.

· Participates closely with the Chair to develop and implement officer transition plans.

Performs other responsibilities as assigned by the Board.

Committee Chair Job Description:

· Is a member of the Board.
· Sets the tone for the committee work.
· Ensures that members have the information needed to do their jobs.
· Oversees the logistics of the committee’s operations.
· Reports to the Board’s Chair.
· Works closely with the Executive Director and other staff as agreed to by the Executive Director.
· Assigns work to the committee members, sets agenda and runs the meetings, and ensures distribution of meeting of meeting minutes.
Initiates and leads the committee’s annual evaluations.

Board Member Job Description:

· Regularly attends board meetings and important related meetings.

· Makes serious commitment to participate actively in committee work.

· Volunteers for and willing accepts assignments and completes them thoroughly and on

time.

· Stays informed about committee matters, prepares well for meetings, and reviews and

comments on minutes and reports.

· Gets to know other committee members and builds a collegial working relationship that contributes to consensus.

· Is an active participant in the committee’s annual evaluation and planning efforts.

Participates in fund raising for the organization.

Board Secretary Job Description: 

· Is a member of the Board.

· Maintains all records of the Board and ensures effective management of organization’s 

records.

· Manages minutes of Board meetings.

· Ensures minutes are distributed to members shortly after each meeting.

· Is sufficiently familiar with legal documents (articles of incorporation, by-laws, IRS

letters, etc.) to note applicability during meetings.

Board Treasurer Job Description:

· Is a member of the Board.

· Manages finances of the organization.

· Administers fiscal matters of the Board for Members’ approval.

· Provides annual budget to the Board for Members’ approval.

· Ensures development and Board review of financial policies and procedures.

How Should the Board Be Comprised and Recruited?

Ideally, a board should represent a diverse leadership body.  This would include leaders from all sectors of a community including business, education, the media, government, various professions, civic organizations and the arts.  In selecting members, some leaders should hold pivotal power positions within the community like an elected official or CEO of an organization.  Other members might be drawn from pivotal roles they play within community such as the board president of a major foundation or a political committee chairperson.  Still others may be leaders from service or civic organizations.  If a board is truly representative of the community, developing programs that appeal to the community will be much more likely to occur.

When inviting an inviting an individual to serve on aboard, it is helpful to provide a concise statement of organizational expectations, such as time commitment, responsibilities as a member, and fiduciary responsibilities.  Serving on a board is work.  It is safer to scare away a potential member by offering a realistic preview of responsibilities than to end up with a non-performer.  Questions a prospective board member may ask when being recruited include:

· Why am I being asked to join the board?

· What are the qualifications of other board members?

· How often does the board meet?

· What staff exists?

· What is the organization’s financial condition?  Is anything unusual?

Will I be asked to donate or to raise funds?

Those assigned to recruiting new members should be given a recruitment/orientation package that includes:

· A current fact sheet on what the organization is and does.

· A list of officers, board members, and staff.

· Current financial information on the organization.

· A calendar of events or programming for the current year.

· A current list of jobs within the organization.

· Copies of organizational publications.

· A list of requirements for member ship.

In many organizations, board members are expected to find their own way into the ongoing process of decision making and management. Typically a board member attends two or three meetings, primarily as an observer until h/she is comfortable with the people, the issues, and the process.  Orienting new members to the formal structure and informal culture of the organization will help them become productive members of the team more quickly, and will encourage them to stay longer.

A good orientation begins with careful recruitment.  The recruiting or nominating committees, equipped with a board profile grid (typically a chart that lists board member’s talent with the needs of the organization), seek out individuals with the required or necessary skills and connections to ensure a strong board.  Ideally, meeting with a prospective board member should occur so that responsibilities can be reviewed.

All board members, but especially new members should be given an updated board manual.  The board manual should include the following items:

· Board job descriptions and responsibilities.

· A brief history of the organization and its program.

· Statements of purpose, goals, and objectives.

· Recent financial reports, and a current year budget.

· A list of major funders.

· The organization’s bylaws.

· The names of board members, staff, and committees.

· A description of organization programs.

· Copies of publications, press clippings and other materials that highlight the organization.

Careful recruitment and good orientation are the first crucial steps in retaining solid board members.  The most common reason for members to re sign from an organization is misunderstanding of what is expected of them or the feeling that their services were not truly needed.

