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One thing you want to get from 
today’s session?
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Introducing the Traffic light

First things first… what is a 501(c)3? 

IRS Tax Designation - A 501c3 Organization does not pay:
• Sales Tax
• Income Tax
• Property Tax

Donations to organization are tax deductible
501c 3 must pay employment taxes like FICA

Guess how much this tax forgiveness equals per year? 

Board Basics
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To Maintain Your 501c3

You must

• File your tax form 990
– How much are you paying your staff

– How much did you spend on administration vs. programs

– Do you have?
• Conflict of Interest

• Document Retention

• Whistleblowers 

• Work your mission

• Be governed by a group of  independent thinkers

What Does A Board Do?

• Define the organization’s mission and provide 
overall leadership and strategic direction to the 
organization.

• Set policy and ensure that the organization has 
adequate resources to carry out its mission.

What Does A Board Do? cont.

• Provide direct oversight and direction for the 
executive director and is responsible for 
evaluating his/her performance. (A Board should only ever 
supervise one person – the ED)

• Evaluate their own effectiveness, as governing 
bodies, in upholding the public interest(s) served 
by the organization.
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Legal Duties: Standards of Conduct 

There are three broad legal duties that form 
the standards of conduct that all nonprofit 
boards are expected to adhere to:

1. Duty of Care

2. Duty of Loyalty

3. Duty of Obedience 

Duty of Care

• The level of competence that is expected of a 
board member.

• Commonly expressed as the amount of “care 
that an ordinarily prudent person would exercise 
in a like position and under similar 
circumstances”.

• This means that a board member has a duty to 
exercise reasonable care when he or she makes 
a decision as a steward of the organization.

Duty of Loyalty

• A board member’s standard of faithfulness.

• A board member must give undivided allegiance 
when making decisions affecting the 
organization.

• This means that a board member can never use 
information obtained as a member for personal 
gain, but must act in the best interests of the 
organization.
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Duty of Obedience

• A board member’s obligation to be faithful to the 
organization’s mission.

• They are not permitted to act in a way that is 
inconsistent with the central goals of the 
organization.

• A basis for this rule lies in the public’s trust that 
the organization will manage donated funds to 
fulfill the organization’s mission.

When a nonprofit has a mediocre or inattentive 
board…it can significantly diminish the impact 
that a nonprofit has on its beneficiaries and 
ultimately cause it to flounder and even die.

Standford Social Innovation Review, A Better Board will make you Better

Assigned Duties: 
10 Basic Responsibilities 

1. Determine organization’s mission 
& purpose

2. Select the chief executive

3. Provide proper financial oversight

4. Ensure adequate resources

5. Ensure legal and ethical integrity, 
maintain accountability
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Assigned Duties: 
10 Basic Responsibilities

6. Ensure effective organizational planning

7. Recruit and orient new board members 
and assess board performance

8. Enhance the organization’s public 
standing

9. Determine, monitor and strengthen the 
organization’s programs and services

10. Support the chief executive and assess 
his/her performance

Where are you in your life 
cycle? 
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Nonprofit Life Cycles
Stages of Board/Governance

Grass Roots Start Up Growing Mature Stagnation Shutdown
Not yet a real 
concern

Formal 
governance 
structure in 
place.

Small, 
passionate 
and 
homogenous

Members 
tend to be 
volunteers

Board 
expansion –
the first 
“outsiders”

New 
members are 
added who 
are 
professionals 
with expertise

Less focus on 
operations

Board size 
and diversity 
increases

Main function 
is policy and 
oversight

Fundraising 
becomes 
important

Good 
committee 
structure

No or very 
high board 
turnover

Sluggish and 
less involved

Bogged down 
in structure 
that may be 
outdated

Very low 
board 
attendance

No new board 
members

Key board 
members may 
leave

Eventually 
dissolves itself

Nonprofit Life Cycles
Stages of Staff Leadership

Grass Roots Start Up Growing Mature Stagnation Shutdown
Entrepreneurial 
and visionary 
leader

Single minded 
founder 
whose vision 
drives the 
organization

Sole decision 
making – little 
or no 
hierarchy

Beginning 
strategic
division of 
labor

ED still 
primary 
decision 
maker and is 
less accessible 
to staff

Both external 
and internal 
demands

Need for well-
round ED

Sometimes 
“Founders 
Syndrome”

Delegation of 
authority and 
clear 
accountability

Founder likely 
to leave

Change Agent 
needed

Major conflict 
between ED 
and board

ED makes
decisions 
w/out the 
board

ED is 
inaccessible 
and unable to 
meet 
deadlines

Impact of Bylaws and Policies
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How do your policies and bylaws help 
create your culture

• Term limits vs no term limits
• Succession path for your board chair
• Committee structure
• Conflict of interest policy
• Accounting policies
• Code of Ethics

What’s your  board recruitment plan? 
The right people…

In the right place… 
Are utilizing the people around the table? 

At the right time... 
Where are you in your organizations life 
cycle and are you having the appropriate 
conversations? 

Individual Board Member 
Responsibilities 

1. Attend and actively participate in board 
meetings, fundraisers, special events, etc.

2. Come prepared for board meetings

3. Speak up on any legal or ethical concerns
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Individual Board Member 
Responsibilities

4. Serve on board committees

5. Be well informed about the organization’s 
mission, policies, programs and services

6. Address conflicts of interest consistently with 
the organizations policy

7. Be a “Goodwill Ambassadors” for the 
organization

Individual Board Member 
Responsibilities

8. Make a financial 
contribution at least once 
a year

9. Identify and help solicit 
new donors

10. Suggest possible new 
board members

Board Governance done well

Builds trust within its community of service 
and supporters

Enhances reputation and attracts leadership
Positions organization for mission fulfillment
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What questions might you have?

Find Out More 

2800 Springport Road, Jackson, MI 49202

517-796-4750

www.nonprofnetwork.org


