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PREAMBLE  
America’s nonprofit sector serves the public interest and plays an essential role in our society and economy. Hard at 
work strengthening communities across the nation, nonprofits enrich our lives in a variety of ways by creating a 
broad array of benefits to society in fields such as charitable, religious, scientific, economic, health, cultural, civil 
rights, environment, and education.  
 
Public investment and confidence drive the success of nonprofit organizations.  Individuals, corporations, 
foundations, and federal, state, and local governments add value to the services that nonprofits provide by investing 
time, resources, and funds.   
 
The Standards for Excellence Institute aims to raise the level of accountability, transparency, and effectiveness of all 
nonprofit organizations to foster excellence and inspire trust.  The Standards for Excellence code (Standards, or 
code) provides a framework and step-by-step guidelines to achieve a well-managed and responsibly governed 
organization.  
 
The code builds upon the legal foundations of nonprofit management, governance, and operations to embrace 
fundamental values such as honesty, integrity, fairness, respect, trust, compassion, responsibility, and transparency.  
The code consists of six Guiding Principles in 27 topic areas with specific performance benchmarks that 
characterize effective, ethical, and accountable organizations. The Institute helps the nonprofit sector operate in 
accordance with the Standards for Excellence code by providing educational resources, assistance, and a voluntary 
accreditation process.   
 
The Standards for Excellence Institute encourages all nonprofit organizations to adopt the Guiding Principles of the 
Standards for Excellence code. By implementing the performance benchmarks in the code, nonprofit organizations 
will meet the highest ethical standards for effective service in the public interest. 
 
STANDARDS FOR EXCELLENCE - GUIDING PRINCIPLES  
 
I.      MISSION, STRATEGY and EVALUATION 
Guiding Principle: Nonprofits are founded for the public good and operate to accomplish a stated purpose through 
specific program activities. A nonprofit should have a well-defined mission, and its programs should effectively and 
efficiently work toward achieving that mission. Nonprofits have an obligation to ensure program effectiveness and 
to devote the resources of the organization to achieving its stated purpose. 
 
II.     LEADERSHIP: BOARD, STAFF, and VOLUNTEERS 
Guiding Principle: Nonprofits depend upon effective leadership to successfully enact their missions and programs.  
Effective leadership consists of a partnership between the board and management, each of which plays an essential 
role. Understanding and negotiating these shared and complex elements of leadership is essential to the 
organization’s success. A nonprofit's employees and volunteers are fundamental to its ability to achieve its mission. 
 
Board members are in a position of trust to ensure that resources are used to carry out the mission of the 
organization. An organization’s board leadership should consist of volunteers who are committed to the mission and 
who demonstrate an understanding of the community served. An effective nonprofit board should determine the 
mission of the organization, establish management policies and procedures, assure that adequate human and 
financial resources are available, and actively monitor the organization's allocation of resources to effectively and 
efficiently fulfill its mission.   
 
Nonprofits should also have executive leadership which carries out the day-to-day operations of the organization, 
ensures financial and organizational sustainability, and provides adequate information to the board of directors. An 
organization's human resource policies should address both paid employees and volunteers and should be fair, 
establish clear expectations, and provide meaningful and effective performance evaluation. 
 
III.    LEGAL COMPLIANCE and ETHICS 
Guiding Principle: Nonprofits enjoy the public’s trust, and therefore must comply with a diverse array of legal and 
regulatory requirements.  Organizations should conduct periodic reviews to address regulatory and fiduciary 
concerns. One of a leadership’s fundamental responsibilities is to ensure that the organization governs and operates 



    
 

in an ethical and legal manner. Fostering exemplary conduct is one of the most effective means of developing 
internal and external trust as well as preventing misconduct.  Moreover, to honor the trust that the public has given 
them, nonprofits have an obligation to go beyond legal requirements and embrace the highest ethical practices. 
Nonprofit board, staff, and volunteers must act in the best interest of the organization, rather than in furtherance of 
personal interests or the interests of third parties. A nonprofit should have policies in place, and should routinely and 
systematically implement those policies, to prevent actual, potential, or perceived conflicts of interest.  Ethics and 
compliance reinforce each other. 
 
IV.     FINANCE AND OPERATIONS 
Guiding Principle: Nonprofits should have sound financial and operational systems in place and should ensure that 
accurate records are kept. The organization's financial and nonfinancial resources must be used in furtherance of tax-
exempt purposes. Organizations should conduct periodic reviews to address accuracy and transparency of financial 
and operational reporting, and safeguards to protect the integrity of the reporting systems. 
 
V.      RESOURCE DEVELOPMENT 
Guiding Principle: The responsibility for resource development is shared by the board and staff.  Nonprofit 
organizations depend on an array of sources of financial support. An organization's resource development program 
should be maintained on a foundation of truthfulness and responsible stewardship. Its resource development policies 
should be consistent with its mission, compatible with its organizational capacity, and respectful of the interests of 
donors, prospective donors, and others providing resources to the organization. 
 
VI.     PUBLIC AWARENESS, ENGAGEMENT, and ADVOCACY 
Guiding Principle: Nonprofits should represent the interests of the people they serve through public education and 
public policy advocacy, as well as by encouraging board members, staff, volunteers, and stakeholders to participate 
in the public affairs of the community. When appropriate to advance the organization’s mission, nonprofits should 
engage in promoting public participation in community affairs and elections.  As such, they should communicate in 
an effective manner to educate, inform, and engage the public. 
 
 
 
ABOUT THE STANDARDS FOR EXCELLENCE INSTITUTE 
The Standards for Excellence Institute is a national initiative established to promote the highest standards of ethics 
and accountability in nonprofit governance, management and operations, and to facilitate adherence to those 
standards by all nonprofit organizations.  The Institute uses as a vehicle the Standards for Excellence program, a 
system of nonprofit sector industry self-regulation originated by the Maryland Association of Nonprofit 
Organizations and currently replicated by licensed partners in Alabama, Central Virginia, Colorado Springs, 
Delaware, Ohio, Oklahoma, and Pennsylvania.  The program is also being offered to chapters of The Arc nationwide 
through The Arc of the United States, to the American Nurses Association, and to Catholic nonprofit organizations 
nationwide through the National Leadership Roundtable on Church Management. 
 
The centerpiece of the Institute’s program is the Standards for Excellence: An Ethics and Accountability Code for 
the Nonprofit Sector.  The Institute also makes available to member organizations a comprehensive system of 
educational tools to enable individual nonprofit organizations to improve their governance and management 
practices. Standards for Excellence accreditation is available to individual organizations through a rigorous peer 
review process in selected locations and nationwide through the Standards for Excellence Institute. 
 
For more information about joining the Standards for Excellence Institute or to obtain additional copies of the 
booklet or educational resource packets visit our website at www.standardsforexcellenceinstitute.org.  
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Legal Requirements Checklist 
 
As the Standards for Excellence: An Ethics and Accountability Code for the Nonprofit Sector 
states: 
 
Nonprofits must be aware of and comply with all applicable federal, state, and local laws. This 
may include, but is not limited to complying with laws and regulations related to IRS filing 
requirements, governance, human resources, licensing, financial accountability, taxation, 
valuation of in-kind gifts,  unrelated business income, document retention and destruction, 
related entities, data security, accessibility, fundraising, lobbying, and advocacy. 
 
Nonprofits should periodically conduct an internal review of the organization’s compliance with 
known existing legal, regulatory, and financial reporting requirements, and should provide a 
summary of the results to the board of directors. 
 
Nonprofits should have at least one designated representative who is responsible for ensuring 
that the organization is complying with both the letter and the spirit of federal and state laws that 
require disclosure of information to the public. 
 
One of the premises on which the Standards for Excellence rests is the fact that 
organizations should “be aware of and comply with all applicable federal, state, and local 
laws.”  While the Standards for Excellence go above and beyond the minimum 
equirements established by the law, helping nonprofits across the country understand and 
comply with legal and regulatory requirements is one of the Institute’s most important 
responsibilities. 
 
Attached, you will find the Standards for Excellence Institute’s Checklist of Compliance 
with Selected Legal, Regulatory, and Financial Reporting Requirements for Charitable 
Nonprofits.  This checklist has been developed as a tool for charitable nonprofits 
(nonprofits recognized under section 501(c)(3) of the Internal Revenue Code).   
 
The Checklist covers several main areas, including: 
1.  Requirements applicable to tax exemption/tax exempt status 
2.  Requirements for corporate start up in the State of Maryland 
3.  Requirements related to organizations with employees 

a.  Workplace posters and notices; 
b.  Hiring related requirements; 
c.  Ongoing employment related filings; 
d.  Requirements for organizations with independent contractors and  
     consultants; 
e.  Employee benefits; 
f.   Retirement plan documents; 

4.  Requirements applicable to solicitations, fundraising, and related activities; 
5.  Requirements applicable to lobbying activities; and 
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6.  Miscellaneous requirements. 
 
This checklist focuses on Federal compliance requirements.  There are likely multiple 
laws and regulations which your organization should be aware of, and in compliance 
with.  Please contact your local association of nonprofit organizations or appropriate state 
agency to determine what laws and regulations exist pertaining to doing business and 
operating a nonprofit in your state.  The checklist also provides a space for you to list 
requirements specific to services provided and/or constituents served and requirements 
mandated by funders or funding sources. 
 
 
Affordable Care Act 
Beginning January 1, 2014, employees of small businesses, including nonprofit 
organizations, have access to health coverage through a new private insurance market – 
the Health Insurance Marketplace. The Marketplace offers users the ability to find and 
compare private health insurance options in one website. Open enrollment through the 
Marketplace began on October 1, 2013.  
 
Section 1512 of the Affordable Care Act creates a new Fair Labor Standards Act (FLSA) 
section 18B. The new section states that an applicable employer must provide each 
employee at the time of hiring a written notice informing the employee of the existence 
of the Marketplace, a description of the services provided by such, and how the employee 
may request assistance from the Marketplace.1 
 
In the event that the employer’s plan share of the total allowed costs of benefits provided 
under the plan is less than 60 percent of total costs, the employee may be eligible for a 
premium tax credit if the employee purchases a health plan through the Marketplace. 
For additional information, please refer to section 36B of the Internal Revenue Code. 2  
 
 
Employer Shared Responsibil ity Provisions Under the Affordable 
Care Act 
Beginning in 2015, employers, including nonprofit organizations, with at least 50 full-
time employees, or a combination of full-time and part-time employees that add to 50 
full-time employees, will be required to comply with the Employer Shared Responsibility 
provisions under section 4980H of the Internal Revenue Code. The provision defines a 
full-time employee as an individual providing on average at least 30 hours of service 
weekly. Employers that meet the 50 full-time employee threshold are considered 
applicable large employers.  
 
                                                
1 U.S. Department of Labor. “Guidance on the Notice to Employees of Coverage Options under Fair Labor 
Standards Act 18B and Updated Model Election Notice under the Consolidated Omnibus Budget 
Reconciliation Act of 1985”. May 8, 2013. http://www.dol.gov/ebsa/newsroom/tr13-02.html 
2 U.S. Government Printing Office. 113th Congress Public Law 185. “Improving Medicare Post-Acute Care 
Transformation Act of 2014”. September 18, 2014. http://www.gpo.gov/fdsys/pkg/PLAW-
113publ185/html/PLAW-113publ185.htm  
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Seasonal workers are also taken into account in determining an employer’s workforce. 
However, if the number exceeds 50 full-time employees (including equivalents) for 120 
days or fewer during the calendar year, and the employees in excess of 50 who were 
employed during the 120 days threshold were seasonal workers, then the employer is not 
considered an applicable large employer.3 
 
Employers will assess the number of full-time employees in their workforce on a yearly 
basis. For instance, if an employer has at least 50 full-time employees in the calendar 
year 2014, then it will be considered an applicable large employer for the year 2015. The 
Employer Shared Responsibility provision is not effective until January 1, 2015, which 
means that no payments regarding this provision will be assessed for 2014. See Notice 
2013‑45.  
 
There is no requirement for employers to provide health insurance. However, there is a 
penalty for applicable large employers under the Employer Shared Responsibility 
provision of section 4980H of the Internal Revenue Code that will become effective in 
2015. 
 
Sample notice for employers that do not offer a health plan: 
http://www.dol.gov/ebsa/pdf/FLSAwithoutplans.pdf 
 
Sample notice for employers that offer a health plan: 
http://www.dol.gov/ebsa/pdf/FLSAwithplans.pdf 
 
 
Notice for Retirement Benefits for Same Sex Marriages 
Nonprofits may need to amend their qualified retirement plans by year-end to recognize 
same-sex spouses retroactively and – 403(b) plans may need to be amended later. 
 
In 2014, the IRS issued Notices 2014-19 and 2014-37 to provide additional guidance on 
the application of the U.S. Supreme Court's Windsor decision regarding qualified 
retirement plans and 403(b) plans. In U.S. v. Windsor, the Supreme Court essentially 
ruled that, for all Federal purposes, the term "spouse" includes any individuals who were 
lawfully married under any state law or other jurisdiction, including individuals married 
to a person of the same sex. 
 
In Notice 2013-17, its first item of guidance following the Windsor decision, the IRS 
adopted a "place of celebration" rule for Federal tax purposes, which recognizes a 
marriage of same-sex individuals that was validly entered into in a state whose laws at 
the time authorized same-sex marriages, even if the married couple is domiciled in a state 
that does not recognize such marriages. That approach is in contrast to a "place of 

                                                
3 IRS. “Identification of Full-Time Employees”. December 10, 2014. http://www.irs.gov/Affordable-Care-
Act/Employers/Questions-and-Answers-on-Employer-Shared-Responsibility-Provisions-Under-the-
Affordable-Care-Act#Identification 
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domicile" rule that would have recognized same-sex marriages only if a couple resided in 
a state that recognized such marriages. 
 
The most recent notices from the IRS provide additional guidance regarding the 
application of Windsor to qualified retirement plans, including the retroactive application 
of the decision and the plan amendments that may be required to reflect the decision and 
plan operations. 
 
 
Operational Compliance 
The new guidance confirms that qualified retirement plans and 403(b) plans should have 
begun operating in compliance with the Windsor decision as of June 26, 2013, which is 
the date the decision was issued by the U.S. Supreme Court. For this purpose, the 
guidance clarifies that from June 26, 2013, until September 16, 2013, the date Revenue 
Ruling 2013-17 was published, a plan could operate under either the place of celebration 
rule or the place of domicile rule. On and after September 16, 2013, a plan must operate 
under the place of celebration rule. 
 
The new guidance also provides that a plan can be amended and operated to reflect the 
outcome of the Windsor decision as of a date earlier than June 26, 2013. Such an 
amendment and plan operations could apply for all purposes under a plan or for only 
certain designated purposes. For example, a plan could treat same-sex and opposite-sex 
spouses the same solely for purposes of the qualified joint and survivor annuity (QJSA) 
and qualified preretirement survivor annuity (QPSA) requirements that apply to 
participants with annuity starting dates or dates of death on or after a specified date. 
 
Plan Amendments 
Nonprofit organizations that are exempt from Federal income tax under Code section 
501(c)(3) and certain educational organizations can maintain 403(b) plans, which are tax-
favored plans similar to qualified retirement plans, but with several key differences (e.g., 
the amounts contributed under a 403(b) plan generally must be invested in either annuity 
contracts or mutual funds). Although 403(b) plans generally must comply operationally 
with the IRS's interpretation of the Windsor decision as described above, 403(b) plans do 
not have to be amended by the end of this calendar year like qualified retirement plans. 
Rather, the deadline for amending 403(b) plans to reflect the Windsor decision is the end 
of the preapproved plan remedial amendment period, which has not yet been announced 
by the IRS. 
 
Whether a qualified plan needs to be amended to comply with the new rules depends on 
the specific terms of the plan. 
 
If the terms of a plan are consistent with the Windsor decision, then the plan generally 
does not need to be amended. For example, a plan that defines a spouse as "a spouse 
under Federal law" is consistent with the Windsor decision and does not need to be 
amended. However, the recent guidance suggested that a plan sponsor in this situation 
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may still want to consider making a clarifying amendment for purposes of plan 
administration. 
 
In contrast, if the terms of a plan conflict with the Windsor decision, then the plan must 
be amended to comply with the decision. For example, a plan that defines a spouse as 
"the opposite-sex spouse of a participant" must be amended to comply with the Windsor 
decision. 
 
In addition, if a plan chooses to apply the Windsor decision to a period of time before 
June 26, 2013, then the plan must be amended to specify the date as of which the decision 
will be applied and the purposes for which it will be applied. For example, if a plan will 
treat same-sex and opposite-sex spouses the same for QJSA and QPSA purposes for 
participants with annuity starting dates or dates of death on or after January 1, 2013, then 
the plan must be amended to include those specific terms. 
 
If a plan amendment is required (or a plan sponsor decides to make a clarifying 
amendment), then a qualified retirement plan must be amended by the later of (i) the 
close of the plan's remedial amendment period, or (ii) December 31, 2014. The guidance 
includes a special amendment timing rule for governmental plans, which provides that an 
amendment does not need to be adopted before the close of the first regular legislative 
session of the legislative body with the authority to amend the plan that ends after 
December 31, 2014. 
 
The IRS issued Notice 2014-37 to clarify the timing of Windsor plan amendments for 
safe harbor 401(k) plans. The IRS takes the position that safe harbor 401(k) plans 
generally cannot be amended during a plan year to make mid-year changes, with certain 
limited exceptions. The most recent notice clarifies that safe harbor 401(k) plans can 
make mid-year amendments to reflect the Windsor decision. 
 
The recent notices also provide other guidance, including, but not limited to, special 
amendment rules that apply to single employer defined benefit plans that are subject to 
certain restrictions under Code section 436(c) because their funded status is below certain 
thresholds. 
 
If not already done, nonprofit organizations should begin immediately to review their 
qualified retirement plan and 403(b) plan documents and operations to determine whether 
any changes need to be made before the end of this year to reflect the Windsor decision. 
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Selected Resources on The Affordable Care Act 
 
U.S. Department of Labor. “Guidance on the Notice to Employees of Coverage Options 
under Fair Labor Standards Act 18B and Updated Model Election Notice under the 
Consolidated Omnibus Budget Reconciliation Act of 1985”. May 8, 2013. 
http://www.dol.gov/ebsa/newsroom/tr13-02.html 
 
U.S. Government Printing Office. 113th Congress Public Law 185. “Improving Medicare 
Post-Acute Care Transformation Act of 2014”. September 18, 2014. 
http://www.gpo.gov/fdsys/pkg/PLAW-113publ185/html/PLAW-113publ185.htm 
 
Cornell University Law School. Legal Information Institute. “26 U.S. Code § 36B - 
Refundable credit for coverage under a qualified health plan”. 
http://www.law.cornell.edu/uscode/text/26/36B 
 
Cornell University Law School. Legal Information Institute. “26 U.S. Code § 4980H - 
Shared responsibility for employers regarding health coverage”. 
http://www.law.cornell.edu/uscode/text/26/4980H 
 
IRS. “Notice 2013-45”.  http://www.irs.gov/pub/irs-drop/n-13-45.pdf 
 
IRS. “Questions and Answers on Employer Shared Responsibility Provisions Under the 
Affordable Care Act”. December 10, 2014. http://www.irs.gov/Affordable-Care-
Act/Employers/Questions-and-Answers-on-Employer-Shared-Responsibility-Provisions-
Under-the-Affordable-Care-Act#Identification 
 
Attachment 
Attachment A: checklist of Compliance with Selected Legal, Regulatory, and Financial 
Reporting Requirements for Charitable Nonprofits. 
 
 
Note: This checklist is not intended to apply to a certain nonprofit or offer legal advice 
specific to your organization.  Such legal advice or opinions can only be rendered when 
related to distinct fact situations.  Rather, this checklist is designed to serve as a resource 
to provide you with ideas, suggestions, and guidelines, which may be valuable to your 
organization.  
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Attachment A 
Checklist of Compliance with Selected Legal, Regulatory, and Financial Reporting 

Requirements for                                                                Charitable 
Nonprofits4 

© Copyright 1999-2015, Standards for Excellence Institute 
All Rights Reserved 

Developed for nonprofits recognized as 501(c)(3)’s under the Internal Revenue Code 
1.  Requirements Applicable to Tax Exemption/Tax Exempt Status  
Description Form Obtaining the Form Due Date/Posting 

Information 
Compliance Issues Completed 

(A) 
Tax Exempt 
Status 
Application and 
Recognition 
(Federal) 

Internal Revenue Service  
Form 1023  or 1023 EZ 
Application for Recognition of 
Exemption 
 

Internal Revenue 
Service: 
http://www.irs.gov/pub/i
rs-pdf/f1023.pdf  
or  
http://www.irs.gov/pub/i
rs-pdf/f1023ez.pdf 
800-829-3676 

Within 27 months of 
formation if 
organization wants 
IRS determination 
of exempt status 
retroactive back to 
date of formation. 

Must be available for public inspection upon request (in-person 
or written requests) during normal business hours, at your 
principal office and at any regional or district office with three or 
more full time employees (or the part time equivalent) or 
available by posting on its web site under certain circumstances.  
Form 1023 and all materials submitted in support of the 
application should be available to the public.  The Form 1023 EZ 
is available as an alternative for the 1023 for organizations that: 
anticipate less than $50,000 in gross receipts in the next three 
years, have not had more than $50,000 in annual gross receipts in 
the last three years and have less than $250,000 in total assets. 
 
You may charge a reasonable fee for reproduction and mailing 
costs not to exceed $1.00 for the first page and $.15 for additional 
pages.  You may not require the requester to provide a reason for 
viewing the documents. 

_____Yes  
_____ No  
_____ N/A 

(B) 
Tax Exempt 
Status 
Determination 
Letter 
(Federal) 

Final Ruling Letter 
 
For organizations that did not 
receive their final 
determination letter before 
June 9, 2008, their “Advance 
Ruling Letter” will serve as 
their final determination letter. 

Sent to your 
organization when your 
application for tax 
exempt status (Form 
1023) is approved 
 
More information: 
http://www.irs.gov/irb/2

Issued by the 
Internal Revenue 
Service in response 
to your application 
for tax-exempt 
status. 

Must be available for public inspection upon request (in-person 
or written requests) during normal business hours, at your 
principal office and at any regional or district office with three or 
more full time employees (or the part time equivalent) or 
available by posting on its web site under certain circumstances. 
 
You may charge a reasonable fee for reproduction and mailing 
costs not to exceed $1.00 for the first page and $.15 for additional 

_____Yes  
_____ No  
_____ N/A 

                                                
4Websites are subject to change. 
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010-
01_IRB/ar09.html#d0e9
880  

pages.  You may not require the requester to provide a reason for 
viewing the documents. 
 
The tax exemption status may be relied upon subject to certain 
conditions. That is to say, unless accompanied by a closing 
agreement, a letter ruling may be revoked or modified if there is  
Enactment of new legislation, a decision by the Supreme Court, 
or issuance of new regulations, etc. A closing agreement provides 
a permanent and final agreement between the IRS and a taxpayer 
on a specific issue or tax liability. 

 
Description Form Obtaining the Form Due Date/Posting 

Information 
Compliance Issues Completed 

(C) 
Annual Tax Return 
for Exempt 
Organizations 
(Federal) 

Internal Revenue Service 
Form 990-EZ Return for 
Organizations Exempt From 
Income Tax 
  
OR 
 
Internal Revenue Service 
Form 990 Return for 
Organizations Exempt from 
Income Tax  
 
OR 
 
990N Electronic Postcard 
 
OR 
 
 
Internal Revenue Service 
Form 990PF 
 
AND IF YOU HAVE 
UNRELATED BUSINESS 
INCOME: 
 
Internal Revenue Service 
Form 990T for Exempt 
Organizations with Unrelated 
Business Income > $1,000 

Internal Revenue 
Service: 
http://www.irs.gov/pub/i
rs-pdf/f990.pdf  
800-829-3676 

The 15th day of the 
5th month after the 
close of fiscal year. 
(Extensions may be 
filed.) 