The Board as Fund Raisers:

Board members need to have a personal responsibility to attend meetings, serve on committees, support programs, and to represent the organization in the community.  Board members should also be willing to raise money and to participate in advocacy efforts as well as to make a personal financial contribution on an annual basis.

In fact, helping the organization to raise funds resets on the shoulders of the board.

A board may share this responsibility with the Executive Director, but is the board who is ultimately responsible for fund raising and its successful outcome.

     In organizations with no paid staff, the board may choose to fulfill its fund raising responsibilities by dividing the task among several areas, such as ticket sales and memberships, rather than focusing on corporate sponsorship or general operating support.  What is important is that everyone does his/her part.  Peer pressure of reporting fund raising progress can help provide incentive for all members to participate.  If an organization discovers that one of its board members is reluctant to participate on a consistent basis, the board should have a method for replacing that member with someone who is willing to meet the challenge.

In organizations with a paid staff pr at least an Executive Director, the board may be the individuals who solicit the major gifts and large corporate donations for operating support due to their connections within the community.  The Executive Director would assist the board.  It would be unrealistic to place the entire responsibility on the Executive Director, because in most nonprofit organizations, the Executive Director already has major administrative responsibilities and would not have the necessary time to oversee a successful fund raising campaign.

As a board embarks on fund raising, it should develop a plan in writing from which other board members can clearly understand:

· What the primary goal is,

· What each of their specific duties are,

· When and how they are to take place, and

What the follow-up should entail.

Organizations that are situated in the rural areas can still raise money, even though they do not have the commercial resources available in urban areas.  For the all-volunteer rural board the goal remains the same: people to contribute, buy a membership, or purchase a ticket.

A board member must be willing to bring to board service the same level of thought and attention that they would bring to their job.

The ultimate responsibility of a board member is to actively take part in the board’s efforts to set policy and long-range plans for the future.

Successful boards are hardworking, thinking , caring groups of people working for a common cause.  Officers act as representatives of the full board in fulfilling the board’s legal responsibilities.  Officers also give focus to leadership efforts and help to generate accountability.  Officers serve to set standards for commitment to an organization’s goals and demonstrate this through knowledge of its activities, participation in board activities and personal financial support.

The Board as Policy Maker:

Policy is defined by Webster’s as “a definite course or method of action…of given conditions to guide and determine present and future decisions.”  For nonprofit organizations, policies may be defined as  “written statements that are used in guiding individual and group action toward organizational missions, goals and objectives.”

    Polices can typically be divided into five areas:

1. Board Operating Policies – guidelines relating to how the board functions in relation to itself, staff and volunteers.  

2. Management Policies – guidelines concerned with planning and controlling the overall operation of the organization, and that serve to establish responsibility and authority for budgets and fiscal procedures.

3. Program Policies – guidelines that relate to recruitment, selection, placement, training and  development, discipline, compensation, grievances, termination, and fringe benefits of employees.

4. Program Policies – guidelines that deal with a specific program or project of the organization.

5. Professional Polices – guidelines that deal with professional activities of staff members in relation to performance of their organizational duties, confidentially, and ethical standards.

Policies serve a board as boundaries for actions and recorded in both the minutes of the board on behalf of the organization.  Policies must be approves by the board and recorded in both the minutes of the board as well as in a policy manual.  Policies should be broadly stated and almost all-encompassing but with clearly defined parameters.  

· Policies help organizations in a number of ways:

· Policies promote continuity in management in spite of staff/board turnover.

· Policies help to facilitate organizational planning.

· Policies provide assistance in coordinating and integrating organizational activities.

· Policies help the board to achieve consistency, validity, and equity.

A Word Regarding Committees:  

The use of committees by boards is at the core of staff/board relationships.  Through committee work, the blend of volunteer perspective and professional staff skills offer many opportunities for joint decision making.  All nonprofit boards utilize committees in one form or another.  In volunteer organizations, committees serve as the main tool for getting the job done

It is important that members of committees are requested to develop solutions to a problem when in fact they have no authority to do so.  Committees represent a collective opinion, and although they share responsibility they are often not suited for implementing decisions.  Guidelines which may serve to illustrate the value of committees in performing various functions include: 

Function 



Value of Committee
Planning




High

Implementing Decision


Low

Advising




High





Coordinating




High


Decision Making



Medium

Controlling and Evaluating


Medium


Policy Making




High

Research




Low


Advantage of Committees:

1. Increased Quality of Decisions – Quality of decisions generally increases due to the pooling of information.  Different points of view can lead to better decisions because discussions help to generate and stimulate many competing ideas.