Form 990EZ:  For organizations with gross receipts more than 
$25,000 and less than $1 million and with total assets at the end 
of the year of $2.5 million or less.  Note: the thresholds for being 
permitted to file the 990 EZ constrict over the years.  For 
instance, in 2009, only organizations with gross receipts between 
$25,000 and $500,000 and total assets under $1.25 million may 
file the 990 EZ.  In 2010, only organizations with gross receipts 
of $50,000 to $200,000 and total assets of under $500,000 are 
permitted to file the 990 EZ.   
 
Form 990:  For organizations with gross receipts and total assets 
over the maximum thresholds for the 990 EZ must file the Form 
990.   
 
Form 990, 990EZ, Form 990 T and all attachments and schedules 
for the preceding three years must be available for public 
inspection (see above for guidelines on this inspection and 
reproduction.)   Lists of names and addresses of contributors may 
be omitted. 
 
Beginning in 2008, exempt organizations with gross receipts 
under $25,000 must file an annual notice to the IRS, electronic 
postcard 990-N.  In 2010, this threshold for completing the 990N 
expands to $50,000 or less in gross receipts. There are no 
monetary penalties for late filing of the 990-N. 
 
Failure to file the required Form 990 series for three consecutive 
years may result in revocation of tax exempt status as of the filing 
due date for the third return.  Fines are also assessed when 
organizations fail to file the Form 990 or Form 990-EZ or fail to 
file complete returns by their due dates. 

_____Yes  
_____ No  
_____ N/A 
 
 
_____Yes  
_____ No  
_____ N/A 
 
 
 
 
 
 
 
_____Yes  
_____ No  
_____ N/A 
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Form 990 PF: For private foundations.  This form contains 
information similar to the Form 990 and Form 990 EZ.  One 
unique feature is the requirement to disclose how the funds 
granted to certain organizations have been expended. This 
requirement arises where the private foundation must exercise 
expenditure responsibility under Section 4945 of the Internal 
Revenue Code.  If expenditure responsibility must be exercised, 
the granting organization must require the grantee to enter into a 
written grant agreement and provide certain written reports 
describing the grantee’s expenditures in compliance with the 
grant agreement. 
 
The IRS requires that large nonprofit organizations with total 
assets of $100 million or more file their Form 990 electronically 
(This applies to organizations that submit at least 250 tax returns, 
for example income tax, excise tax, employment tax, W-2 forms 
and information returns).  If a 501(c)(3) does not submit an e-file 
for three years in a row, it will risk losing its tax-exempt status.   
 
Nonprofits are prohibited from engaging in political activity 
defined as “participating in, intervening in (including publishing 
or distributing of statements) any political campaign on behalf of 
(or in opposition to) any candidate for public office.” 
 
Among other items, lobbying expenses are recorded on an 
organization’s Form 990.  
 
Use Form 8868 to request an automatic 3-month extension. 

(D) 
Supplement to 
Annual Tax Return 
for Exempt 
Organizations 
(Federal) 

Internal Revenue Service 
Form 990 Schedule A for 
501(c)(3) organizations 
 

Internal Revenue 
Service: 
http://www.irs.gov/pub/i
rs-pdf/f990sa.pdf  
800-829-3676 

Filed with IRS Form 
990. 

Must be completed by 501(c)(3) organizations and attached to 
Form 990 (if yes is answered to Part IV, line 1) or Form 990EZ.   
 
Must be available for public inspection as a Form 990 or Form 
990 EZ schedule.  (See above for guidelines on this inspection 
and reproduction.) 

_____Yes  
_____ No  
_____ N/A 

 
2.  Requirements for Corporate Start Up in your state  
Description Form Obtaining the Form Due Date/Posting 

Information 
Compliance Issues Completed 

(A) 
Legal Requirements 

Varies Applicable State Governments 
www.usa.gov. 

Varies by state. Follow the state and local laws in the state in which the 
organization is operating including, but not limited to: 

_____Yes  
_____ No  
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of Individual State 
where organization is 
based 
(State) 

 
Information regarding charitable 
solicitation – www.nasconet.org 
 
U.S. Charity Offices – 
http://www.nasconet.org/documen
ts/u-s-charity-offices/ 

corporate start up, charitable solicitations, gift annuity 
registration, charitable registration, resident agents, 
registration as a foreign corporation doing business in 
another state, tax exemption, employment laws, 
employment taxation and insurance. 
 
Name of organization must be written as the full name or 
initials, not both.   

_____ N/A 

(B) 
Federal Employer 
Identification Number 
(Federal) 

Application for Federal 
Identification Number  
Form SS-4 

Internal Revenue Service: 
http://www.irs.gov/pub/irs-
pdf/fss4.pdf  
800-829-3676 

Filed with the IRS. Like a social security number for nonprofit organizations, 
this number is needed to open bank accounts and transact 
business.  Receiving a Federal Identification Number will 
trigger the IRS to send an organization certain required 
tax forms.  

_____Yes  
_____ No  
_____ N/A 

(C) 
Bylaws 

   All nonprofit organizations should maintain an updated 
set of by-laws with the CEO of the organization and the 
secretary of the organization.  If the Board makes material 
changes to the by-laws, the organization should submit a 
report on the by-law changes to the IRS when the 
organization files its form 990. 

 

(D) 
Legal Requirements 
of Other States 
(States) 

Needed for organizations that 
operate or solicit gifts in 
other states 

Applicable State Governments 
www.usa.gov. 
 
Information regarding charitable 
solicitation is available at 
www.nasconet.org  
 
U.S. Charity Offices – 
http://www.nasconet.org/documen
ts/u-s-charity-offices/ 

Varies by state. Follow the state and local laws in other states in which the 
organization is operating including, but not limited to: 
charitable solicitations, gift annuity registration, charitable 
registration, resident agents, registration as a foreign 
corporation doing business in another state, tax 
exemption, employment laws, employment taxation and 
insurance. 

_____Yes  
_____ No  
_____ N/A 

 
 

3.  Requirements Related to Organizations with Employees 
-A.  Workplace Posters and Notices 
Description Form Obtaining the Form Due Date/Posting 

Information 
Compliance Issues Completed 

(A)  
Fair Labor Standards 
Act (FLSA)- 
Minimum Wage 
Poster   
(Federal) 
 
(B)  
Federal Labor 

FLSA Employee Rights Poster 
 
 
 
 
 
 
Sample notice for employers that 
do and do not offer a health plan. 

Department of Labor: 
http://www.dol.gov/whd/regs/
compliance/posters/flsa.htm   
  
Phone: 866-4-USA-DOL 
(1-866-487-2365) 
 
For employers that do not 
offer a health plan: 

Employers should 
post this poster 
where employees 
can readily see it. 
 
 
 
Upon hiring of new 
employees. 

This poster addresses employee’s rights under the Fair 
Labor Standards Act (i.e., federal minimum wage, 
overtime pay and child labor). 
 
 
 
 
ACA requires employers to provide a written notice 
informing the employee of the existence of the 

_____Yes  
_____ No  
_____ N/A 
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Standards Act 
(FLSA)- Affordable 
Care Act 
Section 18B 
 
 
(C)  
Federal Labor 
Standards Act 
(FLSA)- Affordable 
Care Act 
Employer Shared 
Responsibility 
Provisions 
Section 4980H of IRS 
Code 

http://www.dol.gov/ebsa/pdf/F
LSAwithoutplans.pdf 
For employers that offer a 
health plan: 
http://www.dol.gov/ebsa/pdf/F
LSAwithplans.pdf 
http://www.irs.gov/Affordable
-Care-
Act/Employers/Questions-
and-Answers-on-Employer-
Shared-Responsibility-
Provisions-Under-the-
Affordable-Care-
Act#Identification 

 
 
 
 
 
 
Beginning January 
1, 2015. 

Marketplace, a description of the services provided by 
such, and how the employee may request assistance from 
the Marketplace. 
 
 
 
The link listed helps your organization identify the 
number of full-time employees in your organization. If 
your workforce consists of 50 or more full-time 
employees, your organization must provide health 
insurance to employees through the Marketplace 
beginning January 1, 2015. Employers are not mandated 
to provide health insurance. However, failure to do so will 
result in penalties. 

(B)  
Job Safety and Health 
Protection 
Employment Poster 
(Federal) 

Job Safety and Health Protection 
Poster (Occupational Safety and 
Hazards Administration) 

Department of Labor: 
http://www.dol.gov/oasam/pro
grams/osdbu/sbrefa/poster/mat
rix.htm 
 
Phone: 866-4-USA-DOL 
(1-866-487-2365) 

Employers should 
post this poster 
where employees 
can readily see it. 

This poster addresses job safety and health protection for 
workers. Failure to post may result in a citation and 
penalty. 

_____Yes  
_____ No  
_____ N/A 

(C)  
Family and Medical 
Leave Act 
Employment Poster 
(Federal) 

ONLY EMPLOYERS WITH 
AT LEAST 50 EMPLOYEES 
WITHIN 75 MILES ARE 
COVERED BY FMLA 
 
FMLA Employee Rights Poster 
 
 

Department of Labor: 
http://www.dol.gov/oasam/pro
grams/osdbu/sbrefa/poster/mat
rix.htm 
 
Phone: 866-4-USA-DOL 
(1-866-487-2365) 

Employers should 
post this poster 
where employees 
can readily see it. 

This poster addresses employees’ rights under the Family 
and Medical Leave Act of 1993. Failure to post may result 
in a citation and penalty. 

_____Yes  
_____ No  
_____ N/A 

(D)  
Equal Employment 
Opportunity Act  
Employment Poster 
(Federal) 

Equal Employment Opportunity 
Act Employment Poster 

Department of Labor: 
http://www.dol.gov/oasam/pro
grams/osdbu/sbrefa/poster/mat
rix.htm 
 
Phone: 866-4-USA-DOL 
(1-866-487-2365) 

Employers should 
post this poster 
where employees 
can readily see it. 

This poster addresses the Federal Equal Employment 
Opportunity Act. 

_____Yes  
_____ No  
_____ N/A 



   12 
 

(E) 
Notice to Workers 
with Disabilities 
Employment Poster 
(Federal) 

ONLY EMPLOYERS WHO 
HAVE A CERTIFICATE 
AUTHORIZING PAYMENT 
OF SPECIAL MINIMUM 
WAGES TO WORKERS WHO 
ARE DISABLED FOR WORK 
THEY ARE PERFORMING 
 
Notice to Workers with 
Disabilities Paid at Special 
Minimum Wages 

Department of Labor: 
http://www.dol.gov/oasam/pro
grams/osdbu/sbrefa/poster/mat
rix.htm 
 
Phone: 866-4-USA-DOL 
(1-866-487-2365) 

Employers should 
display poster 
where employees 
and parents and 
guardians of 
employees with 
disabilities can 
readily see it. 

This poster addresses only employers who have a 
certificate authorizing payment of special minimum 
wages to workers who are disabled for work they are 
performing and establishes a commensurate wage rate 
based on the individual’s productivity. 

_____Yes  
_____ No  
_____ N/A 

(F) 
Employee Polygraph 
Protection Act Notice 
Employment Poster 
(Federal) 

Notice to employees prohibiting 
most employers from using 
polygraph tests 

Department of Labor: 
http://www.dol.gov/oasam/pro
grams/osdbu/sbrefa/poster/mat
rix.htm 
 
Phone: 866-4-USA-DOL 
(1-866-487-2365) 

Employers should 
post this poster 
where employees 
can readily see it. 

This poster addresses the federal Employee Polygraph 
Protection Act. Failure to post may result in court action 
and civil penalties. 

_____Yes  
_____ No  
_____ N/A 

(G) 
Migrant and Seasonal 
Agricultural Worker 
Protection Act 
(MSPA) Poster 
(Federal) 

ONLY REQUIRED OF 
COVERED FARM LABOR 
CONTRACTORS, 
AGRICULTURAL 
EMPLOYERS, AND 
AGRICULTURAL 
ASSOCIATIONS 

Department of Labor: 
http://www.dol.gov/oasam/pro
grams/osdbu/sbrefa/poster/mat
rix.htm 
 
Phone: 866-4-USA-DOL 
(1-866-487-2365) 

Employers should 
post this poster 
where employees 
can readily see it. 

This poster addresses the Federal Migrant and Seasonal 
Agricultural Worker Protection Act. 

_____Yes  
_____ No  
_____ N/A 

(H) 
Other Employment 
Posters for 
Organizations with 
Federal Government 
Contracts 
(Federal) 

The Davis-Bacon Act 
 
 
 
 
 
 
 
 
The Service Contract Act (SCA) 
 
 
 
 
 
 
 

Department of Labor: 
http://www.dol.gov/oasam/pro
grams/osdbu/sbrefa/poster/mat
rix.htm 
 
Phone: 866-4-USA-DOL 
(1-866-487-2365) 
Department of Labor: 
http://www.dol.gov/oasam/pro
grams/osdbu/sbrefa/poster/mat
rix.htm 
 
Phone: 866-4-USA-DOL 
(1-866-487-2365) 
 
 
 

For covered 
organizations: 
Employers should 
post these posters 
where employees 
can readily see 
them. 

Davis-Bacon Act requires that persons employed on 
federal or federally funded construction projects be paid 
not less than the wage rate in the schedule posted with this 
notice for the kind of work performed.  Employees must 
be paid not less than one and one-half times the basic rate 
of pay for all hours worked over 40 hours a week.  
 
 
 
The Service Contract Act requires that employees who are 
paid with federal funding receive at least minimum wage 
compensation for all employees.  However, a higher rate 
may be required for service contracts if a wage 
determination applies or if a predecessor contractor has 
paid a higher rate for your classification pursuant to a 
collective bargaining agreement. Such higher rates for 
Service contracts must be posted as an attachment to the 

_____Yes  
_____ No  
_____ N/A 
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Equal Employment Opportunity 
Act 
 
 
 
 
 
 
 
 
E-Verify Poster 
 
 
 
 
 
 
 
Right to Work Poster 
 
 
 

 
 
Department of Labor: 
http://www.dol.gov/oasam/pro
grams/osdbu/sbrefa/poster/mat
rix.htm 
 
Phone: 866-4-USA-DOL 
(1-866-487-2365) 
 
US Citizenship and 
Immigration Services 
1-800-375-5283  
http://www.uscis.gov/e-
verify/publications/participatio
n-posters/e-verify-
participation-posters 
 
US Citizenship and 
Immigration Services 1-800-
375-5283 
http://www.uscis.gov/sites/def
ault/files/USCIS/Verification/
E-Verify/E-
Verify_Native_Documents/OS
C_Right_to_Work_Poster.pdf 

notice. 
 
The Equal Employment Opportunity Act covers 
applicants to and employees of companies with a federal 
government contract or subcontract.  Employers must post 
that they do not discriminate due to race, color, religion, 
sex, national origin, or against persons with disabilities. 
 
 
 
 
Only required if your organization is subject to the E-
Verify requirement (e.g., federal contractors and 
subcontractors). State laws may require the use of E-
Verify as well.  
 
 
 
 
Only required if your organization is subject to E-Verify 
requirement (e.g. federal contractors and subcontractors).  
State laws may require the use of E-Verify as well.  

(I) 
National Labor 
Relations Act 
(NLRA) Poster 

The National Labor Relations 
Act 

Employee Rights Under 
National Labor Relations Act 
 
http://www.dol.gov/olms/regs/
compliance/EmployeeRightsP
oster11x17_Final.pdf  

Certain federal 
contractors and 
subcontractors 
should post the 
notice 
conspicuously in 
plants and offices 
where employees 
covered by NLRA 
perform activity 

Requires certain federal contractors and subcontractors to 
post notices informing employees of their rights under the 
National Labor Relations Act.  
 
Poster advises employees of their right to form, join, or 
assist a union, to bargain collectively; to discuss terms 
and conditions of employment with co-workers or a 
union, to engage in concerted activities with co-workers, 
and to strike and picket. 

_____Yes  
_____ No  
_____ N/A 

(J) 
Required State 
Employment Posters 

Varies by state     

 
 

 
3.  Requirements Related to Organizations with Employees 
-B.  Hiring Related Requirements 
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Description Form Obtaining the Form Due Date/Posting 
Information 

Compliance Issues Completed 

(A) 
Forms and 
Documents for 
Employers to Keep 
on File 
(Federal) 

I-9 US Department 
of Immigration and 
Naturalization form 
and I-9 
documentation such 
as a driver’s license, 
birth certificate, 
passport, etc.  

US Immigration and Naturalization 
Service 
http://www.uscis.gov/files/form/i-9.pdf  
or  
Superintendent of Documents 
Washington DC 20402 

Keep on file for each 
employee. 

Forms and documentation must be kept on file by 
employers to demonstrate that their employees are entitled 
to work. 
 
The Immigration and Naturalization Service states that 
employers should retain I-9s for all employees three years 
after the date of hire or one year after the individual’s 
employment is terminated, whichever is later.  Maryland 
Nonprofits recommends that the I-9 form and 
documentation be kept in the employee’s file throughout 
the term of the employment and one year after the 
employee leaves employment.  

_____Yes  
_____ No  
_____ N/A 

(B) 
Income Tax 
Withholding Forms 
for Employees 
(Federal) 

Internal Revenue 
Service  
Form W-4 

Internal Revenue Service: 
http://www.irs.gov/pub/irs-pdf/fw4.pdf  
800-829-3676 

Keep on file for each 
employee.  Only need 
to submit form to 
payroll processing or to 
the Federal government 
if 12 or more 
dependents are claimed 
on the W-4. 

Employees use this form to claim the number of 
exemptions for income tax withholding. 

_____Yes  
_____ No  
_____ N/A 

(C) 
Filing requirements 
of Individual States 

Needed for 
organizations that 
operate in each 
individual state 

Applicable state governments.  Please 
visit www.usa.gov, for links to 
individual state websites that address 
state specific filing requirements.  

Varies by state. Follow the state and local laws in other states in which the 
organization is operating.  

_____Yes  
_____ No  
_____ N/A 

(D)  
Ensure proper 
classification of 
employees  
(Federal)  

Nonprofits should 
ensure proper 
compliance with the 
Fair Labor 
Standards Act 
(FLSA)  

Follow the National Fair Labor 
Standards Act (FLSA) 

The FLSA establishes minimum wage, 
overtime pay, recordkeeping, and 
youth employment standards affecting 
employees in the private sector and in 
Federal, State, and local governments. 
Covered nonexempt workers are 
entitled to a minimum wage of not less 
than $7.25 per hour effective July 24, 
2009. Overtime pay at a rate not less 
than one and one-half times the regular 
rate of pay is required after 40 hours of 
work in a workweek. 

 

Link to the Fair Labor 
Standards Act 
http://www.dol.gov/wh
d/flsa/index.htm 

Nonprofits should pay special attention to ensuring that 
those working on its behalf are properly classified as 
employees or independent contractors.  And, once an 
individual is classified as an employee that the individual 
is properly classified as either exempt or non-exempt.  
Nonprofits should ensure that unpaid interns and 
volunteers in the organization do not actually qualify as 
employees and as such, eligible for payment 
 
Note: Also see related employment poster. 

_____Yes  
_____ No  
_____ N/A 
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3.  Requirements Related to Organizations with Employees 
-C.  On-going Employment Related Filings 
Description Form Obtaining the Form Due Date/Posting 

Information 
Compliance Issues Completed 

(A) 
Employers Quarterly 
Federal Tax Return 
(Federal) 

Internal Revenue Service 
Form 941 

Internal Revenue Service: 
http://www.irs.gov/pub/irs-
pdf/f941.pdf  
Fax: 800-829-3676 

4/30, 7/31, 10/31, 
1/31 

If your organization uses a payroll service, this form will 
probably be filed electronically.   You should receive a 
copy and keep it on file. 

_____Yes  
_____ No  
_____ N/A 

(B) 
Wage and Federal 
Tax Statements 
(Federal) 

Internal Revenue Service 
Form W-2.  Please note that 
the provided link is for 
informational purposes only.  
To get an official version of 
the form please use provided 
fax number. 

Internal Revenue Service: 
http://www.irs.gov/pub/irs-
pdf/fw2.pdf  
Fax: 800-829-3676 

1/31 Employers must file a W-2 for each employee from 
whom: income, social security, or Medicare taxes have 
been withheld (or income taxes would have been withheld 
if the employee had claimed no more than one 
withholding allowance or had not claimed exemption 
from withholding on the W-4). 

_____Yes  
_____ No  
_____ N/A 
 

(C) 
Transmittal of 
Income and Federal 
Tax Statements 
(Federal) 

Internal Revenue Service 
Form W-3. Please note that 
the provided link is for 
informational purposes only.  
To get an official version of 
the form please use provided 
fax number. 

Internal Revenue Service: 
http://www.irs.gov/pub/irs-
pdf/fw3.pdf  
Fax: 800-829-3676 

1/31 Used to transmit copies of W-2 forms.    
 
Employers use this form to provide the amount of state 
income tax withheld from employees. If your organization 
uses a payroll service, this form will probably be filed 
electronically.   You should receive a copy and keep it on 
file. 
 

_____Yes  
_____ No  
_____ N/A 
 
 
                

(D) 
Filing requirements 
of Individual States 

Needed for organizations that 
operate in each individual 
state 

Applicable state governments.  
Please visit www.usa.gov, for 
links to individual state 
websites that address state 
specific filing requirements.  

Varies by state. Follow the state and local laws in other states in which the 
organization is operating.  

_____Yes  
_____ No  
_____ N/A 

 
 

3. Requirements Related to Organizations with Employees   
- D.  Requirements for Organizations with Independent Contractors and Consultants 
Description Form Obtaining the Form Due Date/Posting 

Information 
Compliance Issues Completed 

(A) 
Form for Contractors 
and Consultants 
(Federal) 

Internal Revenue Service  
Form W-9 

Internal Revenue Service: 
http://www.irs.gov/pub/irs-
pdf/fw9.pdf  
Fax: 800-829-3676 

Keep on file for 
contractors or 
consultants. 

Employers must have consultants and contractors sign W-
9 Forms in order to indicate their tax ID number and 
whether or not the consultant or contractor is subject to 
withholding tax. 

_____Yes  
_____ No  
_____ N/A 

(B) 
Form for Non-

Internal Revenue Service  
Form 1099-MISC. Please 

Internal Revenue Service: 
http://www.irs.gov/pub/irs-

Employer must issue 
a Form 1099 to any 

Employers must issue a 1099 to non-employees who are 
paid more than $600.  A copy of this form is also filed 

_____Yes  
_____ No  
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employees paid more 
than $600 by 
organization 
(Federal) 

note that the provided link is 
for informational purposes 
only.  To get an official 
version of the form please 
use provided fax number. 

pdf/f1099msc.pdf  
Fax: 800-829-3676 

non-employee who is 
paid more than $600; 
a copy of this form is 
also filed with the 
IRS. 

with the Internal Revenue Service.  _____ N/A 

(C)  
Annual Summary and 
Transmittal of US 
Information Returns 
(Federal) 

Internal Revenue Service 
Form 1096. Please note that 
the provided link is for 
informational purposes only.  
To get an official version of 
the form please use provided 
fax number. 
 

Internal Revenue Service: 
http://www.irs.gov/pub/irs-
pdf/f1096.pdf  
Fax: 800-829-3676 

2/28 Used to transmit copies of 1099. _____Yes  
_____ No  
_____ N/A 

(D) 
Requirements of 
Individual States 

Needed for organizations that 
operate in each individual 
state 

Applicable state governments.  
Please visit www.usa.gov, for 
links to individual state 
websites that address state 
specific filing requirements.  

Varies by state. Follow the state and local laws in other states in which the 
organization is operating.  

_____Yes  
_____ No  
_____ N/A 

3. Requirements Related to Organizations with Employees   
- E.  Employee Benefits - Health 
Description Form Obtaining the Form Due Date/Posting 

Information 
Compliance Issues Completed 

(A) 
COBRA Notice 
Consolidated 
Omnibus Budget  
Reconciliation Act of 
1985; continuation of 
health coverage 
(Federal)   

Form to give notice to 
employees whose 
employment is terminated 
about their right to continue 
to participate on employer’s 
health insurance coverage. 
 
General COBRA notice must 
be provided to participants 
when they begin participation 
in a health plan. 

Department of Labor:  
http://www.dol.gov/dol/topic/he
alth-plans/cobra.htm  
 

COBRA notice must 
be kept on file by 
employer and 
distributed to 
employees whose 
employment is 
terminated. 

Employers must provide this notice to employees whose 
employment is terminated to give COBRA notice about 
their right to continue to participate in the employers 
health insurance program by paying for the cost out of 
their own pocket. 
 
Other qualifying events can entitle a beneficiary to 
continuation of coverage. 
 
For organizations with 20 or more employees. 

_____Yes  
_____ No  
_____ N/A 

(B)  
Privacy of Health 
Information/HIPAA 

N/A N/A N/A Health Plans, Health Care Providers, and Health Care 
Clearinghouses need to pay attention to the HIPAA rule. 
 
Generally employers have very limited liability under the 
HIPAA rule.  If your organization offers health coverage 
through a plan such as Blue Cross/Blue Shield, etc., your 
primary responsibility is to ensure that all health 
information you collect about employees is kept 
confidential. 

_____Yes  
_____ No  
_____ N/A 

(C) 
Filing requirements 

Needed for organizations that 
operate in each individual 

Applicable state governments.  
Please visit www.usa.gov, for 

Varies by state. Follow the state and local laws in other states in which the 
organization is operating.  

_____Yes  
_____ No  
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of Individual States state. links to individual state 
websites that address state 
specific filing requirements.  

_____ N/A 

(D) 
Notice of Health 
Insurance 
Marketplace 
(Exchange) 

N/A Examples of Notice that can be 
provided by a nonprofit to its 
employees: 
Sample for employers that offer 
an employer sponsored health 
plan: 
http://www.dol.gov/ebsa/pdf/F
LSAwithplans.pdf  
 
Sample for employers that do 
not offer an employer 
sponsored health plan: 
http://www.dol.gov/ebsa/pdf/F
LSAwithoutplans.pdf  (There is 
no employer coverage 
mandated for employers with 
50 or fewer full-time equivalent 
employees)  

10/1/2013  No later than October 1, 2013, employers covered by the 
Fair Labor Standards Act (generally, those firms that have 
at least one employee and at least $500,000 in annual 
dollar volume of business), must provide notification to 
their employees of coverage options available through the 
Marketplace. Employers are required to provide this 
notice to all current employees, and to each new 
employee beginning October 1, 2013, regardless of plan 
enrollment status (if applicable) or of part-time or full-
time status. The notice must inform employees that they 
may be eligible for a premium tax credit if they purchase 
coverage through the Marketplace, and advise employees 
that, if they purchase a plan through the Marketplace that 
they may lose the employer contribution (if any) to any 
health benefits plan offered by the Employer. 

_____Yes  
_____ No  
_____ N/A 

(E) 
Required Summary of 
Benefits and 
Coverage for Health 
Insurance Benefits 
Exchange 
 

Summary of Benefits 
Coverage (SBC) 

Model from the Department of 
Labor website: 
http://www.dol.gov/ebsa/pdf/co
rrectedsbctemplate2.pdf; 
Instructions for 2014 and later 
may still be evolving; see DOL 
FAQ’s at 
http://www.dol.gov/ebsa/faqs/fa
q-aca14.html 

The initial 
requirement for 
SBC’s took effect on 
Sept. 23, 2012 for 
issuers of group 
health plans. DOL 
has continued to issue 
guidance since then 
on forms and content 
of SBC’s to be issued 
with the 
implementation of the 
Affordable Care Act 
(“ACA”).  

Employers are required to ensure employees with a 
Standard Summary of Benefits and Coverage (“SBC”) 
form explaining what their plan covers and what it costs.  
Employers should contact their group plan issuers or plan 
administrators, who are required to compile and provide 
the SBC forms.  
 
Note: This is a distinctly different requirement from the 
summary plan description required under ERISA. 

_____Yes  
_____ No  
_____ N/A 
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(F)  
CHIP Notices  

Model Notice that Employers 
must use to comply with 
Children’s Health Insurance 
Program Reauthorization Act 
of 2009 (CHIPRA) 

Model Notice: 
Word Document: 
http://www.dol.gov/ebsa/chipm
odelnotice.doc   
 
PDF Document: 
http://www.dol.gov/ebsa/pdf/ch
ipmodelnotice.pdf  

Varies by states.  In 
February 2010, 40 
states were covered. 
(States not covered at 
this date include:  
Connecticut, 
Delaware, Hawaii, 
Illinois, Maryland, 
Michigan, 
Mississippi, Ohio, 
South Dakota, and 
Tennessee.) 

Annual notice by employers with employees located in 
states that offer premium assistance as a way of offering 
Children’s Health Insurance Program coverage through 
the employer’s health plan. 
 
Notice requirement applies if you have employees in any 
of the states that are offering premium assistance. 

_____Yes  
_____ No  
_____ N/A 

3. Requirements Related to Organizations with Employees   
-F.  Benefits - Retirement plan documents 
Description Form Obtaining the Form Due Date/Posting 

Information 
Compliance Issues Completed 

(A) 
Annual Return/Report 
of Employee Benefit 
Plan 
(Federal) 

Internal Revenue Service 
Form 5500. Please note that 
the provided link is for 
informational purposes only.  
To get an official version of 
the form please use provided 
fax number. 
 
Under the computerized 
ERISA Filing Acceptance 
System 
(EFAST2), you must 
electronically file your 2013 
Form 5500. 

Internal Revenue Service: 
http://www.dol.gov/ebsa/5500
main.html#2013 
 
http://www.dol.gov/ebsa/pdf/20
13-5500.pdfFax: 800-829-3676 

Last day of the 7th 
month after plan year 
ends.  File form 5558 
to receive a one-time 
2 ½ month extension. 

This form is used for organizations with retirement plans, 
flexible spending accounts, and other types of employee 
benefit plans. 
 
A 403(b) plan that is subject to ERISA has always been 
required to file a Form 5500, but the required content has 
been very limited. Beginning with the 2009 plan year, 
403(b) plans will become subject to much more extensive 
Form 5500 reporting requirements, including notably, an 
annual plan audit requirement for plans with 100 or more 
participants. 
 
There is no obligation to file Form 5500 with respect to 
certain benefits plans.  (For nonprofits with 100 benefits 
participants or less, the Form 5500 is not required when 
only a simple health insurance plan is offered.) 

_____Yes  
_____ No  
_____ N/A 

(B) 
Fiduciaries for 
Organizations with 
403b 
(Federal) 

ERISA Department of Labor: 
http://www.dol.gov/dol/topic/he
alth-plans/erisa.htm  

Fiduciaries need to be 
current and named on 
the fiduciary bond if 
one exists.   

Managers of an organization’s 403b plan are called 
fiduciaries.  A fiduciary bond is needed for fiduciaries if 
the 403b plan is governed by ERISA (a plan is governed 
by ERISA if the 403b plan is established or maintained by 
an employer).   Current fiduciaries should be named on 
the fiduciary bond.  Fiduciaries of an employee benefit 
plan are held personally liable for any breach of their 
duties in the event of a wrongful act. For more 
information regarding fiduciary responsibilities, please 
visit http://www.dol.gov/dol/topic/health-
plans/fiduciaryresp.htm  
 

_____Yes  
_____ No  
_____ N/A 
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Other ERISA reporting requirements may apply: 
1.  Requirement to distribute summary plan description to 
participants in an ERISA covered plan. 
2.  Requirement to distribute summary annual reports in 
ERISA plans. 

(C) 
Filing requirements 
of Individual States 

Needed for organizations that 
operate in each individual 
state 

Applicable state governments.  
Please visit www.usa.gov, for 
links to individual state 
websites that address state 
specific filing requirements.  

Varies by state. Follow the state and local laws in other states in which the 
organization is operating.  

_____Yes  
_____ No  
_____ N/A 

(D) 
Vendor-to-Plan 
Disclosure for 401(k) 
and 403(b) Plans 

Applicable to nonprofits that 
offer 401(k) and 403(b) plans 
that are currently not exempt 
from ERISA Form 5500 
Reporting.  

Department of Labor 
http://www.dol.gov/ebsa/faqs/fa
q_compliance_pension.html  

Disclosure required 
of all nonprofit 
entities governed by 
ERISA, most 
nonprofit retirement 
plans are subject to 
ERISA. 

Disclosures must explain, according to the regulations, 
fees to be charged and services provided by the retirement 
plan vendor. 
 
Compliance required no later than July 1, 2012 for 
existing contracts and compliance is required for new 
contracts from July 1, 2012 forward. 
 
Vendor is required to provide disclosures to the nonprofit 
 
Nonprofit is obligated to ensure that it receives the 
disclosures. If the nonprofit does not receive the required 
disclosure, it must report this “prohibited transaction” to 
the US Department of Labor and the vendor will be 
subject to excise taxes 
 
Nonprofit responsible for determining whether 
compensation received by vendor is reasonable and 
responsible to ensure that the relationships among vendors 
are reasonable and do not pose conflicts of interest. 
 
Exemptions:  pre-2009 403(b) funding vehicles that 
qualify for US Department of Labor’s existing exemption 
from form 5500 reporting. 

_____Yes  
_____ No  
_____ N/A 

(E) 
Plan-to-Participant 
Disclosure for 401(k) 
and 403(b) Plans 

Applicable to nonprofits that 
offer 401(k) and 403(b) and 
other similar participant-
directed plans that are 
currently not exempt from 
ERISA Form 5500 
Reporting. 

Department of Labor 
http://www.dol.gov/ebsa/faqs/fa
q_compliance_pension.html  

Disclosure required 
of all nonprofit 
entities governed by 
ERISA, most 
nonprofit retirement 
plans are subject to 
ERISA. 

Nonprofit organizations offering 401(k), 403(b), and other 
similar participant directed plans are required to disclose 
fees related to plan investments and fees related to the 
day-to-day administration of the plan. 
 
Compliance is required no later than August 30, 2012 
 
Disclosures must be provided to all eligible employees 
(regardless of actual participation in the plan) 
 

_____Yes  
_____ No  
_____ N/A 
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Exemption:  pre-2009 403(b) funding vehicles that qualify 
for the US Department of Labor’s existing exemption 
from Form 5500 reporting. 

(F)  
Notice for Retirement 
Benefits for Same-
Sex Marriages 

Applicable to nonprofits that 
offer 401 (k) and 403 (b). 

IRS Notice 2014-37: 
http://www.irs.gov/pub/irs-
drop/n-14-37.pdf 

Retirement plans and 
403 (b) provisions 
must be revised 
before December 31, 
2014. 

Nonprofit organizations offering retirement plans and 403 
(b) must amend their 403 (b) plans to reflect the Windsor 
decision by December 31, 2014. 

_____Yes  
_____ No  
_____ N/A 

(G)  
Background Checks 

   Nonprofits that have staff and volunteers working with 
children and other vulnerable populations must have 
background checks conducted on the staff and volunteers 

_____Yes  
_____ No  
_____ N/A 

 
 

4. Requirements Applicable to Solicitations, Fundraising, and Related Activities  
Description Form Obtaining the Form Due Date/Posting 

Information 
Compliance Issues Completed 

(A) 
Internal Revenue 
Service Disclosure  
Requirements 
(Federal) 

Receipts issued to 
acknowledge charitable 
contributions 

Internal Revenue Service 
Regulations, summarized in 
Standards for Excellence 
Institute’s publication, Disclose 
It: A Charitable Nonprofit’s 
Guide to Disclosure 
Requirements available to 
Standards for Excellence 
Institute members at 
www.standardsforexcellenceins
titute.org  

Should be included 
on all covered 
receipts. 

For monetary donations, a taxpayer must have a bank 
record or written communication showing the name of the 
charity, the date and the amount of the contribution. 
 
If an organization receives payment of $75 or more in a 
transaction where the donor receives something of value 
from the organization (other than certain items which are 
treated as if they had no value under the Internal Revenue 
Code), then the organization must issue a receipt to the 
donor specifying the value of the return benefit provided 
to the donor and disclosing that the donor can deduct only 
the excess of the amount paid over the value received.   
 
If a contribution is $250 or more, the donor may not claim 
a tax deduction without a receipt from the organization.  
Receipts should be a written acknowledgment of 
charitable contributions and should include: 
 
1. Amount of cash the donor contributed; 
2. A description, but not the value of any property 

(non-cash gift) the donor contributed (the donor is 
responsible for determining the value of the gift) 
(The donor must have a receipt to take a tax 
deduction for in-kind charitable gifts); and 

3. A description and good faith estimate of the fair 
market value of any goods or services the donor 
received in exchange for his/her contribution.  Only 

_____Yes  
_____ No  
_____ N/A 
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the donation (or portion of the donation) which 
exceeds the fair market value of the goods or 
services the donor receives is tax deductible; or  

4. Statement that the donor did not receive anything of 
value in return for the contribution. 

For clothing and household items to be deductible, the 
items must be in good used condition or better.  Donors 
may only claim a deduction of $500 or more on a single 
item if item received a qualified appraisal. 

- If the value of in-kind gifts is over $500, the donor needs 
to file an IRS form 8283 (the donee organization signs 
part IV) and a qualified appraisal is needed in certain 
circumstances.  If the organization sells all or part of the 
goods within 3 years, the organization must report the sale 
on IRS form 8282 and must give a copy to the donor as 
well.  In the cases of donations of automobiles, boats, or 
planes, there are additional restrictions and requirements. 
See IRS Publication 526 for more information. 
 

(B) 
Fundraising 
Registration, 
Disclosure, Working 
with Consultants, 
Holding Raffles, 
Accepting automobile 
donations-- 
Requirements of 
Individual States 

Needed for organizations that 
solicit in each individual 
state 

Applicable state governments.  
Please visit www.nasconet.org 
for links to individual state 
websites that address state 
specific requirements.  

Varies by state. Follow the state and local laws in all other states in which 
the organization is soliciting.  

_____Yes  
_____ No  
_____ N/A 

(C)  
Unified Registration 
Statement (URS) for 
organizations that 
solicit donations in 
multiple states.  The 
registration is 
supported by the 
National Association 
of State Charities 
Officials in an effort 
to standardize, 
simplify, and 

The most recent version of 
the URS is v2.31, which was 
released in July 2003. 
Version 2.31 supports 36 
jurisdictions (35 states and 
the District of Columbia), 
and requires (and includes) 
supplemental forms for 6 
states. 

Visit the Unified Registration 
Statement website at 
http://www.multistatefiling.org/ 
Follow the instructions and 
download the most recent PDF 
form for submission. 

N/A Typically, states exercise regulatory authority over 
nonprofits based on one (or both) of two premises: the 
nonprofit is physically “present” in the state (e.g., has an 
office, owns real estate, or conducts program activities) or 
the nonprofit raises funds in the state.  
 
In either case, a state might require the nonprofit to 
“register;” that is, to provide identifying information 
about the nonprofit and its operations. It is the latter 
premise for registration — raising funds — that provides 
the impetus for the Unified Registration Statement and the 
movement for standardized reporting in general. 
Organizations of any size and any means may find that 

_____Yes  
_____ No  
_____ N/A 
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economize 
compliance under the 
states' solicitation 
laws. 

raising funds from the public — even when conducted 
modestly from a single location — will give rise to 
regulatory obligations in multiple states. 
 
Most states regulate fundraising. They do so through 
statutes — usually called “solicitation laws” — that are 
primarily concerned with the solicitation of charitable 
contributions from the general public. The centerpiece of 
most of the regulatory schemes is comprehensive 
reporting, by nonprofits and by the outside fundraising 
firms and consultants they employ. 

 
(D) 
Changes to the 
federal law regarding 
charitable 
contributions 

   An IRA owner over 70 ½ can make a direct transfer, tax 
free, up to $100,000 per year to an eligible charitable 
organization.  

 

 
5. Requirements Applicable to Lobbying Activities 
Description Form Obtaining the Form Due 

Date/Posting 
Information 

Compliance Issues Completed 

(A) 
For organizations 
which engage in 
lobbying at federal 
level 
(Federal Reporting) 

Registration with the Clerk 
of the House of 
Representatives 
 
 
 
 
 
 
Registration with the 
Secretary of the US Senate 

House Legislative Resource 
Center, B-106 Cannon 
House  Office Building, 
Washington, DC 20515  
202-226-5200 
http://lobbyingdisclosure.ho
use.gov/amended_lda_guid
e.html  
lobbyinfo@mail.house.gov  
 
Senate Office of Public 
Records, 232 Hart Senate 
Office Building, 
Washington, DC 20510  
202-224-0758 
lobby@sec.sentate.gov  

1/20, 4/20, 7/20, 
10/20 or the next 
business day 
should the filing 
date occur on a 
weekend or 
holiday. 

Registration and Quarterly Report required in accordance with the 
Federal Lobbying Disclosure Act of 1995 and the Honest Leadership 
and Open Government Act of 2007 
 
Semi-annual reports of certain contributions by lobbyists are also 
required (1/30, 7/30, or the next business day should either of these 
dates fall on a weekend or holiday). 
 
Electronic filing is required. 

_____Yes  
_____ No  
_____ N/A 

(B) 
Optional form 
for Charitable 
Nonprofits engaged 
in charitable lobbying 

501(h) Election Form/IRS 
Form 5768: 
Election/Revocation of 
Election by an Eligible 
Section 501(c)(3) 

Internal Revenue Service: 
http://www.irs.gov/pub/irs-
pdf/f5768.pdf  
Fax: 800-829-3676 

Filed with the 
IRS on a rolling 
basis. 

While section 501(c)(3) of the Internal Revenue Code allows 
charitable nonprofits to participate in lobbying and advocacy (not 
exceeding an insubstantial amount), nonprofits may choose to be 
covered under the 501(h) election which sets prescribed limits on 
grassroots lobbying and on direct lobbying. 

_____Yes  
_____ No  
_____ N/A 
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(Federal) Organization to make 
Expenditures to Influence 
Legislation 

(C) 
Filing requirements 
of Individual States 

Needed for organizations that 
lobby in individual state 

Applicable state 
governments.  Please visit 
www.usa.gov, for links to 
individual state websites 
that address state specific 
filing requirements.  

Varies by state. Follow the state and local laws in other states in which the 
organization is operating.  

_____Yes  
_____ No  
_____ N/A 

 
6.  Miscellaneous Requirements 
Description Form Obtaining the Form Due Date/Posting 

Information 
Compliance Issues Completed 

(A) 
Current signatories on 
accounts 

Forms and signature cards 
can be obtained from banks, 
lending institutions, and 
other establishments with 
which the organization holds 
accounts 

Keep current with institutions 
with which the organization 
holds accounts 

Update whenever 
signatories change, 
monitor at least 
annually. 

Make sure signatures are current for bank accounts, loans, 
lines of credit, bank cards, authorized users on cellular 
phones or beepers, people listed on Fidelity Bonds.   
 
Dual signatories on bank accounts are recommended for 
disbursement of any significant amounts. 

_____Yes  
_____ No  
_____ N/A 

(B) 
Written Minutes 
 

Written minutes must be kept 
by organization. 

No form Keep current.  Store 
with corporate 
documents. 

Written meeting minutes should be kept for board 
meetings and meetings of board committees where 
committee is operating in place of the board. 

_____Yes  
_____ No  
_____ N/A 

(C) 
Applying for a 
nonprofit postal code 

Publication 417, Nonprofit 
Standard Mail Eligibility 
 

United States Postal Service: 
http://pe.usps.com/businessmail
101/rates/nonprofit.htm  

Mailing fee is 
required annually. 

In order to do nonprofit bulk mailing, nonprofits must 
apply to the post office for a bulk mail permit. 

_____Yes  
_____ No  
_____ N/A 

(D) 
Trade Names Filings 

Varies by state Varies by state   _____Yes  
_____ No  
_____ N/A 

(E) 
Foreign Corporation 
Registration 

   Check with each state in which your organization does 
business to determine if the corporation needs to register 
as a foreign corporation doing business in that state. 

_____Yes  
_____ No  
_____ N/A 
 

(F) 
Red Flags Rule 

Nonprofits that serve as 
creditors should institute an 
Identity Theft Prevention 
Program which includes four 
components: 1. Identifying 
relevant red flags, 2. 
Detecting red flags, 3. 
Responding to red flags, 
and 4. Administering your 
program 
 

No form 
 
Please consult the Federal 
Trade Commission website for 
the document, Fighting Fraud 
with the Red Flags Rule: A 
How to Guide for Business 
http://www.ftc.gov/bcp/edu/mic
rosites/redflagsrule/index.shtml  
 

Went into effect June 
1, 2010. 

Established by the Federal Trade Commission (FTC), this 
law requires businesses and privately run groups that 
conduct certain businesses (regularly deferring payments 
for goods and services or providing goods and services 
and billing the customer later, otherwise known as serving 
as a creditor) to design and implement an identity theft 
prevention program.  

_____Yes  
_____ No  
_____ N/A 
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7.  Requirements specific to service provided and/or constituents served (e.g., licensures, regulations for performing specific services offered by 
your organization) -- Fill in if applicable 
Description Form Obtaining the Form Due Date/Posting 

Information 
Compliance Issues Completed 

 
 
 

     

 
 
 

     

 
 
 

     

 
 
 

     

8.  Requirements mandated by funders or funding sources (e.g., grant reports, progress reports)   
Fill in if applicable 
  

 
 

    

  
 
 

    

  
 
 

    

  
 
 

    

  
 
 

    

 
 
Revised March 30, 2015 
 
This checklist provides information about the law designed to help nonprofit leaders gain relevant information for the appropriate management and 
governance of their organizations. But this information is not legal advice, which is the application of law to an individual's specific circumstances. The 
information in this checklist is not a substitute for and does not replace the advice or representation of a licensed attorney. Although we go to great 
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lengths to make sure our information is accurate and useful, we recommend you consult a lawyer if you want professional assurance that our information, 
and your interpretation of it, is appropriate to your particular situation. 
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Document Retention and Destruction 

© 2005-2012 Standards for Excellence Institute1 
 

 
The purpose of this policy is to provide a system for complying with document retention laws, ensure 
that the organization retains valuable documents, saves money, time and space, protect the organization 
against allegations of selective document destruction, and provide for routine destruction of non-
business, superfluous, and outdated documents. 
Documents that should be retained and the period of retention are listed below.  In general, documents 
that are not subject to a retention requirement should be kept only long enough to accomplish the task 
for which they were generated.   
 
The (Name of Position) is in charge of making sure that the appropriate department head or manger is 
complying with document retention schedule.  On January 15th of each year (or six months after the 
end of the fiscal year, or at the start of each fiscal year) each responsible department head or manger 
will submit to (Name of Position) a list of the documents that have been sent to storage or destroyed.  
The list will identify the documents with enough specificity that one outside the department could 
determine which documents were stored or destroyed.  Lists of documents stored or destroyed will be 
kept by (Name of Position). 
 
Our organization has a legal duty to retain relevant documents which it knows or should have known are 
relevant to any legal action.  Such documents also include those that could lead to discovery of 
admissible evidence.  Accordingly, all document destruction is automatically suspended when a lawsuit, 
claim, or government investigation is pending, threatened or reasonably foreseeable.  In such a case, 
paper document destruction, as well as electronic destruction must cease immediately.  In the case of 
electronic destruction, the system administrator is responsible for ensuring that any automatic 
destruction program is disabled and reviewing all electronic systems that contain documents potentially 
relevant to the litigation or claim. 
 
All documents, including electronic documents, that are no longer relevant to the organization’s 
business, should be destroyed every 60 days. Do not retain drafts of any documents that have been 
finalized. Personal notes should not be kept after they are no longer needed. 
 
In accordance with the Nonprofit Organization’s policy, the following documents must be retained or 
destroyed as set forth in the schedule below.  Please review the schedule and any applicable documents 
in your possession on an annual basis to ensure compliance with this schedule.  Your supervisor will 
direct the deposit or filing of all documents that must be retained, as well as the destruction of 
documents that must be purged. 
 