2. Consolidation or Solution of Power and Authority – Committees can help to diffuse a to powerful individual or to offset bias.

3. Provisions for continuity – Committees can help to provide continuity in organization despite changes in management.  Through a committee structure, if something should happen to the Executive Director, the board could direct the organization until a new Executive Director is chosen.

Disadvantage of Committees:

Criticism of committees is generally criticism of misuse rather than their use.  Some disadvantages of committees include:

· Waste of time. 

· Dilute responsibilities.

· Make political decisions rather than “quality” decisions.

· Stifle competent people (read staff).

· Perpetuate the status quo.

· Tend to compromise.

When a Board Should Not Use a Committee:

Committees should not be used:

· If one person can do the job.

· To implement decisions.

· For tasks that are beyond its capabilities.

· For trivial matters.

· For situations that require immediate attention.

· To do research.

· Involve more than ten people.

Types of Committees:

There are two basic types of committees, the existence of which should be provided for in the by-laws of the organization.   These are 1) standing committees and 2) ad hoc committees.  Standing committees are those that the organization feels are necessary for its continuing effective operation.  Ad hoc committees are those created to deal with particular problems or opportunities over a specific, limited period of time.  When its purpose has been achieved, an hoc committee ceases to exist.

Standing committees may be divided into two basic categories.  Those which are generic in nature and those which are established to assist in the implementation of what is normally a staff function (e.g., a marketing committee).  All nonprofit organization do not need to have the same committees, but the following are examples of “generic” committees that should be considered as potential standing committees: executive, nominating, finance, fund raising, and planning.

Nominating Committee 

Is perhaps one of the most important committees because it deals with the future life of the organization through its nomination of members and officers.  The nominating committee, should establish a regular schedule of meetings, with the following primary responsibilities:

· To create and recommend for the board approval what the profile of the board should be and review it annually

· To identify how each current member of the board fills at least one aspect of the total profile;

· To nominate individuals for election to the board;

· To nominate individuals for election to officer positions;

· To see that new board members receive appropriate orientation; and

· To review the service of each board member on an annual basis.

Finance Committee 

This committee is responsible for the overall direction and control pf the fiancés of the organization.  Its membership is composed of members of the board as wall as officers of the organization.  The finance committee specifically:

· Prepares a yearly budget;

· Approves the allocation of funds, payment of bills and preparation of financial reports; 

· Reviews monthly or quarterly reports on financial matters;

· Reviews or explain deviations of the budge to the board;

· Reviews and approves budgets of special projects or committees, when appropriate;

· Reviews in annual basis the sources of funding for the organization in conjunction with preparation of the budget;

· Arranges for an annual audit and reports results of the audit to board;

· Recommends to the board the investment or disposition of funds and reports to the board on a regular basis the condition of such investments; and  

Reports to the board other financial matters as deemed appropriate by the board.

No organization should ever begin its fiscal year without a board-approved budget.  The budget.  The budget of an institution is a set of guidelines for the use of the projected dollar resources for the implementation of its purposes or mission.  In cooperation with staff, the finance committee should recommend policies for board approval related to overall fiscal management.

Funding Raising Committee 

The fund raising committee of a board does not have sole responsibility of raising all the contributed income necessary for achieving a balanced budget.  

· Working with staff to create a series of annual goals for each source of contributed income;

· Establishing time lines for the raising of funds;

· Presenting the proposed fund raising budget to the board for approval; and

· Assuming responsibility for assuring the timely raising of funds to meet projected cash flow estimates.

While committee members participate in the actual raising of funds, as do all board members, their primary function is to coordinate the overall fund raising effort.

Planning Committee

The planning committee plays a vital role in the organization because it is generally concerned with the organization’s programs.  Specifically, the planning committee:

· Conceptualizes and develops the organization’s programs;

· Approves the organization’s programs;

· Reviews and approves program budgets;

· Monitors program activities;

· Relates program costs to activities;

· Makes recommendations concerning the expansion or reduction of programs; and

Provides program reports to the board on a quarterly basis.