After the retention period has run, you should give deliberate consideration to the type of information 
retained, and further consider methods of destruction of that data so that when it is appropriate to 
dispose of the data or documents, the correct method may be employed.  For example, when highly 
sensitive information is maintained, a more secure destruction method may be appropriate, and your 
document destruction policy may outline those options.  In the case of highly sensitive information, the 

                                                
1 Permission granted for use by nonprofit organization members of the Standards for Excellence Institute. 
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nonprofit may use any of the following methods to ensure destruction, and safeguard privacy by 
ensuring that data cannot be recovered: 
	  
Hard Drives – typically found in DVRs, NVRs and PCs: [Digital Video Recorders, Network 
Video Recorders, Personal Computers] 
•         Remove hard drive from equipment 
•         Puncture case completely piercing disk platter in at least two (2) places 
•         Recycle destroyed drive as scrap metal 
 
Magnetic Recording Tape Cassettes – typically found in VHS or VCR recorders: [ Video Home 
System, Video Cassette Recorder ] 
•         Remove tape cassette from equipment 
•         De-gauss magnetic media 
•         Crush tape cassette 
•         Recycle destroyed tape and cassette as scrap plastic 
 
Paper-based documentation – typically obsolete site plans, correspondence, reports: 
•         Remove document from active file 
•         Cross-shred document 
•         Recycle shredded waste as scrap paper. 
 
There may be occasions where less extreme measures are adequate, and a simple document 
shredding or hard drive reformatting are appropriate.  But it is advisable to consider the options 
in advance, so that a plan is in place for proper destruction when the time comes. 
NOTE:  Neither this policy nor the accompanying schedule sets forth the means of storing documents 
during the retention period.  You must consider how best to accomplish this task for your organization, 
e.g. consider whether to store information on paper, disks, microfilm, etc. and whether to store on-site 
or off-site.   

 
FINANCIAL DOCUMENTS 

 

 
MINIMUM RETENTION REQUIREMENT 

 
How long should you keep the documents listed below?  In the nonprofit world, the answer is less clear, as most of 
the document retention statutes are directed at profit-making corporations or those that issue securities.  As a general 
rule, you should keep the below listed documents until the statute of limitations runs on the item of income or 
deduction for that particular return.  For most purposes, the minimum limitations period is three years after the date 
the return is due or filed, whichever is later, as that is when the limitations period generally runs for an IRS audit. 
However, in light of the Sarbanes-Oxley Act that requires auditors to keep audit records for 7 years following a final 
audit report, it may be prudent to keep most financial documents for 7 years.  Remember, many of the same records 
listed below will also be used to monitor programs and prepare statements for funders.  Accordingly, you should 
check your grant applications, awards and contracts to determine reporting requirements and subsequent document 
retention periods.  
 

Accounts Payable Ledgers 
and Schedules 

 
5Y 
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Audit reports 7Y (many organizations keep these records permanently) 
Bank reconciliations 5 Y and/or until all federal and state audit requirements 

have been met. 
Bank statements 5Y 

Checks (for important payments and 
purchases 

5Y or 4Y after item purchased is no longer owned 

Correspondence – customers/vendors Depends on issue in correspondence and whether there is a 
contract; if potential litigation-3 Y until threat of litigation 
has passed; if contract claim is possible, 4Y or until 
potential claim has dissipated 

Depreciation schedules While active + 3Y 
Expenses and Purchases- 
Documentation can include: cash register 
tapes, account statements, canceled 
checks, invoices, credit card sales slips.  
Separate deductible expenses in the event 
organization pays unrelated business 
income tax. 

 
5Y 

Gross Receipts-amounts received from 
all sources.  Documents that support gross 
receipts include: cash register tapes, bank 
deposit slips, receipt books, invoices, 
credit card charge slips, and Form 1099-
MISC 

 
5Y 

Year-end financial statements If Audit Report is generated by organization-7Y; if no audit 
is conducted and Year end financial report is used in place 
of audit-Permanently 
 
 
 

 
HUMAN RESOURCE 
DOCUMENTS 

 

 
MINIMUM RETENTION REQUIREMENT 

 
Subject to state law, a former employee generally has a limited time to file an EEO claim.  Employees under 
contract may have up to four years to file a claim.  Other types of employment claims, for example defamation, 
intentional infliction of emotional distress, and wrongful discharge are subject to a three-year statute of limitations. 
 
If the statute governing the record specifies no time limit, then you can usually apply the Uniform Preservation of 
Private Business Records, which specifies a three-year time limit for preserving documents.  The Office of Federal 
Contracts (OFCCP) requires federal contractors to preserve most employment records for 2 years. 
 
To make things easier for the document retainers, you may want to adopt a uniform guideline that will work for 
almost all employment documents, such as four years, with exceptions for longer periods of time. 
Affirmative Action Plan and 
Related Information 

Subject to state law 
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Age Discrimination in Employment 
Act 

Records relating to discrimination charges-Until final 
disposition of the charge 

Applications for Employment and 
Résumés-For those who were not 
hired  
 
 
 
 
Unsolicited Applications for 
Employment 

Age Discrimination in Employment Act (ADEA), Title 
VII and ADA-1 Y from date of submission; OFCCP 
large contractor and schools-2 Y; driving records are 
regarded as hiring records and should be kept for same 
period of time. 
 
Answer is unclear; recommend same as above; online 
submissions of resumes may be discounted but no 
definitive ruling in this area. 

EEO Claims While active, plus three years. 
EEO Reports As long as current. 

If an OFCCP contractor-1Y.  If OFCCP contractor 
with more than 150 employees and $150,000 in 
contracts then must keep for 2 Y. 

Employee Benefit Plans 
 
 
 
 
 
 
 
ERISA Records relating to Welfare 
and Pension Benefits 

Records relating to ADEA-1 Y after termination of 
plan. Records relating to payment of premiums while 
on FMLA leave- 3 Y after final payment was made for 
premiums. 
Records relating to data mentioned in the Summary 
Plan Description-6 Y after data and description were 
published to employees. 
 
6 Y 

Employment Tax Records and 
Returns 

4Y after the date the tax becomes due or is paid. 

Employment Documents Relevant to 
Discrimination or other Statutory 
Claims 

Title VII-The Act itself only requires the employer to 
keep records until final disposition of the charge; 
recommend that records be kept at least 1Y after 
charge is resolved. 
 

Employment Turn-downs (Rejection 
Letters) 

1Y after letter is sent. 

FMLA Leave Documents 3Y after end of leave period. 
I-9s 3 Y from date of hire or 1 Y after termination, 

whichever is later.  Many experts recommend keeping 
these forms separate from the employee’s personnel 
file, but such action is not required by law. 

Interview Information and 
Reference Checking Notes 

1 Y after job is filled under ADA, ADEA, and Title 
VII; References-1 Y after record is made. 

Job Advertisements and Job 
Requests Made to Agencies 

1Y after placement of advertisement or request for an 
employee-ADEA. 
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Job Descriptions 2Y after record is made under Equal Pay Act. 
 

OSHA and MOSH Logs 5Y for OSHA Form 200, 300 and 301 and OSHA or 
MOSH 101; legally required medical exams and toxic 
exposure records for duration of the individual’s 
employment, plus 30 Y. 
 

Personal Medical Information 
Make sure that no medically related 
information is in an employee’s 
personnel file; all such information 
should be kept in a separate file. 

1 Y after termination; OSH Act Records-See above. 
Medical Certifications: 3Y after certification is 
obtained. 
Medical information includes all medical records, 
physical examinations, workers comp claims, drug and 
alcohol testing, medical forms requesting health 
information for insurance purposes. 
 

Payroll Records and Summaries 3Y from the last date of entry 
4Y for FICA-related information 
4Y for FUTA-related information 
 

Personnel Files (terminated 
employees)- Should include 
employment application, discipline 
reports, evaluations, salary history, 
etc. 
 
 
 
 
 

7Y, though experts differ on the time period for these 
records as there is no specific law regulating retention 
periods for most of the documents kept in personnel 
files; some recommend as few as 4Y after employee 
terminates; ADEA, ADA, FLSA and FMLA require 
3Y for basic employment info. 
 

 Policies, Guidelines and Employee 
Handbooks 

For as long as they are current and at least 3Y after 
they are outdated.  

Recruiting Information-
Advertisements, Job Postings, 
Interview information, Applications 
for Employment when not hired. 

1 Y after record is made. 

Retirement and Pension Records During the time the Plan is active plus 6 years after 
discontinuance of the Plan. Other experts recommend 
keeping such documents 
permanently. 

Timesheets 3Y from last date of entry. Other experts recommend 
keeping for 7Y. 

Unemployment Insurance 
Documents-DLLR Forms, Quarterly 
Contribution Report and Employment 
Report 

Subject to state law. 
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MISCELLANEOUS 

DOCUMENTS 

 
MINIMUM RETENTION REQUIREMENT 

 
Contracts 4Y after contract term has expired 

Correspondence – general 3Y 
Correspondence – legal/important Keep with legal issue file whether lawsuit, insurance 

claim, etc. then retain according to that retention 
requirement. 
 

Grant applications and Awards Life of grant, plus 3Y after expiration of grant; grant 
itself may have separate record-keeping requirements 
that organization must adhere to.  

Insurance Records, Accident 
Reports, Claims 

Workers Compensation Claims-10Y after close of 
matter 
Long-term Disability-10 Y after return to work, 
retirement or death 

Insurance Policies (expired) 3Y if a Claims-Made policy; permanently, if the it is 
an Occurrence policy 

Internal Audit Reports Generally retain most recent 5Y or until resolved + 5 
years. 

Inventories of Products, Materials, 
Supplies 

Generally the most recent two inventories  
and/or until all audit requirements have  
been met 

 
DOCUMENTS THAT SHOULD 

BE KEPT PERMANENTLY 
 

 

Minute Books   
Charter (Articles of Incorporation) 

Bylaws and all Amendments  
Form 990 and any Schedules filed with the form, Form 990-T Exempt Organization Income 
Tax Form (if your organization files such a form) Note: this document is subject to the public 
disclosure regulations for up to three years after the due date or the filing date of the return. 
IRS Determination Letter Granting Organization 501(c) Status. Note: this document is 
subject to the public disclosure regulations. 

Bylaws and all Amendments 
1023 Application for Tax-Exempt Status, all Supporting Documents submitted with the 
form, and all documents that the IRS requires the organization to submit. Note: these documents 
are subject to the public disclosure regulations. 
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Trademark Registrations and Copyrights- Life of trademark – there is no legal retention 
requirement but should keep for the lifetime of the trademark plus applicable statute of 
limitations (6Y). 
Patents, Related Papers.   Life of patent + 6Y 
Deeds, Mortgages, Notes and Leases. 
Combined Registration Application. 

 
 
  
 
 



 1 

 
 
 
 
 
 
 

 
 

Disclose It: A Charitable Nonprofit’s 
Guide to Disclosure Requirements 

 

 

P.O. Box 292305 
Birmingham, Alabama 35229 

Tel: 205.879.4712    Fax: 205.879.4724 

www.alabamanonprofits.org 
 

©1998-2014, Maryland Association of Nonprofit Organizations, dba Standards for Excellence Institute, offered under licensing agreement through the Alabama Association of 
Nonprofits.   No part of these materials may be reproduced or transmitted in any form, or by any means, electronic or mechanical, including photocopying, recording, or by any 
other information storage retrieval system without written permission from the Standards for Excellence Institute of Maryland Association of Nonprofit Organizations and the 
Alabama Association of Nonprofits.  Nonprofits in the State of Alabama should contact the Alabama Association of Nonprofits at P.O. Box 292305, Birmingham, AL 35229, 
888-466-4777, www.alabamanonprofits.org.  Other organizations should contact the Standards for Excellence Institute at 1500 Union Avenue, Suite 2500, Baltimore, MD 
21211, phone: 410-727-1726, www.standardsforexcellenceinstitute.org. 
 



 2 

PREAMBLE  
America’s nonprofit sector serves the public interest and plays an essential role in our society and economy. Hard 
at work strengthening communities across the nation, nonprofits enrich our lives in a variety of ways by creating 
a broad array of benefits to society in fields such as charitable, religious, scientific, economic, health, cultural, 
civil rights, environment, and education.  
 
Public investment and confidence drive the success of nonprofit organizations.  Individuals, corporations, 
foundations, and federal, state, and local governments add value to the services that nonprofits provide by 
investing time, resources, and funds.   
 
The Standards for Excellence Institute aims to raise the level of accountability, transparency, and effectiveness of 
all nonprofit organizations to foster excellence and inspire trust.  The Standards for Excellence code (Standards, 
or code) provides a framework and step-by-step guidelines to achieve a well-managed and responsibly governed 
organization.  
 
The code builds upon the legal foundations of nonprofit management, governance, and operations to embrace 
fundamental values such as honesty, integrity, fairness, respect, trust, compassion, responsibility, and 
transparency.  The code consists of six Guiding Principles in 27 topic areas with specific performance 
benchmarks that characterize effective, ethical, and accountable organizations. The Institute helps the nonprofit 
sector operate in accordance with the Standards for Excellence code by providing educational resources, 
assistance, and a voluntary accreditation process.   
 
The Standards for Excellence Institute encourages all nonprofit organizations to adopt the Guiding Principles of 
the Standards for Excellence code. By implementing the performance benchmarks in the code, nonprofit 
organizations will meet the highest ethical standards for effective service in the public interest. 
 
STANDARDS FOR EXCELLENCE - GUIDING PRINCIPLES   
 
I.      MISSION, STRATEGY and EVALUATION 
Guiding Principle: Nonprofits are founded for the public good and operate to accomplish a stated purpose through 
specific program activities. A nonprofit should have a well-defined mission, and its programs should effectively 
and efficiently work toward achieving that mission. Nonprofits have an obligation to ensure program 
effectiveness and to devote the resources of the organization to achieving its stated purpose. 
 
II.     LEADERSHIP: BOARD, STAFF, and VOLUNTEERS 
Guiding Principle: Nonprofits depend upon effective leadership to successfully enact their missions and 
programs.  Effective leadership consists of a partnership between the board and management, each of which plays 
an essential role. Understanding and negotiating these shared and complex elements of leadership is essential to 
the organization’s success. A nonprofit's employees and volunteers are fundamental to its ability to achieve its 
mission. 
 
Board members are in a position of trust to ensure that resources are used to carry out the mission of the 
organization. An organization’s board leadership should consist of volunteers who are committed to the mission 
and who demonstrate an understanding of the community served. An effective nonprofit board should determine 
the mission of the organization, establish management policies and procedures, assure that adequate human and 
financial resources are available, and actively monitor the organization's allocation of resources to effectively and 
efficiently fulfill its mission.   
 
Nonprofits should also have executive leadership which carries out the day-to-day operations of the organization, 
ensures financial and organizational sustainability, and provides adequate information to the board of directors. 
An organization's human resource policies should address both paid employees and volunteers and should be fair, 
establish clear expectations, and provide meaningful and effective performance evaluation. 
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III.    LEGAL COMPLIANCE and ETHICS 
Guiding Principle: Nonprofits enjoy the public’s trust, and therefore must comply with a diverse array of legal 
and regulatory requirements.  Organizations should conduct periodic reviews to address regulatory and fiduciary 
concerns. One of a leadership’s fundamental responsibilities is to ensure that the organization governs and 
operates in an ethical and legal manner. Fostering exemplary conduct is one of the most effective means of 
developing internal and external trust as well as preventing misconduct.  Moreover, to honor the trust that the 
public has given them, nonprofits have an obligation to go beyond legal requirements and embrace the highest 
ethical practices. Nonprofit board, staff, and volunteers must act in the best interest of the organization, rather 
than in furtherance of personal interests or the interests of third parties. A nonprofit should have policies in place, 
and should routinely and systematically implement those policies, to prevent actual, potential, or perceived 
conflicts of interest.  Ethics and compliance reinforce each other. 
 
IV.     FINANCE AND OPERATIONS 
Guiding Principle: Nonprofits should have sound financial and operational systems in place and should ensure 
that accurate records are kept. The organization's financial and nonfinancial resources must be used in furtherance 
of tax-exempt purposes. Organizations should conduct periodic reviews to address accuracy and transparency of 
financial and operational reporting, and safeguards to protect the integrity of the reporting systems. 
 
V.      RESOURCE DEVELOPMENT 
Guiding Principle: The responsibility for resource development is shared by the board and staff.  Nonprofit 
organizations depend on an array of sources of financial support. An organization's resource development 
program should be maintained on a foundation of truthfulness and responsible stewardship. Its resource 
development policies should be consistent with its mission, compatible with its organizational capacity, and 
respectful of the interests of donors, prospective donors, and others providing resources to the organization. 
 
VI.     PUBLIC AWARENESS, ENGAGEMENT, and ADVOCACY 
Guiding Principle: Nonprofits should represent the interests of the people they serve through public education and 
public policy advocacy, as well as by encouraging board members, staff, volunteers, and stakeholders to 
participate in the public affairs of the community. When appropriate to advance the organization’s mission, 
nonprofits should engage in promoting public participation in community affairs and elections.  As such, they 
should communicate in an effective manner to educate, inform, and engage the public. 
 
 
ABOUT THE STANDARDS FOR EXCELLENCE INSTITUTE 
The Standards for Excellence Institute is a national initiative established to promote the highest standards of 
ethics and accountability in nonprofit governance, management and operations, and to facilitate adherence to 
those standards by all nonprofit organizations.  The Institute uses as a vehicle the Standards for Excellence 
program, a system of nonprofit sector industry self-regulation originated by the Maryland Association of 
Nonprofit Organizations and currently replicated by licensed partners in Alabama, Central Virginia, Colorado 
Springs, Delaware, Ohio, Oklahoma, and Pennsylvania. The program is also being offered to chapters of The Arc 
nationwide through The Arc of the United States, to the American Nurses Association, and to Catholic nonprofit 
organizations nationwide through the National Leadership Roundtable on Church Management. 
 
The centerpiece of the Institute’s program is the Standards for Excellence: An Ethics and Accountability Code for 
the Nonprofit Sector.  The Institute also makes available to member organizations a comprehensive system of 
educational tools to enable individual nonprofit organizations to improve their governance and management 
practices. Standards for Excellence accreditation is available to individual organizations through a rigorous peer 
review process in selected locations and nationwide through the Standards for Excellence Institute. 
 
For more information about joining the Standards for Excellence Institute or to obtain additional copies of the 
booklet or educational resource packets visit our website at www.standardsforexcellenceinstitute.org.  
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Disclose It: A Charitable Nonprofit’s Guide to 
Disclosure Requirements 

 
As the Standards for Excellence: An Ethics and Accountability Code for the Nonprofit Sector 
states: 
 
Nonprofits must be aware of and comply with all applicable federal, state, and local laws. This 
may include, but is not limited to complying with laws and regulations related to IRS filing 
requirements, governance, human resources, licensing, financial accountability, taxation, 
valuation of in-kind gifts,  unrelated business income, document retention and destruction, 
related entities, data security, accessibility, fundraising, lobbying, and advocacy. 
 
Nonprofits should have at least one designated representative who is responsible for ensuring 
that the organization is complying with both the letter and the spirit of federal and state laws 
that require disclosure of information to the public.  
 
 
 
Because nonprofits serve important public purposes, nonprofit organizations are granted 
exemption from most federal, state, and local taxes, and donors are granted a tax deduction for 
contributions to §501 (c)(3) charities. Along with these privileges comes the responsibility to 
provide details about their operations to members of the public. As the Standards for 
Excellence: An Ethics and Accountability Code for the Nonprofit Sector states, it is important 
for all nonprofits that all nonprofits comply with both the letter and the spirit of federal and 
state laws which require disclose of information to the public.   
 
This educational resource packet provides a summary of public disclosure requirements for 
charitable nonprofits including:   

• Proper registration for soliciting contributions; 
• Disclosure requirements in fundraising solicitations;  
• Disclosure requirements regarding the deductibility of donor contributions; 
• Disclosure requirements  in fundraising receipts and acknowledgements; 
• Disclosure requirements regarding financial documents that must be provided to a 

member of the public upon request; and  
• Disclosure information for contests, sweepstakes and promotions. 

 
 

Before You Solicit Contributions Be Sure Your Organization and The Fundraisers It 
Works With Are Properly Registered 

 
• §501(c)(3) status -- With a few exceptions, only contributions to nonprofits that have 

been designated as tax exempt under section §501(c)(3) of the Internal Revenue Code 
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are tax deductible as charitable contributions.  
• State registration under the Applicable State Laws – In many states, nonprofits that 

wish to solicit contributions in that state must register with the appropriate charity 
regulator in that state. In many cases, this regulator exists in the office of the Attorney 
General or Secretary of State.  For more information on the regulator for your state, 
you may wish to visit the website for the National Association of State Charity 
Officials at www.nasconet.org and click on US Charity Offices.  Another website that 
you might want to consult is www.multistatefiling.org which identifies the states that 
accept and do not accept the multi-state Uniform Registration Statement.  The site also 
has a section that details the law in each state and identifies what additional materials 
and information are required in each state. You are encouraged to confirm what you 
learn on these sites with each individual state regulator. 

 
In addition, some state charity regulators also regulate and require registration for professional 
solicitors and/or fundraising counsel.  You may wish to consult your state charity regulator for 
more information.   
 

• Proper registration for fundraising in other states -- If you solicit charitable 
contributions in multiple states, you may need to be registered in the more than one 
state.  Each state has its own requirements/thresholds/definitions for charitable 
solicitation registration.  See the websites listed above for more information. 

• Proper licensure for organizations soliciting gifts of automobiles -- A nonprofit that 
accepts gifts of automobiles may also be subject to additional state requirements, such 
as becoming properly licensed as an automobile dealer.  Please consult your state’s 
motor vehicle administration, charity regulator, and the Internal Revenue Service for 
more information about auto donations.  

 
DISCLOSURE REQUIREMENTS IN FUNDRAISING SOLICITATIONS 

 
Do you raise money through solicitations to support the mission of your organization?  For 
many charitable nonprofits, the answer to this question is a resounding YES, however, many 
nonprofits do not fully understand and follow the disclosure requirements for solicitations.  
These days, solicitations for charitable contributions take many forms: direct mail campaign 
letters, newspaper advertisements, personal letters from celebrities or board members, e-mail 
messages, etc.  
 

• Tell donors that you are recognized as tax exempt under section 501(c)(3) of the 
Internal Revenue Code.  Donations to nonprofits with §501(c)(3) tax exempt status are 
tax deductible as charitable contributions. 

 
To take the guesswork out for donors, it is advisable for nonprofits to include a 
statement like,  
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ABC Nonprofit is a §501(c)(3) nonprofit organization -- donations to which are 
tax deductible to the fullest extent allowed by law on all solicitations.1 

  
• Under some state laws, solicitations must also include a special disclosure 

statement notifying the public about the availability of current financial statements for 
the nonprofit or about the fact that registration does not imply an endorsement of the 
state agency for the nonprofits.  The disclosure statement itself can be stated in a 
variety of ways.   

 
Here is an example of a statement that includes the disclosure language for several 
different states in the US:   

 
A copy of our ABC Nonprofit’s last financial statement may be obtained by contacting:  
ABC Nonprofit, 123 Main Street, Any Town, Any State, xxxxx, xxx-xxx-xxxx. 
 

Many states have created their own requirements for disclosure language: 
 
ARKANSAS:  “The headquarters of this organization is located at (insert the address of the 
non-Arkansas headquarters).  The Arkansas address is that of a (insert either “mail drop box” 
or “mail-handling facility”) located in the state.” This special disclosure language is required 
of charitable organizations that solicit in the state, use an Arkansas address, including a return 
address, but does not maintain and staff an office at that address.   
 
DELAWARE: Any person soliciting a charitable contribution must disclose prior to making 
the solicitation his or her name and the name of the charitable organization. 
 
FLORIDA: “A COPY OF THE OFFICIAL REGISTRATION AND FINANCIAL 
INFORMATION MAY BE OBTAINED FROM THE DIVISION OF CONSUMER 
SERVICES BY CALLING, TOLL-FREE WITHIN THE STATE 800-HELP-FLA. 
REGISTRATION DOES NOT IMPLY ENDORSEMENT, APPROVAL, OR 
RECOMMENDATION BY THE STATE.”.  {FLORIDA REGISTRATION 
#}_____________.”   
 
GEORGIA: “A full and fair description of __________________ and its financial statement 
are available upon request at the address indicated above.”  
“At the time of solicitation, a charitable organization is required to disclose its name and 
location, and state that a full description of the charitable program and financial statement will 
be sent upon request.” 
 