The planning committee should work with the staff so that the proposed plan for the organization is both realistic and manageable.  Having a solid plan in place is of great value to the organization, potentially serving as a fund raising instrument by showing donors what the organization plans to do and how contributions affect the ability to achieve programmatic and fiscal goals.

The above outlines several of the committees used by most nonprofit boards.  The following chart illustrates potential standing committees and their typical roles.  It is intended to portray various functions often conducted by standing committees (those that exist year round). The list is only meant to suggest the types of committees a board may choose to establish.  However, it is ultimately up to the organization in question to determine what committees should exist and what their responsibilities should be. 

Committee Structures
	Potential Standing Committees
	Their Typical Roles

	Board Development
	Ensure effective board processes, structures and roles, including retreat planning, committee, such as keeping list of potential board members, orientation and training materials 

	Evaluation
	Ensures sound evaluation of products/services/programs including outcomes, goals, data, analysis, etc.

	Executive
	Oversees operations of the board; often action behalf of the board during on-demand activities that occur between board meetings, and which are presented later to the full board for review; comprise of board chair, other officers and/or committee chair, often performs evaluation of the Executive Director.

	Finance
	Oversees development of the budget; ensures accurate tracking/monitoring/accountability for funds; ensures adequate financial controls; often led by the board treasure; reviews major grants and associated terms.

	Fund Raising
	Oversees development and implementation of the Fund Raising Plan; identifies and solicits fund from external resources of support, working with the Executive Director or Development Director.

	Marketing
	Oversees development and Implementation of the Marketing Plan, including identifying potential markers, their needs, how to promote/sell the programs.

	Personnel
	Guides development, review and authorization of personnel policies and procedures; sometimes leads evaluation of the Executive Director, sometimes assists the Executive Director with leadership and management matters.  

	Program Development
	Guides development of service delivery mechanisms; may include evaluation of the services; link between the board and staff on program activities.

	Public Relations
	Represents the organization to the community; enhances the organizational image, including communications with the media.


Some potential ad hoc committees (committees that exist to accomplish a specific goal and then cease to exist)

	Audit
	Plans and supports audit of a major function, i.e. finances, programs or organization

	Campaign
	Plan and coordinates major fund raising event; sometimes a subcommittee of the Fund Raising Committee.

	Ethics
	Develops and applies guidelines for ensuring ethical behavior and resolving ethical conflicts

	Events/Programs
	Plans and coordinates major events, such as fund raising, team building or planning; sometimes a subcommittee of the Fund Raising Committee.


The Board and the Staff:

Too Small For Staff:

For organizations that are to small to employ staff, or insufficient staff to implement board goals, the board may function as volunteer staff.  However, the blending of staff/board responsibilities can have a negative impact on the organization.  Board members serving as volunteer staff often are self-assigned, thus organizational planning and priorities often give way to personal agendas.  To achieve success, if a board must use this model, a clear recognition by all parties of which “hat” is being worn by whom at what time is imperative.  Otherwise, what can happen is a board functions a very large staff with no elected leader.

Boards With Staff: 

Staff and boards have different but overlapping responsibilities.  One cannot succeed without succeed without the other.  The staff provides the board a method for implementing through action.  Regardless of an organization’s size, the daily operations still lie with staff.  Understanding board and staff responsibilities helps clarify the governing role of the board.  In the board manages policy and advises on operations; the executive director manages operations and advises on policy.

Perhaps the most common cause for misunderstandings in an organization is the question of who is responsible for what.  While each organization will make unique use of skills and experience of its individual board members, staff and volunteers, there are some generally accepted models.  A partnership should be cultivated in which distinct, complementary roles are established and maintained.

Responsibilities of Board and Staff

	Board
	Executive Director

	Manages Policy-Determines overall artistic, fiscal management policies. 


	Manages Operations- Oversees day-to-day operations that implement board policy.

	Advises on Operation- Assist as a volunteer staff to help the executive director manage programs administration.


	Advises on Policy- Researches policy decisions and advises board, i.e., drafts budget for board approval.

	Accountable to Members, Public, Law And Organizational Bylaws- Submits annual reports to IRS, state, and local laws and organizational bylaws.


	Accountable to Board-Reports to board progress on objectives, staff and volunteers, finances, results of programs

	Responsible for Ideas- Provides vision, shapes organizational character.
	Responsible for Organizational Behavior- Makes vision tangible, supervises daily activities, represents organization to public.