                                                
1  Exceptionally generous donors may donate so much to charitable nonprofits that they reach the 
maximum threshold where they are not permitted to take deductions for all of their contributions.  It is the 
donor’s responsibility to make this determination.  Donors who do not itemize their income taxes 
generally cannot deduct charitable contributions from their taxes. 
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ILLINOIS: “Contracts and reports regarding _____________ are on file with the Illinois 
Attorney General.”  There are also special disclosure requirements in Illinois related to 
charitable organizations and the purposes for which they solicit contributions. There are 
additional special disclosure requirements related to those groups that spend considerable 
program services expenditures to inform or educate the public.   
 
IOWA: While there is no required language for a disclosure statement in Iowa, the 
organization is required to provide specific financial disclosure information upon request to 
individuals who request such information. 
 
A charitable organization must provide, upon request and without cost to the requesting party, 
financial disclosure information concerning contributions received and disbursements for the 
organization's last complete fiscal year, or, if the organization has not completed a full fiscal 
year, for its current fiscal year, to the person requesting the information within five days of the 
request. 
 
MAINE: While there is no required language for a disclosure statement in Maine, the 
organization is required to provide at the time of solicitation but prior to the request for 
contributions, the name and physical address of the charitable organization for which the 
solicitation is being conducted.  
 
MARYLAND: A copy of the current financial statement of ABC CHARITY is available by 
writing INSERT ADDRESS OF CHARITY or by calling INSERT CHARITY PHONE 
NUMBER.  Documents and information submitted under the Maryland Charitable 
Solicitations Act are also available, for the cost of postage’ and copies, from the Maryland 
Secretary of State, State House, Annapolis, Maryland 21401. 
 
The disclosure statement must be displayed conspicuously on a charitable solicitation and on a 
receipt for a charitable contribution. 
 
MICHIGAN: While there is no required disclosure language, the Michigan Attorney General 
strongly encourages including the group’s charitable registration number:  
  
 ABC CHARITY MISC #___________________.  
 
MINNESOTA:  While there is no specific disclosure statement, three items must be clearly 
disclosed on all written charitable solicitations: the name and location (city, state) of each 
organization on whose behalf the solicitation is made, tax deductibility, and a description of 
the charitable program for which the solicitation campaign is being carried out; and, if 
different, a description of the programs and activities of the organization generally. 
 
MISSISSIPPI: The following statement must be reproduced verbatim on written solicitations, 
confirmations, receipts and reminders of oral solicitations: 
 

The official registration and financial information of ABC CHARITY may be obtained 
from  the Mississippi Secretary of State's office by calling 1(888) 236-6167. 
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Registration by the Secretary of State does not imply endorsement by the Secretary of 
State. 

 
NEVADA: State law requires nonprofit corporations soliciting contributions (whether the 
contributions are tax deductible or not) to include a statement with the following information:  
 

ABC Charity (must be full legal name of charitable organization), a charitable 
nonprofit formed in Las Vegas, Nevada (or indicate the state and jurisdiction of the 
organization’s formation), solicits charitable contributions for the purpose of X (must 
insert the organization’s charitable purpose), donations to which are tax deductible to 
the fullest extent allowed by law. 

 
NEW JERSEY: The following disclosure must be "conspicuously printed" on any printed 
solicitation, written confirmation, receipt or written reminder of a contribution from an 
organization, independent paid fund raiser or solicitor: 
 
INFORMATION FILED BY ABC CHARITY WITH THE NEW JERSEY ATTORNEY 
GENERAL CONCERNING THIS CHARITABLE SOLICITATION AND THE 
PERCENTAGE OF CONTRIBUTIONS RECEIVED BY THE CHARITY DURING 
THE LAST REPORTING PERIOD THAT WERE DEDICATED TO THE 
CHARITABLE PURPOSE MAY BE OBTAINED FROM THE ATTORNEY 
GENERAL OF THE STATE OF NEW JERSEY BY CALLING  (973) 504-6215 AND IS 
AVAILABLE ON THE INTERNET 
http://www.njconsumeraffairs.gov/charity/chardir.htm.  REGISTRATION WITH THE 
ATTORNEY GENERAL DOES NOT IMPLY ENDORSEMENT.  
 
In addition, prior to soliciting any contribution in writing, a charitable organization, unless 
exempt from registration, and all independent paid fund raisers, commercial coventurers 
and solicitors shall clearly and conspicuously disclose the following: 

• The name of the individual making the solicitation; 
• The individual making the solicitation is a volunteer; and 
• The name of any fund raising counsel, independent paid fund raiser, or commercial 

coventurer employing the individual making the solicitation; and 
• The name of the charitable organization which will receive the contribution. 

 
NEW YORK: Any solicitation, by any means, including oral and written solicitations, by or 
on behalf of a registered charitable organization, must include: 

1. A statement that upon request, a person may obtain from the organization or from 
the attorney general, a copy of the last financial report filed by the organization 
with the attorney general. Such statement shall specify the address of the 
organization and the address of the attorney general, to which such request should 
be addressed and in the case of a written solicitation, must be placed conspicuously 
in the material with print no smaller than ten point bold face type or, alternatively, 
no smaller than the size print used for the most number of words in the statements.  
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2. A clear description of the programs and activities for which it has requested 
contributions or a statement that, upon request, a person may obtain from the 
organization such a description. 

3. If any charitable organization makes contributions to another organization which is 
not its affiliate, the solicitation must include a statement that such contributions 
have been made and that a list of all organizations which have received 
contributions during the past twelve months from the soliciting organization may 
be obtained from that organization provided, however, a united way, federated fund 
or incorporated community appeal, by or through which a donation is merely 
transferred to a charity selected by the donor, need not include such donor selected 
organizations in the list. The term “affiliate” includes any chapter, branch, 
auxiliary, or other subordinate unit of any registered charitable organization, 
howsoever designated, whose policies, fund raising activities, and expenditures are 
supervised or controlled by such parent organization. 

 
The written disclosure must be placed conspicuously in the materials with print no smaller 
than 10 point bold face type or, alternatively, no smaller than the size print used for the most 
number of words in the solicitation. 
 
NORTH CAROLINA: A charitable organization soliciting in this State must include all of 
the following disclosures at the point of solicitation: 

1. The name of the charitable organization and state of the principal place of business 
of the charitable organization or sponsor. 

2. A description of the purpose for which the solicitation is being made. 
 
Every charitable organization that is required to obtain a license to solicit contributions must 
conspicuously display in type of a minimum size nine points, the following statement on every 
printed solicitation, written confirmation, receipt, or reminder of a contribution: 
 
"Financial information about this organization and a copy of its license are available from the 
State Solicitation Licensing Branch at 1-888-830-4989 (within North Carolina) or (919) 807-
2214 (outside of North Carolina). The license is not an endorsement by the State." 
 
The statement must be made conspicuous by use of one or more of the following: underlining, 
a border, or bold type. When the solicitation consists of more than one piece, the statement 
must be displayed prominently in the solicitation materials, but not necessarily on every page. 
 
OHIO:  While there is no specific disclosure statement, soliciting organizations must disclose 
the name of the organization, and principle business location (city), and if the charitable 
organization has not received a determination letter from the internal revenue service that is 
currently in effect, stating  that the organization is exempt from federal income taxation under 
section 501(a) and described in section 501(c)(3) of the Internal Revenue Code, the particular 
charitable purpose or purposes to be advanced with the funds raised. 
 
OREGON: “The headquarters of this organization is located at (insert the address of the non-
Oregon headquarters).  The Oregon address is that of a (insert either “mail drop box” or “mail-
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handling facility”) located in the state.” This special disclosure language is required of 
charitable organizations that solicit in the state, use an Oregon address, including a return 
address, but do not maintain and staff an office at that address.   
 
In addition, the state requires that any time a written solicitation mentions the organization’s or 
solicitor’s registration or filing should be followed by a statement that registration does not 
indicate endorsement, sanction, or approval of the solicitation or the organization.  
 
PENNSYLVANIA: A charitable organization soliciting in Pennsylvania shall include all of 
the following disclosures at the point of solicitation:  

1. Its legal name as registered with the department and location and, if different, the legal 
name and address of the charitable organization as registered with the department on 
whose behalf the solicitation is being conducted. Any use of a project or program name 
in a solicitation must be immediately followed by a disclosure of the legal name of the 
charitable organization as registered. 

2. If requested, the name and address or telephone number of a representative to whom 
inquiries could be addressed.   

3. A full and fair description of the charitable purpose or purposes for which the 
solicitation is being made, and a source from which written information is available. 

4. If requested, the source from which a financial statement may be obtained. Such 
financial statement shall be consistent with the annual financial report requested under 
section 5 and shall disclose assets, liabilities, fund balances, revenue and expenses for 
the preceding fiscal year. Expenses shall be separated into program services, 
administrative costs and fundraising costs. 

 
The following must also be reproduced verbatim and "conspicuously printed" in any 
solicitation materials, including any written confirmation, receipt, and reminder of a 
contribution: 
 
“The official registration and financial information of [legal name of the charity as registered 
with the department] may be obtained from the Pennsylvania Department of State by calling 
toll-free, within Pennsylvania, 1-800-732-0999. Registration does not imply endorsement.” 
 
RHODE ISLAND: While there is no specific disclosure statement, written solicitations must 
include a description of the programs and activities or must include a note that, upon written 
request, a person may obtain such a description from the organization. In addition, any written 
solicitation must whether or not contributions are deductible for federal income tax purposes.  
These requirements must be satisfied by written notice to the donor or prospective donor once 
during the solicitation process (which includes the confirmation/receipt step).    
 
In addition, in Rhode Island, specific information or a notice of the availability of such 
information about other organizations (other than defined affiliates) that have received 
contributions from the nonprofit in the most recently completed fiscal year is required. 
Exemptions exist for United Ways, federated funds or incorporated community appeals. 
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VIRGINIA: Every charitable organization, required to be registered, soliciting contributions 
from prospective contributors, shall disclose to the potential donor contemporaneously at the 
point of a written request or on a written receipt for donations made in response to an oral 
request that a financial statement is available from the State Office of Consumer Affairs in the 
Department of Agriculture and Consumer Services, P.O. Box 1163, Richmond, VA 23218. 
 
WASHINGTON:  A charitable organization that directly solicits contributions from the 
public in this state must make the following clear and conspicuous disclosures at the point of 
solicitation: 

1. The name of the individual making the solicitation; and 
2. The identity of the charitable organization and the city of the principal place of 

business of the charitable organization. 
In the case of a solicitation by advertisement or mass distribution, including posters, leaflets, 
automatic dialing machines, publication, and audio or video broadcasts, it must be clearly and 
conspicuously disclosed in the body of the solicitation material that: The potential donor can 
obtain additional financial disclosure information from the office of the Secretary of State at 1-
800-332-4483 
 
WEST VIRGINIA:  All registered charitable organizations are required to disclose in 
writing:  

1. The name of a representative of the charitable organization to whom inquiries can 
be made;  

2. The name of the charitable organization;  
3. The purpose of the solicitation;  
4. A clear description of programs for which funds are requested and the source from 

which written information is available; and  
5. The number of the raffle, bingo or other such state permit used for fund raising. If 

the organization only has a general state charitable solicitation license and not a 
raffle, bingo or other such state fundraising permit, no registration number is 
assigned, and this disclosure is not applicable.  

 
The following printed statement is also required: 
“West Virginia residents may obtain a summary of the registration and financial documents 
from the Secretary of State, State Capitol, Charleston, WV 25305. Registration does not imply 
endorsement.” 
 
The disclosure statement must be conspicuously displayed on any written or printed 
solicitation. When the solicitation consists of more than one piece, “the statement must be 
displayed on a prominent part of the solicitation materials.” 
 
WISCONSIN: While there is no specific required disclosure statement, situations where 
unpaid solicitors seek contributions for charitable organizations (that fall into the group of 
charitable organizations that must be registered), need to state the following details before 
accepting contributions:  name and location of organization, that a financial statement of the 
charitable organization (including assets, liabilities, fund balances, revenue and expenses for 
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the preceding fiscal year)  will be provided to the person upon request; and  a clear description 
of the primary charitable purpose for which the solicitation is made. 
 
In addition to these disclosure requirements, certain states have special disclosure requirements 
for nonprofits working with police, fire fighters, other public safety, and/or veterans. Some 
states, like California, have specific disclosure requirements for nonprofits that utilize paid 
solicitors. Likewise, Minnesota requires name, address, and a statement about the deductibility 
of the contribution, and a description of the specific charitable program or the general 
programs of the organization. Delaware requires that anyone soliciting must disclose  
the name of the charitable organization in advance of the solicitation.    
 
Many states (such as North Carolina and Pennsylvania to name just a few) have very specific 
rules about the size of the font, the manner in which the disclosure statement should appear 
and the way that the organization and the use of the solicited funds should be used. 
 
Other helpful resources on the subject: Nonprofit Fundraising Registration: The 50 State 
Guide, NOLO Press, Stephen Fishman and Ronald J. Barrett 50 State Charity Registration 
Guide (2012) and Perlman + Perlman LLC Attorneys at Law, www.perlmanandperlman.com. 
 

• Disclosure of value of items provided to donors -- You are required by law to 
disclose the fair market value of goods or services provided to donors in return for gifts 
of $75 and over.  For example, in an invitation to an annual dinner dance, you must 
disclose the fair market value of the dinner and entertainment. 

 
Sample Text for Solicitation for Tickets to Annual Dinner Dance: 
 
The ticket price for the event is $150.  For tax purposes, only $100 is tax-deductible.  The 
balance of $50 represents the fair market value of the food and entertainment for the 
event.  
 
For more information about determining the deductibility of contributions and determining the 
fair market value of goods and services given in return for contributions, see the next section 
entitled, DISCLOSE TO DONORS HOW MUCH OF THEIR CONTRIBUTIONS ARE 
DEDUCTIBLE.   
 

• Disclosure statements should be conspicuous -- If you need a magnifying glass to 
read the disclosure statements, they are NOT conspicuous.  While there are no hard and 
fast rules about what is or is not conspicuous, you should certainly think twice if your 
disclosure statements are smaller than 10-point type.  Whether the disclosure statement 
is conspicuous depends upon many circumstances (i.e., the size of the type, placement 
on the page, etc.)  You should consider if the disclosure statement is likely to be 
noticed, read, and understood by a person casually reading the solicitation.     
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Disclose To Donors How Much Of Their Contributions Are Deductible 
 
Does your organization hold a special event where dinner or entertainment is provided?  Do 
you give contributors a subscription to a magazine or promotional merchandise (a mug, book, 
etc.)? Do you provide donors with membership benefits in return for a contribution?  If so, 
your organization needs to be familiar with the IRS rules that apply when donors receive 
something in exchange for their contribution. You should know the following: 
 

• The IRS presumes that donations are not tax-deductible -- The IRS requires 
taxpayers to prove that the amount they pay exceeds the fair market value of the food, 
entertainment, merchandise, or other goods and/or services that the donor receives.  
You should NOT state in solicitation materials, catalogs, or tickets that the donor’s 
payment is tax-deductible if the donor is receiving something of value in exchange for 
the contribution.   

• The IRS is clamping down on organizations which do not follow the disclosure 
requirements --  A law enacted by Congress in 1993 establishes strict rules governing 
the sale of tickets for special events, the sale of auction items, and other situations 
where the donor is receiving something of value in return for his/her donation.  After 
years of advising charities that they should tell donors that some portion of the ticket 
price is not tax deductible, and years of frustration in watching frequent and flagrant 
violations of this rule, the IRS is clamping down.  

 
VIOLATIONS:  The penalties for violating these requirements can be severe.  A charity 
may be assessed a penalty of $10 per contribution, up to a maximum of $5,000 per 
fundraising event. 

 
• Disclosure of deductibility when donors receive something in return for 

contributions -- The 1993 law applies to any contribution over $75, where donor is 
receiving something of value in return.  In these cases, the charity must tell the donor 
that the only portion of the contribution that is tax deductible is the amount that 
exceeds the fair market value of whatever the donor received in return. The charity 
must also provide the donor with an estimate of the fair market value for the goods or 
services provided to the donor.  For example, if you sponsor a gala for which tickets 
are $100 and where food and entertainment with a fair market value of $50 is provided, 
you must include on the solicitation materials a statement to the effect that only $50 of 
the ticket price is tax deductible, and that the fair market value of admission to the 
event (including the food and entertainment) is $50. 

• Determining fair market value -- If the fair market value of the food, entertainment, 
merchandise or other goods or services is equal to or greater than the cost of the ticket 
or amount of the contribution, then no portion of the contribution is deductible.  If this 
is the case, you should state on the ticket, or in the catalog or solicitation materials that 
the ticket price or donation is NOT tax-deductible. 

 
Fair market value is the retail value of the goods or services to the donor.  It is not the 
wholesale value or wholesale cost, nor is it affected by whether or not the charity received 
any of the goods or services as donations.  The charity must provide the donor with a good 
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faith estimate of the fair market value of the goods or services that were provided.  The 
IRS will accept the charity’s estimate of value provided it is based on some reasonable 
methodology.  You should retain records demonstrating how you determined the fair 
market value of such items. 

 
Although these mandatory requirements for fundraising solicitations are only applicable to 
payments over $75, it would be a good idea to adopt these procedures regardless of the 
amount involved. 
• Giving items of insubstantial value to donors -- The full amount of the payment may 

be tax-deductible if the item you provide to the donor is of insubstantial market value.  
The IRS considers the benefit to the donor insubstantial if: 

 
(a)  the fair market value of what the donor receives is less than either 2% of the 
amount of the contribution or $105 for 2015, whichever is less; or 
 
 (b)  the amount of the contribution exceeded $52.50 or more, the benefits received 
by the donor are token items that include the logo or name of the organization, and 
the cost of the token item was less than $10.50 (for 2015). 

• No deductibility for raffle tickets -- Payments for raffle tickets, lottery tickets, or 
door prize tickets are not tax-deductible.  

• When the donor refuses items of value -- The donor may deduct the full value of the 
charitable contribution by refusing the goods or services offered.  For instance, in 
situations where the donation includes tickets to an event, if the donor returns the 
tickets to the organization for resale, the donor can deduct the full amount paid for the 
ticket.  Merely not using the goods or services provided (e.g. not using the dinner 
tickets) is not enough. 

 
Deductibility and Charitable Auctions 

Regulations also clarify the legal procedures for charitable auctions.  The regulations make 
clear that the charity must make a good faith estimate of the fair market value of the items to 
be auctioned.  Successful bidders must then be told that only the portion of their payment that 
exceeds the fair market value is deductible as a charitable contribution. 

• Good faith estimates of auctioned goods or services -- When making a good faith 
estimate of the value of goods or services provided to a donor (at an auction or 
otherwise), the regulations provide that any reasonable methodology will suffice.  
Assigning a value that is within the range of typical retail prices is acceptable, even if 
the charity chooses the lower end of the price range.  When the goods or services are 
unique, the estimate of fair market value may be made based upon the fair market 
values of similar merchandise or services.  You should retain records demonstrating 
how you determined the fair market value of such items. 

 
Deductibility and Membership Benefits 

Annual membership benefits offered to a donor for a payment of $75 or less per year may be 
disregarded if the benefits are rights or privileges that can be exercised frequently during the 
membership period (i.e., free parking or discounted admission to organization’s facilities, free 
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or discounted parking, preferred access to goods or services, discounts on purchases of goods 
or services). 

• Disregarding free admission in the deductibility equation --  Free admission to an 
event may also be disregarded, provided that the event is open only to members and 
cost (excluding allocable overhead) for the event is no more than $10.50 per person in 
2015.  

• Do not disregard admission to a series or limited number of performances in the 
deductibility equation -- It is important to emphasize that in order to be disregarded, 
the membership benefits must be capable of being exercised frequently. Thus, a 
membership benefit package that grants the donor the right to visit a museum, zoo, 
gallery or other facility on a daily or weekly basis will qualify.  A membership that 
allows a donor to attend some or all of a limited number of performances (e.g., a series 
of four performances during a theater season) will not satisfy the frequency 
requirement. 

• Newsletters generally disregarded in the deductibility equation -- A newsletter sent 
to members or contributors may generally be disregarded, provided it is not of 
commercial quality. 

• Special considerations for organizations with levels of membership -- Finally, for 
organizations that offer levels of membership benefits which vary according to the 
amount contributed, benefits for membership categories that cost $75 or less can be 
disregarded when a part of a higher cost membership benefit package.  However, the 
benefits disregarded must be identical to those involved in the less expensive 
membership category.   

Example:  Museum Offering a Membership Category over $75 and  
Membership Category under $75 
 
A museum offers two membership categories, Bronze membership (at a cost of 
$60/year), and Silver membership (at a cost of $200/year).  Membership 
benefits consist of free admissions, free parking and gift shop discounts for 
Bronze members and free parking, gift shop discounts for goods and services, 
and special commemorative silver bowls (valued at $35) for Silver members.  
For donors contributing $60, free admissions, free parking and gift shop 
discount are disregarded and the entire $60 is a tax-deductible contribution.  
For donors contributing $200, free admissions, free parking and gift shop 
discount are disregarded.  However, the silver bowl may not be disregarded.  
Thus, the museum must notify the donor that only $165 of the $200 
contribution is deductible. 

 
Benefits Provided to Employees of Corporate Contributors 

Sometimes a charity may provide membership benefits or other goods/services to the 
employees of a corporate contributor.  Here, too, benefits that would be disregarded if 
provided to an individual contributor may also be disregarded if provided to employees of a 
contributor.  Moreover, in this situation, the charity may merely provide a description of the 
goods/services offered to the employees of the corporate donor and is not required to make a 
good faith estimate of the fair market value. 
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Benefits Provided on the Basis of a Matched Contribution 
Many employers have programs to match contributions made by their employees.  In some 
cases, the employee-donor may be eligible to receive goods or services in return - based on the 
total amount contributed by both employee and employer.  When goods or services are 
provided to an employee in exchange for a matched contribution, the benefits received by the 
employee will affect the deductibility of the employee’s contribution only.  The benefits, 
however, will not reduce the deductibility of the employer’s deductible charitable contribution.  
Receipts or notices given to employees or employers in this situation should reflect their own 
contribution, any benefits received by each, and the value of such benefits. 
 

Example:  Matching Contributions 
An employee makes a $500 contribution to a charity; it is then matched by 
his/her employer with an additional $500.  The charity provides the employee 
with goods/services based on the combined contribution of $1,000 and does not 
provide any additional benefit to the employer.  The receipt given to the 
employee must include:  the amount of the employee’s contribution, a 
description of the goods/services provided, and the organization’s good faith 
estimate of the fair market value of the benefit received.  The receipt provided 
to the employer for the matched payment must list that no good or service was 
provided to the employer in consideration of its $500 contribution. 

 
 
Disclosure Requirements in Fundraising Receipts/Acknowledgments 
 
Do you issue receipts for contributions?  Donors who itemize their taxes and wish to claim a 
deduction for a cash contribution must have a bank record (cancelled check or bank statement) 
or written communication from the charity (receipt or other acknowledgement).  There is no 
minimum threshold on the amount of the gift that requires written substantiation as in the past.  
This new law is in effect for all contributions made in tax years beginning August 17, 2006 
and later.   
 
 
For contributions of $250 or more, however, a cancelled check or bank statement alone is not 
enough.  For these larger donation amounts a receipt or written acknowledgment from the 
charity is required.  The law does not specify any particular form for the receipt, but certainly 
the document should include the name and address of the donor, and the amount of the 
donation.  Many nonprofits issue receipts in the form of acknowledgment or thank you letters.   
In 2002, the IRS began accepting electronic receipts as a valid method to acknowledge a gift to 
a public charity. 
 

• In many states, all receipts should include the disclosure statement as outlined in 
that state’s charitable solicitation law – Again, consult the state agency that 
regulates charities for more information. 

• Issue receipts where the donor does not receive anything of value in return for 
his/her contribution. 
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Sample Text to be Included in Receipt/Letter Acknowledging donation of $250 or 
more where the donor does not receive anything of value in return for his/her 
contribution:  
 
Thank you for your contribution of $250 on [date].  You should retain this 
receipt/letter in your records for tax purposes.  As you may be aware, the IRS 
no longer will accept a canceled check as substantiation of a charitable 
contribution of $250 or more.   
[Select one]:  

 
This letter further serves to verify that you did not receive anything of 
value in exchange for your contribution.  Therefore, the entire amount 
of your donation is tax-deductible.     

 
  OR 

 
This letter further serves to verify that the items you received in 
exchange for your donation were insubstantial under IRS guidelines.  
Therefore, the entire amount of your donation is tax-deductible. 

 
The full amount of the donations may be tax-deductible if the item you provide to 
the donor is considered to be of insubstantial market value.  See the previous 
section, DISCLOSE TO DONORS HOW MUCH OF THEIR CONTRIBUTIONS 
ARE DEDUCTIBLE for more information on gifts of insubstantial value. 

• Issue receipts where the donor gives a non-cash or in-kind donation -- Many 
nonprofits solicit and receive in-kind gifts each year.  Some examples include: 
computer equipment, furniture, cars, and clothing.  In tax years beginning after August 
17, 2006 or later, donors are generally only able to take a deduction for charitable 
contributions of clothing or household items if they are in good used condition or 
better.  Donation of a single item of clothing or household property that is not in good 
used condition or better is only allowed if the claimed value is $500 or more and the 
value is substantiated by an appraisal from a qualified appraiser. 

 
A receipt is required for non-cash donations with a value estimated to be $250 or more.  
While not required, if the value of the in-kind gifts have an estimated value of less than 
$250, it is a good idea to provide a receipt or acknowledgment anyway so that the donor 
has some proof that the gift was given.  However, it is advisable to prepare a receipt that 
merely describes the donated property instead of attempting to place a value on it.  The 
donor is responsible for valuing the property him/herself.   

 
Sample Text for Receipt/Letter Acknowledging donation of non-cash or in-kind 
donation  
Thank you for your donation of a Hewlett Packard Desk Jet 500 printer. The 
Internal Revenue Code prohibits our organization from placing a value on 
your donated gift.  ABC Nonprofit is a §501(c)(3) tax-exempt organization.  No 
goods or services were provided by ABC Nonprofit in return for the 
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contribution.  Your contribution is deductible to the fullest extent allowed by 
law.  You should retain this receipt for tax purposes. 
 

When a donor wishes to take a tax deduction for noncash gifts when the value for all of the 
noncash gifts is more than $500 (i.e., household items, artwork, automobile, car, etc.), the 
donor must file IRS Form 8283.  In certain cases, the donor also needs to get a qualified 
appraisal.2  Then, if the organization sells all or part of the donated good (worth more than 
$5,000) within three years, the organization must report its sale on IRS Form 8282 (Donee 
Information Form) and must give a copy of the Form to the donor as well. 
• Issue receipts where the donor receives goods or services --  When an organization 

provides donors with goods or services in return for contributions, the organization 
should first determine whether a receipt is required.  First a charity should subtract the 
value of any goods or services that were provided to the donor from the amount of the 
donation.  For example, if a donor made a gift of $275 and in exchange received goods 
or services valued at $50, then the deductible portion of the gift is only $225 and the 
receipt requirement is not triggered.  That said, it is helpful to donors to provide a 
receipt that outlines the deductibility of a gift even when not legally mandated.  See the 
previous section, DISCLOSE TO DONORS HOW MUCH OF THEIR 
CONTRIBUTION IS DEDUCTIBLE for more information. 

 
Sample Text for Receipt/Letter Acknowledging donations where the donor receives 
something of value in return for his/her contribution: 
Thank you for your donation of $300.00 for the ABC Nonprofit’s Annual Gala 
Celebration. ABC Nonprofit is a §501(c)(3) tax-exempt organization. This 
letter further serves to verify that you received dinner and entertainment, 
which had a fair market value of $70.00.  Therefore, only $230.00 of your 
donation is tax-deductible). 

 
• Substantiate contributions made by payroll deductions -- Special procedures for 

substantiating charitable contributions are applicable when a contribution is made 
through a workplace campaign.  When contributions are withheld from a taxpayer’s 
wages and payment is made by the taxpayer’s employer to a charitable organization, 
substantiation of the contribution can be made through a combination of two 
documents: 

 
(1)  a pay stub, Form W-2, or other document furnished by the taxpayer’s 

employer that documents the amount withheld from the taxpayer’s wages,   
AND 

 
(2)  a pledge card or other document (receipt/letter) prepared by the organization 
that states the organization did not provide any goods or services as whole or 
partial consideration for any contributions made by payroll deduction.  (The donor 
did not receive anything of value for their contribution.) 

                                                
2 In the cases of donations of automobiles, boats, or planes, there are additional restrictions and requirements. See IRS 
Publication 526 for more information. 
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NOTE:  Each payment made by payroll deduction is treated as a separate payment for 
purposes of applying the $250 threshold. 

 
 
Sponsorships and Taxable Advertisements 
One popular fundraising strategy is recruiting corporate sponsors for events, programs, 
websites, and publications.  Oftentimes, individuals and companies that are sponsors receive 
acknowledgment in a program booklet, auction listing, on a website, or other type of signage.  
The National Council of Nonprofits defines corporate sponsorships as “the financial payment 
by a business to a nonprofit to further the nonprofit’s mission, that is generally accompanied 
by an acknowledgment that the business has supported the nonprofit's activities, programs, or 
special event.”3 , This acknowledgement can create corporate identification with the charitable 
organization and charitable activity.  If the nonprofit wishes for its sponsors to be in a position 
to deduct monies paid for sponsorships as charitable contributions, the nonprofit should take 
care to ensure that the acknowledgement provided meets the definition of a qualified 
sponsorship payment rather than a fee for  advertising space.   
 
Sale of advertising space for the purchaser’s commercial benefit is considered commercial 
activity (This is deemed taxable by the IRS.  Many organizations favor qualified sponsorships 
over advertising because advertisement income is considered unrelated business income (and 
can trigger tax liability for the nonprofit) and fees to purchase ads are not deductible as 
charitable contributions. )  Nonprofits  pay taxes on unrelated business income, which is 
defined by three primary items:  (1) the income must be derived from a trade or business, (2) 
the trade or business must be “regularly carried on” by the organization, and (3) the business 
must not be substantially related to the organization’s performance of its exempt function.4  
Exceptions and exclusions to this definition are also defined.  
 
Qualified sponsorship payments are generally considered charitable tax deductible 
contributions for the donors and fall outside the definition of taxable income for the nonprofit.   
In order to be defined as a qualified sponsorship payment, the payment must be made without 
an expectation of return benefit commensurate with the amount of the payment made to the 
nonprofit.  Merely listing or recognizing the names of supporters is not considered advertising 
activity and does not trigger unrelated business income tax. 
 
If you are developing or enhancing an existing corporate sponsorship program and wish to 
avoid tax liabilities of ad sales, keep the following in mind: 

• The sponsorship space may include the sponsor’s name, logo, phone number, list of 
locations, and internet address (the internet address should be “single static internet 
website link that takes a viewer only to the sponsor’s home page -  not to a page 
where a product or service is sold”)  

• The sponsorship space may provide “value neutral displays” of a sponsor’s 
products and/or services.   

                                                
3 National Council of Nonprofits Corporate Sponsorship Toolkit, www.councilofnonprofits.org. 
4 Corporate Sponsorship Income, IRS EO CPE Text by Gioia Ligos and Russlyn Guritz, 1994. 
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• Distribution of free samples of a sponsor’s products are also permissible. 
• Comparative language about the sponsor’s product should be avoided.   
• The nonprofit should avoid endorsing the product and/or service.5 

 
On the other hand, taxable advertising can include qualitative and comparative language, 
pricing information, information about savings or value, and an endorsement to purchase, sell 
or use a corporation, a service, a product, or a facility. Taxable advertising can also include a 
link to a sponsor’s website where products are sold. 6  

 
Disclosure Requirements Regarding Financial Documents That Must Be Provided To a 
Member of the Public Upon Request 
Federal tax documents must be available for inspection by the public -- The following 
federal tax documents should be available for inspection, upon request during normal business 
hours, at your principal office and any regional or district office with three or more full-time 
employees (or the part-time equivalent).   The Taxpayer’s Bill of Rights enacted in 1996, also 
requires that you honor in-person or written requests for copies of these documents. 
 

• The annual federal tax return, form 990, for the preceding three years.  The copy 
available for public inspection should include all attachments, schedules, and the form 
990-T, the Exempt Organization Business Income Tax Return (for form 990-Ts filed 
after August 17, 2006), except you may omit: lists of names and addresses of 
contributors.   

• The original application for tax exempt status, form 1023, 1023-EZ, or 1024, with all 
materials submitted in support of the application. 

• The IRS’s determination letter issued in response to your application for tax exempt 
status, or any IRS letters issued in response to your annual tax return. 

 
When providing public access to these federal tax documents: 
 

• Documents must be provided free of charge, except that you may charge a reasonable 
fee for reproduction and mailing costs.  You MAY charge $1.00 for the first page and 
$0.15 for each additional page of copying. 

 
• You MAY NOT require the person making the request to tell you the reason they want 

to see the materials. 
 
While there is a limited exception to the requirement that you have the materials available at 
regional and branch offices, we recommend you have the materials available at any site with 
three or more full-time equivalent employees. 
 

                                                
5 National Council of Nonprofits, Tax Treatment of Income Received from Corporate Sponsorships, 
http://www.councilofnonprofits.org/resources/resources-topic/fundraising/corporate-sponsorship  
6 Corporate Sponsorship or Charitable Advertising, Charity8 Lawyer, Daily Dose of Nonprofit Law, 
http://charitylawyerblog.com/2011/05/20/corporate-sponsorship-or-taxable-advertising/#ixzz3POvrtgBE 
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Some states also have public disclosure requirements for nonprofits’ financial 
documents.  Consult your state’s charity regulatory authority for more information. 
 
 
Detailed Disclosures Are Required For Contests, Sweepstakes And Promotions 
Any fundraising program involving a contest, sweepstakes, or promotion for which a prize, or 
a chance to win a prize, is offered in exchange for a contribution will trigger an additional set 
of disclosure requirements. Because raffle tickets, lottery tickets, and contest entry fees are not 
deductible as charitable contributions, nonprofits should take care to avoid referring to the 
price of a raffle ticket as a donation or a contribution. Charities offering raffles or other games 
of chance should contact the appropriate local jurisdiction to obtain permits and learn about 
restrictions for such activities under specific local laws.   
 
Selected Resources for Disclosures 
 
Websites 
 
Charitable Contributions Substantiation and Disclosure Requirements, IRS Publication 1771, 
http://www.irs.gov/pub/irs-pdf/p1771.pdf  
 
Charitable Contributions, IRS Publication 526, http://www.irs.gov/pub/irs-pdf/p526.pdf 
 
A Charity’s Guide to Vehicle Donations, IRS Publication 4302, http://www.irs.gov/pub/irs-
pdf/p4302.pdf  
 
National Council of Nonprofits Corporate Sponsorship Toolkit, 
http://www.councilofnonprofits.org/resources/resources-type/toolkits/corporate-sponsorship-
toolkit  
 
National Council of Nonprofits Treatment of Income Received from Corporate Sponsorship, 
http://www.councilofnonprofits.org/resources/resources-topic/fundraising/corporate-
sponsorship  
 
National Council of Nonprofits Treatment of Income Received from Corporate Sponsorship, 
http://www.councilofnonprofits.org/resources/resources-topic/fundraising/corporate-
sponsorship  
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Attachment A 
 

 

 

Maryland Specific Disclosure Requirements 

©1997-2015 Maryland Association of Nonprofit Organizations 
 

State Registration under the Maryland Charitable Solicitations Act -- In general, every 
nonprofit that solicits charitable contributions in Maryland must register with the Secretary of 
State of Maryland by filing  form COR-92 and submitting the appropriate corporate documents 
and payment.7  Registration is effective on receipt of a registration letter (confirmation) from 
the Secretary of State, or 10 business days after filing the registration statement if there is no 
response from the Secretary’s office.  There are several types of nonprofits exempted from full 
registration that are still required to file an exempt fundraising notice prior to soliciting 
charitable contributions.  For example, organizations that do not receive more than $25,000 in 
charitable contributions in a year are not required to register with the Secretary of State, but 
are required to file an exempt fundraising notice with the Secretary of State’s office.  A few 
types of nonprofits are exempt from registering with the Secretary of State’s office.  Call 
Maryland Nonprofits to learn more about these exempt groups. 
 

If your organization employs a professional solicitor or a fundraising counsel, they too must be 
properly registered with the Secretary of State.   You may contact Maryland Nonprofits or the 
Secretary of State’s office if you have questions about your registration or the registration of 
those with whom you contract to provide fundraising services (www.sos.state.md.us or 410-
974-5521.). 

Under Maryland law, all solicitations in the state must include a Secretary of State 
disclosure statement notifying the public that current financial statements for the nonprofit 

                                                
7A charitable contribution is considered a contribution made on a representation that it 

will be used for a charitable purpose-including money, property, or services.  (Unsolicited gifts, 
corporate or foundation grants, government grants, membership dues, or payment for property sold 
or services are not considered charitable contributions.) 
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are available upon request by contacting the organization or the Secretary of State’s office.  
The disclosure statement itself can be stated in a variety of ways.   
 

Sample statement that should be included on all fundraising communications (including 
solicitations, pledge cards, and receipts):  

A copy of our current financial statement is available upon request by contacting 
(name of organization) at (address and telephone number of organization). 
Documents and information submitted to the State of Maryland under the Maryland 
Charitable Solicitations Act are available from the Office of the Secretary of State for the 
cost of copying and postage." 
 

The only exception to this disclosure requirement is that it does not apply to solicitations by 
accredited schools, colleges or universities to students, former students, parents of students or 
former students, board members and staff.  Despite this exception, it is advisable to include the 
disclosure statement on all solicitations. 

• All receipts should include the Secretary of State’s disclosure statement -- 
Under Maryland law, all receipts in the state must include a Secretary of State 
disclosure statement notifying the public that current financial statements for the 
nonprofit are available upon request by contacting the organization or the Secretary 
of State’s office.  The disclosure statement itself can be stated in a variety of ways.   

 

Sample statement that should be included on all fundraising communications (including 
solicitations, pledge cards, and receipts):  

A copy of our current financial statement is available upon request by contacting 
(name of organization) at (address and telephone number of organization). 
Documents and information submitted to the State of Maryland under the Maryland 
Charitable Solicitations Act are available from the Office of the Secretary of State for the 
cost of copying and postage." 
 

DISCLOSURE REQUIREMENTS REGARDING FINANCIAL DOCUMENTS 
THAT MUST BE PROVIDED TO A MEMBER OF THE PUBLIC UPON 
REQUEST 

State of Maryland Public Disclosure Requirements for Financial Documents 

When a person, donor or otherwise, requests a copy of your organization’s Financial 
Statement, you must forward it (within 30 days) after the request is made.  The Financial 
Statement must, at a minimum, include:  
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• The name, address and telephone number of your organization; 

• The amount of total revenue, and the amount of total revenue received from charitable 
contributions, 

• The amounts and percentages of total revenue that were used during the preceding 
fiscal year for management and general expenses, fundraising expenses, and program 
services.  For new organizations, an estimate will suffice. 

• If your organization is registered with the Secretary of State’s office, a statement that 
you are registered with the added qualification that registration is not and does not 
imply endorsement of any solicitation by the Secretary of State. 

 

Your organization’s Annual Report should include all of this information and can be used to 
meet this requirement. 

 

 

 

 
 



Form   4506-A
(Rev. December 2011)

Department of the Treasury  
Internal Revenue Service 

Request for Public Inspection or Copy 
of Exempt or Political Organization IRS Form

  Type or print clearly. Request may be rejected if the form is incomplete or illegible.

OMB No. 1545-0495

You may not have to complete Form 4506-A to get the copies you need. 

• Internet. Form 8871, Political Organization Notice of Section 527 Status, and Form 8872, Political Organization Report of Contributions and 
Expenditures, are available for inspection and printing from the Internet. The website address for both forms is www.irs.gov/polorgs.  

• Public disclosure by the organization. Exempt or political organizations must make their returns, reports, notices, and exempt applications 
available for public inspection. You can visit the organization to inspect the material instead of requesting it from the IRS. The organization may be 
able to mail the copies to you. 

1 Exempt or political organization. If a multiple request, please attach list of names, forms, and tax years. 
Name Employer identification number 

Address 

City or town, state, and ZIP code 

2 Requester 
Name Contact person 

Address Phone 

City or town, state, and ZIP code Date 

3 Category of requester:  
You must check a box. 

Commercial user Non-commercial scientific institution Media 
Name of Media Outlet Educational institution All others 

4 Reason for request.  All requesters except for commercial users must provide an explanation of how the records will be used to avoid being 
charged the commercial rate. Attach additional sheets if necessary. 

Lines 5–9. For each applicable form, check the box(es) for the item(s) you are requesting. You may request more than one form. For each form 
requested, check either the copy, inspection, CD/DVD, or Sample CD/DVD box and enter the specific tax year(s), as indicated. If ordering a partial set 
on CD/DVD or Sample CD/DVD, indicate the format, state(s), and month(s) requested. Note. CD/DVD and Sample CD/DVD are not available for 
individual exempt organizations. 

5 Form 990, Form 990-EZ: 
a Paper request: Copy Inspection 

Tax year(s) or period(s) requested: 
YYYYMM

;

YYYYMM

;

YYYYMM

.

b CD/DVD request: CD/DVD  Sample CD/DVD  
Format: Alchemy Raw 
State(s): ; ; . 
Calendar year(s): ; ; . 

6 Form 990-PF: 
a Paper request: Copy Inspection 

Tax year(s) or period(s) requested: 
YYYYMM

;

YYYYMM

;

YYYYMM

.

b CD/DVD request: CD/DVD  Sample CD/DVD  
Format: Alchemy Raw 
State(s): ; ; . 
Calendar year(s): ; ; . 

7 Form 990-T (501(c)(3) organizations filed after August 17, 2006): 
a Paper request: Copy Inspection 

Tax year(s) or period(s) requested: 
YYYYMM

;

YYYYMM

;

YYYYMM

.

b CD/DVD request: CD/DVD  Sample CD/DVD  
Format: Alchemy Raw 
State(s): ; ; . 

Calendar year(s): ; ; . 

8 Form 5227 (for tax years beginning after December 31, 2006): 
Paper request: Copy Inspection 
Tax year(s) or period(s) requested: 

YYYYMM

;

YYYYMM

;

YYYYMM

.

9 Form 1023 Form 1024 Determination Letter 
Updated Determination Letter

IRS Use Only 
The form requested above was inspected by (name of requester) IRS office where inspection was made 

Signature of employee present at inspection Date 

For Privacy Act and Paperwork Reduction Act Notice, see the separate instructions. Cat. No. 41722P Form 4506-A (Rev. 12-2011) 
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PREAMBLE  
America’s nonprofit sector serves the public interest and plays an essential role in our society and economy. Hard at 
work strengthening communities across the nation, nonprofits enrich our lives in a variety of ways by creating a 
broad array of benefits to society in fields such as charitable, religious, scientific, economic, health, cultural, civil 
rights, environment, and education.  
 
Public investment and confidence drive the success of nonprofit organizations. Individuals, corporations, 
foundations, and federal, state, and local governments add value to the services that nonprofits provide by investing 
time, resources, and funds.   
 
The Standards for Excellence Institute aims to raise the level of accountability, transparency, and effectiveness of all 
nonprofit organizations to foster excellence and inspire trust. The Standards for Excellence code (Standards, or 
code) provides a framework and step-by-step guidelines to achieve a well-managed and responsibly governed 
organization.  
 
The code builds upon the legal foundations of nonprofit management, governance, and operations to embrace 
fundamental values such as honesty, integrity, fairness, respect, trust, compassion, responsibility, and transparency. 
The code consists of six Guiding Principles in 27 topic areas with specific performance benchmarks that 
characterize effective, ethical, and accountable organizations. The Institute helps the nonprofit sector operate in 
accordance with the Standards for Excellence code by providing educational resources, assistance, and a voluntary 
accreditation process.   
 
The Standards for Excellence Institute encourages all nonprofit organizations to adopt the Guiding Principles of the 
Standards for Excellence code. By implementing the performance benchmarks in the code, nonprofit organizations 
will meet the highest ethical standards for effective service in the public interest. 
 
STANDARDS FOR EXCELLENCE - GUIDING PRINCIPLES  
 
I.      MISSION, STRATEGY and EVALUATION 
Guiding Principle: Nonprofits are founded for the public good and operate to accomplish a stated purpose through 
specific program activities. A nonprofit should have a well-defined mission, and its programs should effectively and 
efficiently work toward achieving that mission. Nonprofits have an obligation to ensure program effectiveness and 
to devote the resources of the organization to achieving its stated purpose. 
 
II.     LEADERSHIP: BOARD, STAFF, and VOLUNTEERS 
Guiding Principle: Nonprofits depend upon effective leadership to successfully enact their missions and programs. 
Effective leadership consists of a partnership between the board and management, each of which plays an essential 
role. Understanding and negotiating these shared and complex elements of leadership is essential to the 
organization’s success. A nonprofit's employees and volunteers are fundamental to its ability to achieve its mission. 
 
Board members are in a position of trust to ensure that resources are used to carry out the mission of the 
organization. An organization’s board leadership should consist of volunteers who are committed to the mission and 
who demonstrate an understanding of the community served. An effective nonprofit board should determine the 
mission of the organization, establish management policies and procedures, assure that adequate human and 
financial resources are available, and actively monitor the organization's allocation of resources to effectively and 
efficiently fulfill its mission.   
 
Nonprofits should also have executive leadership which carries out the day-to-day operations of the organization, 
ensures financial and organizational sustainability, and provides adequate information to the board of directors. An 
organization's human resource policies should address both paid employees and volunteers and should be fair, 
establish clear expectations, and provide meaningful and effective performance evaluation. 



 

 
 
III.    LEGAL COMPLIANCE and ETHICS 
Guiding Principle: Nonprofits enjoy the public’s trust, and therefore must comply with a diverse array of legal and 
regulatory requirements. Organizations should conduct periodic reviews to address regulatory and fiduciary 
concerns. One of a leadership’s fundamental responsibilities is to ensure that the organization governs and operates 
in an ethical and legal manner. Fostering exemplary conduct is one of the most effective means of developing 
internal and external trust as well as preventing misconduct. Moreover, to honor the trust that the public has given 
them, nonprofits have an obligation to go beyond legal requirements and embrace the highest ethical practices. 
Nonprofit board, staff, and volunteers must act in the best interest of the organization, rather than in furtherance of 
personal interests or the interests of third parties. A nonprofit should have policies in place, and should routinely and 
systematically implement those policies, to prevent actual, potential, or perceived conflicts of interest. Ethics and 
compliance reinforce each other. 
 
IV.     FINANCE AND OPERATIONS 
Guiding Principle: Nonprofits should have sound financial and operational systems in place and should ensure that 
accurate records are kept. The organization's financial and nonfinancial resources must be used in furtherance of tax-
exempt purposes. Organizations should conduct periodic reviews to address accuracy and transparency of financial 
and operational reporting, and safeguards to protect the integrity of the reporting systems. 
 
V.      RESOURCE DEVELOPMENT 
Guiding Principle: The responsibility for resource development is shared by the board and staff. Nonprofit 
organizations depend on an array of sources of financial support. An organization's resource development program 
should be maintained on a foundation of truthfulness and responsible stewardship. Its resource development policies 
should be consistent with its mission, compatible with its organizational capacity, and respectful of the interests of 
donors, prospective donors, and others providing resources to the organization. 
 
VI.     PUBLIC AWARENESS, ENGAGEMENT, and ADVOCACY 
Guiding Principle: Nonprofits should represent the interests of the people they serve through public education and 
public policy advocacy, as well as by encouraging board members, staff, volunteers, and stakeholders to participate 
in the public affairs of the community. When appropriate to advance the organization’s mission, nonprofits should 
engage in promoting public participation in community affairs and elections. As such, they should communicate in 
an effective manner to educate, inform, and engage the public. 
 