	Determines Organizational Purpose, Goals, Objectives- Regularly evaluates mission, sets long term goals and annual objectives.


	Implements Board Objectives-Determines strategies and implements planned tasks to fulfill the objectives set by board.

	Makes Long-Term Commitment of Resources for Organization-Maintains financial solvency through fiscal planning, management, and fund raising; plans for facilities and staff.


	Makes Short-Term Commitment of Resources- Operates within the approved budget, generating funds and committing expenses.

	Selects the Executive Director- Hires and evaluates the Director


	Hires and Manages Staff-Coordinates activity of subordinate staff.

	Perpetuates the Organization- Maintains continuity of board, leadership, and organization, or dissolves if mission is fulfilled
	Provides Administrative Support- Maintains board and organizational records; maintains communication between board, committees, and staff.


What Is the Relationship Between Board & Executive Director?

Maintaining the relationship between the board and the executive director is one of the biggest challenges facing nonprofit organizations.  According to John Carver in his 1990 publication, Boards that Make a Difference, “No single relationship in the organization is as important as that between the board and its chief executive officer.  Probably no single relationship is as easily misconstrued or has such dire potential consequences.  That relationship  well conceived, can set the stage for effective governance and management.”

As a general rule, nonprofit boards govern and staff manages.  This infers that a board provides counsel to management and should not get involved in the day-to-day affairs of the organization.  Tension and confusion can result when this rule is put to practical application, because the distinction between management and governance is not absolute.  In order for this rule to work at its best, each party needs to clearly understand its own responsibilities and those that fall outside of its purview.  The way in which both the board and staff conduct their business needs to reflect this understanding.  Clear expectations between the board and the executive director need to be establish and maintained, because a board that becomes too involved in the management can inhibit the organization’s effectiveness.

Nonprofit boards have very specific duties that are distinct from the executive director.  For example, boards have fiduciary responsibilities and are required to act within their authority primarily for the organization’s benefit. Boards do not have the power or authority individually.  A board’s decision-making ability lies in its group structure.



Nonprofit boards generally have the responsibility of selecting and working with the executive director, amending bylaws, approving the budget and long-term plan, and ensuring its own succession.  While nonprofit staff may conceive, develop and implement the organization’s goals, it is the board that influence how this relationship ultimately works, and is the individual who helps to assemble information and shape discussions in guiding the board in its governance role.  The following are three methods that the executive director can take in helping to govern more and manage less:

1. Use a comprehensive strategic plan developed in consultation with the board and provide periodic progress reports.  Regular reports based on the plan help to keep board members apprised of progress toward organizational goals, and also provide the board part of the basis for evaluation of the executive director.

2. Provide the board with relevant materials before board meetings and explain why these materials have been brought to their attention.  Relate specific agenda items to the organization’s greater mission, and what kind of action or discussion is desired on the part of the board.

3. Help to facilitate board committee discussions so that the board stays focused on the larger issues.  Refer to set policies that define the limits of the board’s decision-making authority, and help engage the board in dialogue among themselves that leads to consensus building.

Board Leadership:

As a rule, individuals lead according to what situation they are faced with.  Effective leaders are sensitive to the difficulty of the tasks and the skills of a group and switch from instructing to delegating as the situation requires.  Leaders serve many roles.  Some of these include:

1. The Leader as Problem-Solver – A good leader helps a group solve problems.  Progress can be made on even the most difficult problems if the leader can facilitate a structured, problem solving process, encouraging the board or committee to determine its own best solution.  A typical group problem-solving agenda could include:

· Recognizing that a problem exists.

· Defining the problem.

· Brainstorming alternative solution.

· Selecting a solution.

· Implementing a solution.

· Evaluating a solution.

2. The Leader as Facilitator – The effective leader gets the group to agree upon the process for discussing issues, including how much time to allow, and keeps the group on track.  The leader should summarize key points and review what is decided.  A leader helps the group see the good among all the ideas, tests ideas to see if consensus exists, and recognizes when a decision is required.

The Leader as Coach, Cheerleader and Peacemaker – The effective leader encourages shy or reluctant individuals to be productive group members through direct attention during meetings.  Conflicts must be defused and disputes mediated.  A good leader should keep several key issues in mind:

· Delegate authority.

· Give other people’s ideas a chance,

· Learn to let go.

· Let others make mistakes.

· Trust others.