 
 
ABOUT THE STANDARDS FOR EXCELLENCE INSTITUTE 
The Standards for Excellence Institute is a national initiative established to promote the highest standards of ethics 
and accountability in nonprofit governance, management and operations, and to facilitate adherence to those 
standards by all nonprofit organizations. The Institute uses as a vehicle the Standards for Excellence program, a 
system of nonprofit sector industry self-regulation originated by the Maryland Association of Nonprofit 
Organizations and currently replicated by licensed partners in Alabama, Central Virginia, Colorado Springs, 
Delaware, Ohio, Oklahoma, and Pennsylvania. The program is also being offered to chapters of The Arc nationwide 
through The Arc of the United States, to the American Nurses Association, and to Catholic nonprofit organizations 
nationwide through the National Leadership Roundtable on Church Management. 
 
The centerpiece of the Institute’s program is the Standards for Excellence: An Ethics and Accountability Code for 
the Nonprofit Sector. The Institute also makes available to member organizations a comprehensive system of 
educational tools to enable individual nonprofit organizations to improve their governance and management 
practices. Standards for Excellence accreditation is available to individual organizations through a rigorous peer 
review process in selected locations and nationwide through the Standards for Excellence Institute. 
 
For more information about joining the Standards for Excellence Institute or to obtain additional copies of the 
booklet or educational resource packets visit our website at www.standardsforexcellenceinstitute.org.  

. 
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REPORTING MISCONDUCT AND 
WHISTLEBLOWER PROTECTION   

 
As the Standards for Excellence: An Ethics and Accountability Code for the Nonprofit Sector 
states: 
 
Organizations must provide employees, board members, and volunteers a confidential means to 
report suspected impropriety or misuse of organizational resources. Organizations should have in 
place a policy prohibiting retaliation against persons reporting improprieties. 
 
 
Benefits of Reporting Improprieties 
Nonprofit organizations are expected to utilize their resources for the public purposes upon 
which they were founded. A leading nonprofit scholar, Joel Fleishman notes, “[T]he greatest 
threat to the not-for-profit sector is the betrayal of public trust, the disappointment of public 
confidence.”1  Allowing for and protecting systems that serve to expose misconduct and 
improprieties and encourage correcting such situations in nonprofits are vital to the health and 
well-being of charitable nonprofits.   Organizations instituting whistleblower programs can 
choose from a variety of different approaches, from working with outside for profit-firms 
specializing in whistleblowers to having staff or consultant ombudsman available to appointing 
high level volunteers to receive confidential reports.2  These policies are generally distributed 
widely and are generally part of an organization’s personnel policies or human resource 
handbook  (also see Standards for Excellence educational resource packet,  Personnel Policies, 
Employee Orientation, Compensation and Evaluation).  
 
Misconduct and financial improprieties can take many forms; including, but not limited to:   

• Embezzlement;  
• Timesheet misrepresentation; 
• Stealing funds, goods, or services; and 
• Forgery 
• Improper financial transactions; 
• Misleading financial reporting; and 
• Violations of the organization’s conflict of interest policy. 

 

                                                
1Fleishman, Joel.  “Public Trust in Not-for-Profit Organizations and the Need for Regulatory Reform.”  From 
Philanthropy and the Nonprofit Sector in a Changing America.  Edited by Charles T. Clotfelter and Thomas Ehrlich, 
Indiana University, 1999. 
2 Koenig, Rebecca. “Red Cross Case Raises Questions about How Nonprofits Handle Complaints” Chronicle of 
Philanthropy, March 31, 2015. 
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Nonprofits should attempt to uncover and eliminate misconduct at the earliest possible stage in 
order to avoid wasting precious organizational resources. Nonprofit organizations should foster a 
culture of openness and accountability using an array of different mechanisms. One such 
mechanism is to implement a policy encouraging individuals associated with a nonprofit to 
report suspected financial improprieties or misuse of 
organization’s resources.   
 
With the advent of the American Competitiveness and 
Corporate Accountability Act of 2002 (Sarbanes-Oxley 
Act), more and more nonprofit organizations began 
implementing new policies on reporting improprieties, 
otherwise known as whistleblower protection policies. 
While the Sarbanes-Oxley Act addresses governance 
standards and financial oversight in publicly traded 
companies, it does not specifically regulate nonprofit 
organizations - with two notable exceptions. For nonprofit 
organizations, Sarbanes Oxley requires all corporations, 
whether or not they are publicly traded, to adopt and abide 
by document destruction policies and whistleblower 
protections. In order for nonprofits to meet the 
requirements of the Sarbanes-Oxley Act, putting these two 
policies in place is a must. 
 
As noted by BoardSource and Independent Sector in their 
Sarbanes-Oxley Act and Implications for Nonprofit 
Organizations, “written policies that are vigorously 
enforced by executive staff and board send a message that 
misconduct is not tolerated.”3Additionally, the Internal 
Revenue Service Form 990 also includes a question about 
whether or not an organization has a written whistleblower 
policy.   
 
 
Confidential Means to Report 
Improprieties 
Some employees are concerned about the risks and repercussions they may experience by 
exposing improprieties in an organization. Allowing employees to report financial improprieties 
confidentially removes the disincentive for employees to uncover wrongdoing due to threats of 
retaliation. Obviously, in a very small organization, offering a confidential means for reporting 
improprieties may be nearly impossible. Recruiting board members or committee members to be 
the recipients of reports of improprieties may provide an avenue for a small organization to offer 
                                                
3 The Sarbanes Oxley Act and Implications for Nonprofit Organizations, BoardSource and Independent Sector, 
2003. 

Whistleblower policies are 
particularly important for 
nonprofits that are recipients of 
contract and grant awards from the 
federal government.  In a recent 
court case, Gary Siebert v. Gene 
Security Network, Inc.,) a former 
employee brought suit against a 
government contractor for 
misstatements to the federal 
government about how the funds 
were spent.  This case highlights 
the importance of implementing 
policies like whistleblower policies 
to encourage internal reporting of 
improprieties so that the 
organization has “the opportunity 
to review and appropriately 
address the matter, including 
disclosing certain misconduct to 
the cognizant agency officials.” 
  
Source: “False Claims Act Case 
Reminds Nonprofits to Implement 
Internal Whistleblower 
Procedures.” Venable’s Federal 
Contract and Grant News for 
Nonprofits, February 2015. 
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a confidential means to report improprieties.4 Another approach is to subscribe to a 
whistleblower service or an ethics hotline service. Several corporations offer this type of service. 
These companies employ various levels of services and fee schedules for their clients. Similarly, 
organizations are beginning to establish ombudsman offices and hire personnel whose specific 
mission is to directly deal with employees’ complaints regarding the organization. These types of 
third-party, independent, mediators raise the issue in front of the organization’s management, 
while maintaining the employee’s information confidential, as a means to give management the 
opportunity to resolve the issue. While there is still debate on the effectiveness of ombudsmen, 
they are still becoming increasingly popular, especially within larger nonprofit organizations.  
 
 

Whistleblower 
Whistleblower is a term used to refer to a person who reveals wrongdoing within an 
organization to the public or to individuals within the organization in positions of 
authority. 
 

 
 
Protections for Those that “Blow the Whistle” 
In short, the Sarbanes-Oxley Act protects whistleblowers who report suspected illegal activity in 
an organization and prohibits the organization from punishing the whistleblower in any manner. 
As such, nonprofits should have a policy in place that allows for confidential, anonymous 
reporting of suspected illegal activity that clearly states that no retaliation will take place against 
anyone who reports such activity. A nonprofit should have a grievance policy in place for the 
reporting of other types of activity. For more information on developing and implementing a 
grievance policy, please see the Standards for Excellence Educational Resource Packet on 
Working Professionally and Respectfully with Program Stakeholders .  
 
 
How Can a Nonprofit Implement a Policy to Promote Confidential 
Reporting of Financial Improprieties?  
There are many ways a nonprofit might provide for and encourage confidential reporting of 
financial improprieties. The instructions for the IRS Form 990 notes that a whistleblower policy 
should have three purposes: (1) encouraging of staff and volunteers to come forward with 
credible information or illegal practices or violations of organization policy; (2) specifying that 
the reporting individual should be protected from retaliation; and (3) identifying those staff or 
board members or outside parties whom such information can be reported. Some policies are 
                                                
4Although federal laws protect employees who expose wrongdoing, employees who “blow the whistle” on ethical 
practices in government, businesses, and charities may still experience backlash.  Such employees who expose fraud 
or improprieties are sometimes called “whistleblowers.”  For more information in this area, visit the website of the 
National Whistleblower Center, a nonprofit organization which works to protect the rights of employee 
whistleblowers at www.whistleblowers.org. 
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quite simple and inexpensive to implement and others are more complicated and resource 
intensive. A few examples include: 
 

• Appointing a board member or a retiring board member to accept confidential calls from 
staff and board members regarding misconduct in the organization; 

• Expanding upon the organization’s existing open door policy or employee grievance 
procedure to allow for confidential reporting of financial and other improprieties and 
misuse of the organization’s resources; 

• Hiring/subscribing to/installing an ethics hotline as a way for employees to report 
anonymously suspected improprieties (A sample job description and policy for a 
coordinator of an ethics hotline is attached); and 

• Providing an ombudsman service in which an ombudsman is available for staff to consult 
with an objective, neutral third party in order to resolve conflicts and/or report suspected 
wrongdoing using experienced, external service providers. (An outline of an ombudsman 
program is attached.) 

 
However the reporting process is structured, it is important to assure that the principles of non-
retaliation and confidentiality are in place and that more than one route (i.e., more than one 
individual) exists to accept reports of improprieties and is provided for through organizational 
policies and procedures. 
 
Policies addressing confidential reporting of suspected financial impropriety or misuse of 
organization resources are often included in an organization’s personnel manual, manual of 
operating procedures, or other document. Wherever the document is found, it is important that 
employees and board members (and others that may be covered by the policies) are aware of the 
policy’s existence and how to report such an impropriety.   
 
It is important that such policies allow for the fact that in many cases, what initially appears to be 
an impropriety or fraudulent activity is actually the result of ignorance or misunderstanding, 
rather than intentional misconduct. 
 
If, despite best efforts to avoid all instances of financial impropriety, your organization finds 
itself a victim of embezzlement or theft by officers, directors, trustees, employees, volunteers, 
independent contractors, grantees or others, the Internal Revenue Service requires reporting of 
such material diversion of assets. The IRS defines this action as “any unauthorized conversion or 
use of the organization’s assets other than for the organization’s authorized purposes, including 
but not limited to an embezzlement or theft.” 
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Selected Resources for Reporting Misconduct and Whistleblower 
Protection 
 
 
Books and Articles 
 
Fleishman, Joel. (1999). “Public Trust in Not-for-Profit Organizations and the Need for 
Regulatory Reform.” Philanthropy and the Nonprofit Sector in a Changing America. Edited by 
Charles T. Clotfelter and Thomas Ehrlich. Indiana University. 

The Sarbanes-Oxley Act and Implications for Nonprofit Organizations, BoardSource and 
Independent Sector, revised January 
2006.https://www.independentsector.org/uploads/Accountability_Documents/sarbanes_oxley
_implications.pdf  

 

Koenig, Rebecca, “Red Cross Case Raises Questions about How Nonprofits Handle 
Complaints.” Chronicle on Philanthropy, March 31, 2015,  
https://philanthropy.com/article/Red-Cross-Case-
Raises/228595?cid=pw&utm_source=pw&utm_medium=en  

 
Attachments: 
 

• Attachment A:  Sample Policy on Confidential Reporting of Financial Impropriety or 
Misuse of Organization’s Resources, Standards for Excellence Institute. 

• Attachment B:  Sample Policy on Reporting Improprieties, Fraudulent or Dishonest 
Conduct, Standards for Excellence Institute. 

• Attachment C:  Sample Financial Impropriety or Misuse Policy, Star Community, 2001. 
• Attachment D:  Sample Job Description for Individual (Volunteer or Paid Staff) 

Managing the Ethics Hotline  (or similar mechanism to provide employees a confidential 
means to report suspected financial improprieties or misuse of organization resources) 
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                                                                            Attachment A 
Sample policy on Confidential Reporting of Financial 
Impropriety or Misuse of Organization’s Resources 

  
Any member of the staff, member of the board of directors, or volunteer affiliated with the 
organization with information about known or suspected financial improprieties or misuse of the 
organization’s resources, or other ethical problems is encouraged to report their concerns to (the 
organization Treasurer, the person designated as the Ethics Hotline volunteer for the year -
-recently retired board member, recently retired ombudsman from a related industry, 
Ethics Hotline service) who will then ask the (President, Executive Director) of the 
Organization to investigate.  In the event that the allegations involve the (President, Executive 
Director), employees should report problems to the agency appointed ethics director.   
 
The person reporting may choose to do so anonymously via mail or through other means of 
communication. 
 
All efforts will be made to protect the confidentiality of those who report financial improprieties 
and choose to do so anonymously.  However, in certain situations, legal requirements make it 
impossible to keep the individual’s identity confidential. 
 
In accordance with the Sarbanes-Oxley Act, no retaliatory organizational action will be taken 
against those who report truthful information, even if the person incorrectly believes that a 
violation has occurred, about the commission or possible commission of any federal offense to a 
“law enforcement officer,” even if the person incorrectly believes that a violation has occurred.  
The phrase "law enforcement officer" is defined by the Sarbanes-Oxley Act as including any 
"officer or employee of the Federal Government . . . authorized under law to engage in or 
supervise the prevention, detection, investigation, or prosecution of an offense."  

 
 
 
 

This policy is not intended to apply to a certain nonprofit or offer legal advice specific to your organization.  Such 
legal advice or opinions can only be rendered when related to distinct fact situations.  Rather, this policy is designed 
to be used as a resource to provide you with ideas, suggestions, and guidelines, which may be valuable to your 
organization as a starting point for your own policy.  
 

Carefully review every word in the policies you are interested in adopting and mold the language to your situation 
and organizational needs.  Finally, before publishing a policy, it is always wise to consult an attorney in your state 

who is versed in nonprofit law to conduct a thorough review of the policy.  
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Attachment B 
Sample policy on Reporting Improprieties, Fraudulent or 

Dishonest Conduct 
 
It is the policy of ABC Nonprofit to safeguard and protect all of the nonprofit’s resources.  ABC 
Nonprofit administrators are primarily responsible for safeguarding the nonprofit’s resources by 
establishing and maintaining sound internal controls designed to detect and deter potential 
misuse of resources, by taking action to minimize financial loss when misuse occurs, and by 
correcting abuse.  All employees and board members are responsible for reporting improprieties 
they observe.   
 
ABC Nonprofit will investigate any possible impropriety, fraudulent or dishonest use or misuse 
of ABC Nonprofit’s resources or property by board, staff, or program participants.  Anyone 
found to have engaged in an impropriety or fraudulent activity is subject to disciplinary action by 
ABC Nonprofit up to and including termination or dismissal, and civil or criminal prosecution 
when warranted. 
 
All members of the ABC Nonprofit staff, board, and stakeholder community are to report 
possible fraudulent or dishonest conduct (including but not limited to financial improprieties or 
misuse of the organization’s resources) confidentially to [insert title of individual here].  If for 
any reason an employee finds it difficult to report his or her concern to [designated individual], 
the employee can report it directly to [a second designated individual].   
 
A few examples of fraudulent conduct or impropriety include: 
 

• Forgery or alteration of documents; 
 

• Pursuit of a benefit or advantage in violation of ABC nonprofit’s conflict of interest 
policy; 

 
• Misappropriation or misuse of organization’s resources, such as funds, supplies, other 

assets; 
 

• Abuse or inappropriate  activity with a program participant; 
 

• Authorizing or receiving compensation for goods not received, services not performed or 
hours not worked; and 

 
• Fraudulent financial reporting. 

 
Criteria used to determine whether certain activities or behavior constitute misuse of resources 
include state and federal laws, and ABC nonprofit policies and procedures. 
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The person reporting may choose to do so anonymously via mail or through other means of 
communication. 
 
All efforts will be made to protect the confidentiality of those who report financial improprieties 
and choose to do so anonymously.  However, in certain situations, legal requirements make it 
impossible to keep the individual’s identity confidential. 
 
In accordance with the Sarbanes-Oxley Act, no retaliatory organizational action will be taken 
against those who report truthful information about the commission or possible commission of 
any Federal offense to a ”law enforcement officer,” even if the person incorrectly believes that a 
violation has occurred.  The phrase "law enforcement officer" is defined by the Sarbanes-Oxley 
Act as including any "officer or employee of the Federal Government . . . authorized under law 
to engage in or supervise the prevention, detection, investigation, or prosecution of an offense."   
 
 
 
 
 
 
 
This policy is not intended to apply to a certain nonprofit or offer legal advice specific to your organization.  Such 
legal advice or opinions can only be rendered when related to distinct fact situations.  Rather, this policy is designed 
to be used as a resource to provide you with ideas, suggestions, and guidelines, which may be valuable to your 
organization as a starting point for your own policy.  
 
Carefully review every word in the policies you are interested in adopting and mold the language to your situation 
and organizational needs.  Finally, before publishing a policy, it is always wise to consult an attorney in your state 
who is versed in nonprofit law to conduct a thorough review of the policy.   
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Attachment C 
Sample Financial Improprieties or Misuse Policy 

 
 
Any employee, board member or volunteer affiliated with the Star Community, Inc. with 
information about known or suspected financial improprieties or misuse of the organization’s 
resources, may contact_(RECIPIENT OF REPORTS) of (INSERT FIRM) (xxx-xxx-xxxx).  
RECIPIENT OF REPORTS will then notify the Executive Director of the Star Community, Inc. 
to investigate the claim.  In the event that the allegations involve the Executive Director, the 
Board President will be notified. 
 
The sources of reports about financial improprieties or misuses of Star Community, Inc.’s 
resources will be held in confidence unless the individual who reports the situation agrees to 
reveal his/her identity or the report leads to legal actions and a court order for information 
regarding the case. 
 
This policy has been approved by the Star Community, Inc. Board of Directors. 
 
 
7/1/01 
 
Special thanks to the Star Community for permission to share this Financial Improprieties and 
Misuse Policy as part of this educational resource package. (www.starcommunityinc.org) 
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Attachment D 
 

Sample Job Description for Individual  
(Volunteer or paid staff)  

Managing the Ethics Hotline   
(or similar mechanism to provide employees a confidential means to 
report suspected financial improprieties or misuse of organization 

resources) 
 
Using operations manuals, personnel policies, corporate policies, Standards for Excellence: An 
Ethics and Accountability Code for the Nonprofit Sector, manage and maintain the Ethics 
Hotline: 
 

• Be authorized to deal directly and confidentially with any associate or employee; 
 

• Be open and available to receive confidential information and communications from 
associates and others about possible behaviors or practices brought to their attention; 

 
• Recommend sources to help those who seek assistance involving ethical issues of the 

organization, including, but not limited to: mediation assistance and coaching in 
discussing problems with peers;  

 
• Be willing to deal with all matters on a confidential basis; 

 
• Reinforce the necessity for unrestricted and prompt surfacing of concerns by 

individuals related to ethical behaviors and conduct; 
 

• Reinforce organization’s commitment to prohibit retaliation against individuals who 
use the Ethics Hotline to strive to uphold the organization’s charitable mission and 
goals; 

 
• Publicize use of the Ethics Hotline or other mechanism used for exposing 

impropriety; 
 

• Provide full anonymity to Ethics Hotline callers and will not disclose their identity (if 
known) without the individual’s permission; and 

 
• Analyzes information gathered from Ethics Hotline as it relates to policy 

interpretation and recommends and implements policy changes if necessary. 
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PREAMBLE  
America’s nonprofit sector serves the public interest and plays an essential role in our society and economy. Hard at 
work strengthening communities across the nation, nonprofits enrich our lives in a variety of ways by creating a 
broad array of benefits to society in fields such as charitable, religious, scientific, economic, health, cultural, civil 
rights, environment, and education.  
 
Public investment and confidence drive the success of nonprofit organizations.  Individuals, corporations, 
foundations, and federal, state, and local governments add value to the services that nonprofits provide by investing 
time, resources, and funds.   
 
The Standards for Excellence Institute aims to raise the level of accountability, transparency, and effectiveness of all 
nonprofit organizations to foster excellence and inspire trust.  The Standards for Excellence code (Standards, or 
code) provides a framework and step-by-step guidelines to achieve a well-managed and responsibly governed 
organization.  
 
The code builds upon the legal foundations of nonprofit management, governance, and operations to embrace 
fundamental values such as honesty, integrity, fairness, respect, trust, compassion, responsibility, and 
transparency.  The code consists of six Guiding Principles in 27 topic areas with specific performance benchmarks 
that characterize effective, ethical, and accountable organizations. The Institute helps the nonprofit sector operate in 
accordance with the Standards for Excellence code by providing educational resources, assistance, and a voluntary 
accreditation process.   
 
The Standards for Excellence Institute encourages all nonprofit organizations to adopt the Guiding Principles of the 
Standards for Excellence code. By implementing the performance benchmarks in the code, nonprofit organizations 
will meet the highest ethical standards for effective service in the public interest. 
 
STANDARDS FOR EXCELLENCE - GUIDING PRINCIPLES   
 
I.      MISSION, STRATEGY and EVALUATION 
Guiding Principle: Nonprofits are founded for the public good and operate to accomplish a stated purpose through 
specific program activities. A nonprofit should have a well-defined mission, and its programs should effectively and 
efficiently work toward achieving that mission. Nonprofits have an obligation to ensure program effectiveness and 
to devote the resources of the organization to achieving its stated purpose. 
 
II.     LEADERSHIP: BOARD, STAFF, and VOLUNTEERS 
Guiding Principle: Nonprofits depend upon effective leadership to successfully enact their missions and 
programs.  Effective leadership consists of a partnership between the board and management, each of which plays an 
essential role. Understanding and negotiating these shared and complex elements of leadership is essential to the 
organization’s success. A nonprofit's employees and volunteers are fundamental to its ability to achieve its mission. 
 
Board members are in a position of trust to ensure that resources are used to carry out the mission of the 
organization. An organization’s board leadership should consist of volunteers who are committed to the mission and 
who demonstrate an understanding of the community served. An effective nonprofit board should determine the 
mission of the organization, establish management policies and procedures, assure that adequate human and 
financial resources are available, and actively monitor the organization's allocation of resources to effectively and 
efficiently fulfill its mission.   
 
Nonprofits should also have executive leadership which carries out the day-to-day operations of the organization, 
ensures financial and organizational sustainability, and provides adequate information to the board of directors. An 
organization's human resource policies should address both paid employees and volunteers and should be fair, 
establish clear expectations, and provide meaningful and effective performance evaluation. 
 
  



  
   

III.    LEGAL COMPLIANCE and ETHICS 
Guiding Principle: Nonprofits enjoy the public’s trust, and therefore must comply with a diverse array of legal and 
regulatory requirements.  Organizations should conduct periodic reviews to address regulatory and fiduciary 
concerns. One of a leadership’s fundamental responsibilities is to ensure that the organization governs and operates 
in an ethical and legal manner. Fostering exemplary conduct is one of the most effective means of developing 
internal and external trust as well as preventing misconduct.  Moreover, to honor the trust that the public has given 
them, nonprofits have an obligation to go beyond legal requirements and embrace the highest ethical practices. 
Nonprofit board, staff, and volunteers must act in the best interest of the organization, rather than in furtherance of 
personal interests or the interests of third parties. A nonprofit should have policies in place, and should routinely and 
systematically implement those policies, to prevent actual, potential, or perceived conflicts of interest.  Ethics and 
compliance reinforce each other. 
 
IV.     FINANCE AND OPERATIONS 
Guiding Principle: Nonprofits should have sound financial and operational systems in place and should ensure that 
accurate records are kept. The organization's financial and nonfinancial resources must be used in furtherance of tax-
exempt purposes. Organizations should conduct periodic reviews to address accuracy and transparency of financial 
and operational reporting, and safeguards to protect the integrity of the reporting systems. 
 
V.      RESOURCE DEVELOPMENT 
Guiding Principle: The responsibility for resource development is shared by the board and staff.  Nonprofit 
organizations depend on an array of sources of financial support. An organization's resource development program 
should be maintained on a foundation of truthfulness and responsible stewardship. Its resource development policies 
should be consistent with its mission, compatible with its organizational capacity, and respectful of the interests of 
donors, prospective donors, and others providing resources to the organization. 
 