· Establish and use board controls.

Motivation in Developing an Effective Board:

Good leadership motivates individuals to strive willingly for a purpose.  One task of both the executive director and the board president is to match the needs and values of individuals with those of the organization.  Where the needs of the board members overlap the organization’s needs, the organization objectives can be met and volunteer leadership is rewarded and retained.  Several factors motivate people to volunteer as board members:

· Career Needs: such as employment contacts (that help facilitate career transition s or professional development), transition from school family to career experience, resume, required by employer, business contracts.

· Social Needs: such as friendship, entry into new circles, prestige, and fun.

· Self Image: such as recognition, self-esteem.

· Service: such as to community, to the arts and artists.

Involvement in the Arts: such as practicing as art form, vicarious participation.

Board Evaluation:

The effectiveness of the nonprofit board can be enhanced by regular assessment of its activities and performance.  Through an assessment process, the board members understand their roles, and fulfillment of  board responsibilities is encouraged.  The process does not have to be difficult.  It can be placed on the agenda of a board meeting or occur regularly as part of board discussions.  For example, at the conclusion of a meeting, the board could be asked to rate the meeting based on the following questions:

· Were the issues covered today significant?

· Did the materials received by the board adequately prepare them to participate in discussions?

· Was the meeting worth their time?

· Did the board conduct matters of management or policy?

Feedback from these responses can be used by the board’s chair and executive director to improve the overall value of future board meetings.


Also helpful is the use of an annual board assessment that gives each board member the opportunity to evaluate the board’s overall effectiveness at accomplishing its goals.  Scheduled as part of a regular board meeting, the results of the evaluation (and any follow-up as reflected in the findings) can be shared at the next board meeting.  Using a ranking system reflecting the level of accomplishment for each activity area may be useful, and activities could be grouped into the following categories:

· Knowledge of board financial, legal and public responsibilities.

· Organization’s compliance with legal regulations, licensing and other standards.

· Representation to the public by the board.

· Understanding and communication of the organization’s mission.

· Effectiveness of board practice: Bylaws, committees, procedures.

· Approval of outside counsel (legal, accounting, managerial).

· Relationship with the Executive Director.

· Hiring, evaluating, managing, and compensating the Executive Director.

· Policy development and approval.

· Oversight of organizational financial structure and activity, including income, expenses, borrowing, insurance coverage, audits, bank relations, fund raising, and other financial procedures.

· Board performance: meeting attendance, discussion and participation.

· Board succession and nomination process.

New board member orientation.

· 
The following table can be used as a tool in helping a board to self evaluate.  Each member of the board well as the executive director should complete the form about four weeks before a board retreat.  Members attach suggestions about how the board could get higher 

ratings for any or all of the following 14 considerations.

	
	Considerations
	5

Very

Good
	4

Good
	3

Average
	2

Fair
	1

Poor

	1


	Board has full and common understanding the roles and responsibilities of the board
	
	
	
	
	

	2
	Board members understands the organization’s mission and its products/programs
	
	
	
	
	

	3
	Structural pattern (board, officers, committees, executive and staff) is clear
	
	
	
	
	

	4
	Board has clear goals and actions resulting from relevant and realistic strategic planning 
	
	
	
	
	

	5
	Board attends to policy-related decisions which effectively guide operational activities of staff
	
	
	
	
	

	6
	Board receives regular reports on finances & budgets; program performance; other important matters
	
	
	
	
	

	7
	Board helps set fund raising goals and is actively involved in fund raising efforts
	
	
	
	
	

	8
	Board effectively represents the organization to the community
	
	
	
	
	

	9
	Board meetings facilitate focus and progress on important organizational matters
	
	
	
	
	

	10
	Board regularly evaluates the Executive Director
	
	
	
	
	

	11
	Board regularly evaluates the Executive Director
	
	
	
	
	

	12
	Board has approved comprehensive personnel policies which have been reviewed by a qualified professional
	
	
	
	
	

	13
	Each member of the board feels involved and interested in the board’s work
	
	
	
	
	

	14
	All necessary skills, stakeholders, and diversity are represented on the board
	
	
	
	
	


Please list three points on which you believe the board should focus its attention in the next year.  Be as specific as possible in identifying these points.

1.

2.

3.

Checklist to Evaluate a Nonprofit Board

	Rating
	Indicator
	Met
	Needs Work
	N/A

	E
	1. The roles of the Board and the Executive Director are defined and respected with the Executive Director as the manager of the organization ‘s operations and the Board focused on policy and planning 
	
	
	

	R
	2. The Executive Director is recruited, selected, and employed by the Board.  The Board provides clearly written expectations and qualifications for the position, as well as reasonable compensation.
	
	
	

	R
	3. The Board acts as governing trustees of the organization on behalf of the community at large and contributors while carrying out the organization’s mission and goals.  To fully meet this goal, the Board must actively participate in the planning process as outlined in the planning sections of this checklist.
	
	
	

	R
	4.The Board’s nominating process ensures that the Board remains appropriately diverse with respect to gender, ethnicity, culture, economic status, disabilities, and/or expertise.
	
	
	

	E
	5. The Board members receive regular training and information about their responsibilities.
	
	
	

	E
	6. New Board members are oriented to the organization, including the organization’s mission, bylaws, policies, programs, as well as their roles and responsibilities as Board members.
	
	
	

	A
	7. Board organization is documented with a description of the Board and Board committee responsibilities
	
	
	

	A
	8. Each Board member has a Board Operations Manual.
	
	
	

	E
	9. If the organization has any related party transactions, between Board members and their family, they have disclosed to the Board, the IRS and the auditor.
	
	
	

	E
	10. The organization has at least the minimum number of members on the Board as required by their bylaws or state statute.
	
	
	

	R
	11. If the organization has adopted bylaws, they conform to state statue and have been reviewed by legal counsel.
	
	
	

	R 
	12. The bylaws should include: a) how and when notices of Board meetings are made; b) how members are elected/appointed to the Board; c) what the terms of the officers/members; d) how Board ineffective Board members are removed from the Board; f) a slated number of Board members to make up a  quorum which is required for all policy decisions. 
	
	
	

	R
	13. The Board reviews the bylaws.
	
	
	

	A
	14. The Board has a process for handling urgent matters between meetings.
	
	
	

	E
	15. Board members serve without payment unless the organization  has a policy identifying reimbursable out-of-pocket expenses.
	
	
	

	R
	16. The organization maintains a conflict of interest policy and all Board members and executive staff review and/or sign to acknowledge and comply with the policy.
	
	
	

	R
	17. The Board has an annual calendar of meetings.  The Board also has an attendance policy such that a quorum of the organization’s Board meets at least quarterly.
	
	
	

	A
	18. Meetings have written agendas and materials relating to significant decisions are given to the Board in advance of the meeting.
	
	
	

	A
	19. The Board has a written policy prohibiting employees and members of employees’ immediate families from serving as Board chair or treasurer.
	
	
	

	
	Indicators ratings: E=essential; R=recommended; A = additional to strengthen organizational activities.
	
	
	


This chart was developed by the United Way of Minneapolis.

Some Final Thoughts:

Boards are a pool of talented individuals and a means of access to community resources and constituencies.  For boards to be effective, they must be deliberately developed.

Nonprofit organizations depend on their boards for leadership, planning, policy and financial stability.

Boards can be managed.  The governing process can bring in new leadership and help build a strong team.  Perfection may be out of reach, but effectiveness is attainable as long as someone on the board, generally the president/chair or vice chair is willing to invest the time and energy on how the board functions (processes), not on what the board does (tasks).

Board & Staff Accountability: Who Accounts To Whom

	Accountable to:
	Means of Accountability:
	Frequency:

	Board accountable to the public
	The press, public opinion
	Every time they do anything

	Board accountable to government:

IRS

State Agencies

Funding Agencies


	Tax Form 990

Annual Reports

Reimbursement and Final Project Reports 


	Annually

Annually

Annually or at end of project

	Board accountable to members or constituents
	Annual reports, newsletters, etc.
	Annually, or more often

	Committees accountable to the board
	Committee reports, board representation
	Each board meeting

	Executive Director/CEO accountable to the board
	Staff reports
	Each board meeting or executive committee meeting

	Program and support staff accountable to the Executive Director/CEO
	Reports and direct supervision
	Regularly, more often for support staff

	Volunteers accountable to the appropriate program’s staff
	Reports and direct supervision
	As often as required


Organizational Chart (Paid Staff)-Who Reports to Whom
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Organizational Chart (Volunteer Staff)- Who Reports to Whom
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