VI.     PUBLIC AWARENESS, ENGAGEMENT, and ADVOCACY 
Guiding Principle: Nonprofits should represent the interests of the people they serve through public education and 
public policy advocacy, as well as by encouraging board members, staff, volunteers, and stakeholders to participate 
in the public affairs of the community. When appropriate to advance the organization’s mission, nonprofits should 
engage in promoting public participation in community affairs and elections.  As such, they should communicate in 
an effective manner to educate, inform, and engage the public. 
 
 
ABOUT THE STANDARDS FOR EXCELLENCE INSTITUTE 
The Standards for Excellence Institute is a national initiative established to promote the highest standards of ethics 
and accountability in nonprofit governance, management and operations, and to facilitate adherence to those 
standards by all nonprofit organizations.  The Institute uses as a vehicle the Standards for Excellence program, a 
system of nonprofit sector industry self-regulation originated by the Maryland Association of Nonprofit 
Organizations and currently replicated by licensed partners in Alabama, Central Virginia, Colorado Springs, 
Delaware, Ohio, Oklahoma, and Pennsylvania. The program is also being offered to chapters of The Arc nationwide 
through The Arc of the United States, to the American Nurses Association, and to Catholic nonprofit organizations 
nationwide through the National Leadership Roundtable on Church Management. 
 
The centerpiece of the Institute’s program is the Standards for Excellence: An Ethics and Accountability Code for 
the Nonprofit Sector.  The Institute also makes available to member organizations a comprehensive system of 
educational tools to enable individual nonprofit organizations to improve their governance and management 
practices. Standards for Excellence accreditation is available to individual organizations through a rigorous peer 
review process in selected locations and nationwide through the Standards for Excellence Institute. 
 
For more information about joining the Standards for Excellence Institute or to obtain additional copies of the 
booklet or educational resource packets visit our website at www.standardsforexcellenceinstitute.org.  
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Conflicts of Interest 
 
As the Standards for Excellence: An Ethics and Accountability Code for the Nonprofit Sector 
states: 
 
Nonprofits should have a written conflict of interest policy and statement. These should be 
applicable to board members and staff, as well as volunteers who have significant, independent 
decision-making authority regarding the resources of the organization. The policy and statement 
should be executed by covered individuals, both at the time of the individual's initial affiliation 
with the organization and at least annually thereafter. 
 
The conflict of interest policy should identify the types of conduct or transactions that raise 
conflict of interest concerns, should set forth procedures for disclosure of actual or potential 
conflicts, and should provide for review of individual transactions by the uninvolved members of 
the board of directors. 
 
The conflict of interest statement should provide space for the board member, employee or 
volunteer to disclose any known interests that the individual, or a member of the individual's 
immediate family, has in any business entity which transacts business with the organization. 
 
 
Why is a Conflict of Interest Policy Important? 
A conflict of interest policy, and its related disclosure statement, provide an important tool to 
help assure that board members, staff, and key volunteers are appropriately fulfilling their legal 
and fiduciary responsibilities. Key among these is the duty of loyalty that board members and 
staff owe to the nonprofit organization for which they serve.  While serving on a nonprofit board, 
an individual is responsible for acting in furtherance of the interests of the organization as 
opposed to in furtherance of personal interests or the interests of a family member, a third party 
or another organization.  By requiring a deliberate effort to identify, mitigate, and resolve 
conflicting interests, a conflicts policy will make it less likely that board or staff members will 
intentionally or inadvertently violate their responsibilities. 
 

Conflict of Interest 
A conflict of interest exists when a board member, officer, or management employee 
has a personal interest that is in conflict with the interests of the organization, such that 
he or she may be influenced by this personal interest when making a decision for the 
organization. 
 

BoardSource, Managing Conflicts of Interest: A Primer for Nonprofit Boards, 2006. 
 
 
A conflict of interest policy also helps to assure that the organization itself is operated in a 
manner that is consistent with the requirements of the Internal Revenue Code and regulations.  
Under the tax laws, a 501(c)(3) nonprofit organization must be operated in furtherance of a 
recognized tax-exempt, public purpose. An organization that is operated to benefit private 
individuals risks the loss of its tax-exempt status. By assuring that transactions between the 
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organization and its own board members, staff, and volunteers are subject to careful scrutiny and 
review, a conflicts policy makes it much less likely that problems will result. 
 
 
Identifying Conduct that Raises Conflict Concern 
A conflict of interest exists where the interests or concerns of a key insider (such as a board 
member, employee, or volunteer) are seen as competing with the interests or concerns of the 
nonprofit organization.  A sound conflict of interest policy should identify the types of conduct 
or transactions that raise conflict of interest concerns.  
 
This is particularly important for many nonprofits with strong connections in their community. It 
is not uncommon for a nonprofit to recruit members to its board from community-based 
businesses to gain financial, legal, and/or marketing expertise. The rigorous implementation of 
the conflict of interest policy helps to make clear the roles of the board and guides ethical 
decision making and action by all. 
 
Most common are situations where the insider has a financial interest in the actions of the 
organization.  For example, the potential for a conflict exists where: 

• an organization contracts to purchase or lease goods, services, or property from an insider 
• the organization purchases an ownership interest in a business entity owned by an insider 
• the organization offers employment to an insider (or a member of an insider’s family) 
• an insider accepts gifts, gratuities, or favors from third parties which do business, or seek 

to do business, with the organization 
• an insider is gratuitously provided use of the facilities, property, or services of the 

organization 
 
Conflicts are, however, not limited to situations involving direct, financial interests.  A conflict 
may also exist where an insider obtains a benefit or advantage that s/he would not have obtained 
absent her/his relationship with the organization.  For example, the potential for a conflict exists 
where: 

• an insider seeks preferential treatment from the organization (For example, a staff 
member seeks to get her son into a highly sought after camp offered by the organization 
by requesting that her child’s application be accepted directly rather than participating in 
the traditional lottery process to receive a spot in the camp) 

• an insider makes use for personal purposes of confidential information obtained from the 
organization (For example, a board member learns about a piece of artwork the 
organization seeks to purchase and learns the price the organization is willing to pay 
when the artwork is offered at auction.  With knowledge learned at the board meeting 
about the price the organization is willing to pay for the piece, the board member sends 
an anonymous representative to the auction house to purchase the item at just above the 
price the organization approved to spend.  In the end, the board member obtains the work 
of art for his personal collection.) 

• an insider seeks to take advantage of an opportunity that s/he has reason to believe would 
be of interest to the organization (For example, a board member of your nonprofit is also 
a board member of another local nonprofit organization and uses information gleaned 
during a board meeting to submit a proposal for funding her employer’s programming.) 
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The key word to be used as a benchmark in questionable situations is benefit: would the 
employee or board member (as an insider to the organization) benefit in an inappropriate way 
from a certain action or decision being made by the organization?  
 
The fact that a conflict exists does not necessarily mean that the organization shouldn’t proceed 
with a specific action or transaction.  In most instances, there is nothing unlawful about an 
organization transacting business with an insider. Rather, what is important in these 
circumstances is assuring that such transactions are carefully scrutinized to determine whether 
the action or transaction is in the best interests of the organization.  Generally, a conflicts policy 
will use a combination of “disclosure” and “independent review and approval” to evaluate 
potential conflicts. 
 
 
Benefits of A Conflict of Interest Policy 
The Standards for Excellence expects that every organization should have a conflict of interest 
policy.  The Standards for Excellence also recommends the use of an annual “conflict of interest 
statement” as part of a system of rigorous enforcement of the conflicts policy and as a practical 
means for board members, staff, and volunteers to disclose any financial or other interests they 
have that may conflict with the interests of the organization. 
 
Not only does the Standards for Excellence program support the practice of developing a conflict 
of interest policy, but more and more nonprofit regulators and trade groups are supporting the 
practice of nonprofit organizations taking seriously the avoidance of conflicts of interest 
 
The Internal Revenue Service (IRS) has stated "The directors of a charity owe it a duty of 
loyalty. The duty of loyalty requires a director to act in the interest of the charity rather than in 
the personal interest of the director or some other person or organization. In particular, the duty 
of loyalty requires a director to avoid conflicts of interest that are detrimental to the charity."1 
 
As part of the application for tax exempt status (Form 1023), the Internal Revenue Service, 
beginning in 2004, expanded its existing series of questions about conflicts of interest and insider 
transactions to a more extensive series of questions about past, present, or planned relationships, 
transactions, or agreements with officers, directors, trustees, and the highest compensated 
employees and independent contractors.   
The 1023 asks:  

“Have you adopted a conflicts of interest policy consistent with the sample conflicts of 
interest policy in Appendix A to these instructions?  If yes, provide a copy of the policy 
and explain how the policy has been adopted, such as by resolution of your governing 
board.”2   

If an organization indicates that it does not have such a policy in place, the 1023 contains an 
additional series of questions about how the organization will handle conflicts of interest 
situations that may come up. 
 

                                                
1 Internal Revenue Service. Governance and Related Topics - 501(c)(3) Organizations. www.irs.gov/pub/irs-
tege/governance_practices.pdf , 2008. 
2 Internal Revenue Service, Form 1023, 2006. 
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The Internal Revenue Service has placed added emphasis on conflicts of interest in both the 
application for tax exempt status (Form 1023) and the annual informational tax form which is 
required to be filed by most nonprofit organizations with gross receipts of $200,000 and above or 
total assets of $500,000 (Form 990). The 990 asks: 

•  if the organization has a written conflict of interest policy;  
• if officers, directors, trustees, and key employees are required to disclose under the 

policy; and, 
• how the organization consistently monitors and enforces the conflict of interest policy.   

Although not required by federal tax law, the Form 990 also requests information as to whether 
an organization makes its conflicts of interest policy available to the public.3  
 
Additionally, in their publication Sarbanes Oxley Act and Implications for Nonprofit 
Organizations, BoardSource and Independent Sector, state that nonprofits are encouraged to 
“establish a conflict of interest policy and a regular and rigorous means of enforcing it.” 
 
The prevalence of conflict of interest policies at nonprofits is on the rise in recent years.  
According to BoardSource’s Leading with Intent report (2015), 97 % of nonprofits have a 
conflict of interest policy, which is up significantly from 88% reported in BoardSource’s 2012 
Nonprofit Governance Index.  However, as reported by Leading with Intent, only 88 % of 
nonprofits have an annual disclosure statement for conflicts of interest in place..3 
 
What does all of this mean?  Frankly, that it’s simply best practice now.  That it will be expected 
that your organization will have a conflict of interest policy in place and that your board 
members, staff members, and volunteers will be updating their statements annually.  The IRS is 
expecting it and your funders will be expecting it.  And if you haven’t put one into place, you’ll 
need to do so very, very soon. 
 
Disclosure 
Board and staff members may have a variety of business, professional and personal interests, and 
affiliations that could affect, or be viewed as affecting, their objectivity when called upon to 
participate in decision making on behalf of an organization.  A sound conflicts policy will assure 
that these interests are disclosed at the earliest practical time and that the organization then 
responds appropriately, taking into account all materially factual information.  A potential 
conflict may never end up becoming an actual conflict if early disclosure occurs and timely and 
appropriate action follows. 
 
Generally, a conflicts policy will require that a disclosure statement be made at the time the 
board member, staff member, or volunteer first becomes associated or involved with the 
organization, and annually thereafter.  However, the policy should also make clear that persons 
who are subject to a conflicts policy are under a continuing obligation to report any actual or 
potential conflicts as soon as they are known or reasonably should be known.   
 
Some organizations include “Disclosure of Conflicts and Potential Conflicts” as a standing 
agenda item for each board meeting. This allows all board members to review the overall agenda 
in advance of a board meeting and to provide disclosure of potential conflicts before the item 

                                                
3 Internal Revenue Service, Form 990, 2008. 
3 BoardSource, Leading with Intent: A National Index of Nonprofit Board Practices, January 2015. 
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comes up for discussion and/or vote.  Another method for encouraging timely disclosure is for 
the board chair to ask for any potential conflicts whenever a major issue is on the table - a 
significant purchase or vendor contract, a lease or purchase of property, acceptance of an unusual 
gift, a potential partnership, and so on. 
 
The disclosure section of the policy should also identify who within the organization is 
responsible for receipt and review of the disclosure statements and what action will follow when 
an actual or potential conflict has been identified.  Sometimes a disclosure may trigger 
implementation of a formal procedure for review and approval of a specific proposed action or 
transaction. 

• At the board level - the board chair, executive committee, and/or board development 
committee should have access to the information disclosed by all board members. 

• For the executive director - the board chair and/or executive committee should have 
access to the information disclosed by the executive director 

• At the staff and volunteer level - the executive director, human resources director, and/or 
program director should have access to the information disclosed 

 
Independent Review and Approval 
As already noted, the fact that an actual or potential conflict exists regarding a specific action or 
transaction, does not necessarily mean that the organization should abandon the proposed course 
of action.  Rather, what is required is a heightened level of scrutiny over whether the proposed 
transaction is really in the best interests of the organization.  A conflicts policy will typically 
define the process by which a proposed course of action is reviewed and, if appropriate, 
approved.  Several concepts are key to this process.   
 

1. First, the policy should provide that the interested party (e.g. the board or staff member or 
volunteer who has an interest in the proposed course of action) must fully disclose, in 
writing, all material facts about the nature of his/her interest.  The policy may grant the 
interested party the opportunity to present this information at a meeting or may provide 
that s/he be available to respond to questions from board members.   

 
2. Second, the policy should provide that the remaining, disinterested directors should 

review the proposed action and determine whether it is in the best interests of the 
organization.  Generally, this will involve consideration of whether it is fair and 
reasonable (e.g. the organization isn’t paying more than fair market value for what it is 
getting in return) and whether other, more preferable options are available.   

 
3. Third, the policy should provide that the proposed course of action be approved by a 

majority vote of the disinterested directors who are present and entitled to vote.  It should 
also provide that the “interested party” not be counted for purposes of determining a 
quorum or otherwise. The policy may further specify whether the "interested party" 
should or should not be present during the discussion and /or vote. Even when a party 
does not participate in the discussion, his or her presence alone may lead to less than 
open and frank dialogue. 

 
4. Fourth, the policy should require that the details regarding the disclosure, deliberations, 

and vote be formally reflected in the minutes of the meeting at which they took place. 
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Perceived Conflicts and The Appearance of Impropriety – Policy in 
Action 
Finally, it is worth keeping in mind that there may be circumstances where an organization 
should abandon a proposed course of action, even where careful analysis indicates that no 
conflict exists or where a disinterested majority would likely approve the proposed action or 
transaction.  Concern about public perceptions of fairness and impartiality must also be taken 
into account. 
 
Thus, any situation involving an actual or potential conflict of interest should also be further 
analyzed using an “appearances” test.  Namely, does it appear that the proposed action or 
transaction involves some impropriety even if, from both a legal and a factual perspective, it 
does not?  If your organization would not be happy having the details of the proposed action or 
transaction disclosed on the front page of the local newspaper or on the evening news, then it 
may be best to avoid the transaction entirely.   
 
Nepotism 
Nepotism is an important conflict of interest concern for many nonprofits.  Sometimes this issue 
is addressed in conflict of interest policies and sometime it is addressed in personnel policies.  
Because of the nature of nonprofits’ missions and services, and the fact that many nonprofits 
have board members with family members receiving services or otherwise being program 
participants, this is an important issue.  
 
For instance, the Standards for Excellence Model Employee Handbook’s section on 
“Employment of Relatives” states:  
 

An applicant who is closely related to an employee is not normally eligible for 
employment in a position that would result in one family member directly reporting to or 
reviewing the performance of another.  Exceptions require the advance approval of the 
Senior Management Team.  "Closely related" is generally interpreted to mean spouse, 
domestic partner, parents, children, siblings, grandparents, in-laws, relatives through 
marriage, or members of the same household.  Employees in a supervisory relationship 
who become related while working at Nonprofit Organization must end the supervisory 
relationship by resigning or transferring to an open position in another department, 
unless approved by the senior management team. 

 
 
Other Family Relationships  
The Internal Revenue Service has developed special rules and reporting requirements related to 
officers, directors, trustees, or key employees that have a family relationship with others.  There 
are also special considerations regarding whether such individual board members are 
independent board members.  While some nonprofit organizations may wish to add extra 
questions to their conflict of interest policies in order to ascertain whether such relationships may 
exist or whether all board members are independent, you may find that it is easier to fill out the 
Form 990 questions if you ask individuals to complete single topic questionnaires.   
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A sample Questionnaire on Family and Business Relationships and Interested Person 
Independence is provided as an attachment to this packet.  See the Standards for Excellence 
educational resource packets on Board Member Responsibilities and Personnel Policies and 
instructions to the Form 990 for more information. 

 
Outside Business Interests 
People working or volunteering for your nonprofit will likely have many outside interests and 
associations that are not only acceptable, but may in fact be encouraged. These connections help 
to promote professional development, learning, sharing, and community engagement. In order to 
avoid the appearance of a conflict of interest, consider addressing the issue in your personnel 
policies or employee handbook. 
 
The Standards for Excellence Model Employee Handbook’s section on “Outside Business 
Interests” states: 

You may have outside business interests or outside employment so long as it does not 
interfere with your job performance, including any required overtime, or otherwise 
create a conflict of interest or an appearance of a conflict of interest. Improper outside 
activities include, but are not limited to: working for a competing organization or 
business; using the Nonprofit’s time, facilities or equipment to engage in another 
business or occupation; and, engaging in an outside activity which results in you losing 
time from work, presents the appearance of a conflict, or distracts you from performing 
satisfactorily. 

 
Gifts/No-Gifts Policy 
Employees may from time to time receive gifts from outside parties as a thank you, birthday, or 
holiday recognition. Depending on the nature of the gifts, the recipients, and the givers, the 
organization may decide to adopt a policy regarding appropriate actions in these circumstance in 
order to avoid the appearance of a conflict of interest. The policy should include: 

• Definition of acceptable gifts (if any) by type (including cash, meals, accommodations, 
trips, entertainment) 

• Definition of acceptable gifts (if any) by monetary value (dollar limit) 
• Definition of acceptable items (if any) with little intrinsic value (such as pens, magnets, 

key chains, etc.) 
• Description of potential gift givers (potential or actual vendors, suppliers, contractors, 

employees) 
• Disclosure process  
• Process for returning non-acceptable gifts 

 
 
Summary of Steps to Take in Preparing a Conflict of Interest Policy 
 
1. Determine whom the policy will cover. 
2. Consider the scope of activities to be covered. 
3.   Review the organizations history regarding any possible past conflicts.  In designing the 

policy, consider how such problems could have been avoided. 
4. Consider any issues related to the organization that should be specifically addressed in the 

policy. 
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5. In conjunction with a policy statement, prepare an annual disclosure form.  Determine who in 
the organization will be responsible for preparing, distributing, collecting, and initially 
analyzing disclosure forms. 

 
Adapted from: Kurtz, Daniel L. “Steps to Consider in Preparing Conflicts of Interest Policy” , 

How to Manage Conflicts of Interest, Washington, DC:   
BoardSource, formerly National Center for Nonprofit Boards, 1995. 

 
Selected Resources for Conflicts of Interest 
 
Books and Articles 
Andriga, Robert C. and Engstrom, Ted W.  Nonprofit Answer Book.  Practical Guide for Board 

Members and Chief Executives, Washington, DC: BoardSource, 2002. 
 
Conflict of Interest Policies and Procedures for Nonprofit Organizations, Nonprofit  

Governance: The Executive’s Guide/ Futter, Victor; Overton, George W., eds.— 
Chicago, IL: American Society of Corporate Secretaries; American Bar Association 
Section of Business Law, 1997, pp.111-120. 
 

Kurtz, Daniel and Paul, Sarah E., Managing Conflicts of Interest: A Primer for Nonprofit 
Boards.  Washington, DC:  BoardSource, 2006. 
 

Masaoka, Jan.  The Best of the Board Café.  Hands-on Solutions for Nonprofit Boards.  
CompassPoint and Wilder:  2003. 

 
Nonprofit Governance:  The Executive’s Guide. Futter, Victor and Overton, George W, eds.  

American Society of Corporate Secretaries and the American Bar Association Section of 
Business Law, 1997. 

 
The Sarbanes Oxley Act and Implications for Nonprofit Organizations, BoardSource and 

Independent Sector, 2003. 
 
 
Websites 
Internal Revenue Service 
Model Internal Revenue Service Conflicts of Interest Policy: 
http://www.irs.gov/instructions/i1023/ar03.html 
 
Form 1023: Purpose of Conflict of Interest Policy 
http://www.irs.gov/Charities-&-Non-Profits/Form-1023:-Purpose-of-Conflict-of-Interest-Policy 
 
Idealist .org 
What goes into a conflict of interest policy? 
http://www.idealist.org/info/Nonprofits/Gov5 
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Other Model Policies 
 
Blue Avocado  
Nonprofit conflict of interest: A 3-Dimentional view 
http://blueavocado.org/content/nonprofit-conflict-interest-3-dimensional-view 
 
National Council of NonProfits 
https://www.councilofnonprofits.org/tools-resources/conflict-of-interest 
 
Net Places 
Sample Conflict of Interest Policy 
http://www.netplaces.com/starting-running-nonprofit/sample-documents/sample-conflict-of-
interest-policy.htm 
 
Nonprofit Risk Management Center 
Resources for Developing or Revising Conflict of Interest Policies 
https://www.nonprofitrisk.org/library/articles/board120307.shtml 
 
Attachments 

• Attachment A:  Model Conflict of Interest Policy Standards for Excellence Institute, 
1998-2015  

• Attachment B:  Model Disclosure Statement Standards for Excellence Institute, 1998-
2015 

• Attachment C:  Questionnaire on Family and Business Relationships and Interested 
Person Independence, Standards for Excellence Institute based on IRS Form 990 
Instructions, 2009. 
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Attachment A 
Standards for Excellence Institute  
Model Conflict of Interest Policy4 

 
I.  Application of Policy 
 
This policy applies to board members, staff and certain volunteers of ABC Nonprofit, Inc.  A 
volunteer is covered under this policy if that person has been granted significant independent 
decision making authority with respect to financial or other resources of the organization.  
Persons covered under this policy are hereinafter referred to as “interested parties.” 
 
II.  Conflict of Interest 
 
A conflict of interest may exist when the interests or concerns of an interested party may be seen 
as competing with the interests or concerns of the organization.  There are a variety of situations 
which raise conflict of interest concerns including, but not limited to, the following. 
 
Financial Interests - A conflict may exist where an interested party, or a relative or business 
associate of an interested party, directly or indirectly benefits or profits as a result of a decision 
made or transaction entered into by the organization.  Examples include situations where: 
 

• the organization contracts to purchase or lease goods, services, or properties from an 
interested party, or a relative, or business associate of an interested party; 

 
• the organization purchases an ownership interest in or invests in a business entity owned 

by an interested party, or by a relative or business associate of an interested party; 
 
• the organization offers employment to an interested party, or a relative, or business 

associate of an interested party, other than a person who is already employed by the 
organization; 

 
• an interested party, or a relative or business associate of an interested party, is provided 

with a gift, gratuity or favor, of a substantial nature, from a person or entity which does 
business, or seeks to do business, with the organization; 

 
• an interested party, or a relative or business associate of an interested party, is 

gratuitously provided use of the facilities, property, or services of the organization; 
 
• [add additional examples, if any] 

 
 

Other Interests - A conflict may also exist where an interested party, or a relative or business 
associate of an interested party, obtains a non-financial benefit or advantage that he would not 
                                                
4©1998-2015, Standards for Excellence Institute.  Permission granted for use by members of the 
Institute.   



 12 

have obtained absent his/her relationship with the organization, or where his/her duty or 
responsibility owed to the organization conflicts with a duty or responsibility owed to some other 
organization.  Examples include where: 
 

• an interested party seeks to obtain preferential treatment by the organization for himself, 
or relative, or business associate; 

o Due to the nature of the work of ABC Nonprofit, it is possible and even probable 
that board members or staff members may be in a position where their family 
members receive services from ABC Nonprofit.  Typically an employee should 
not work directly in the program where his/her family member is receiving 
services.  

o All employees should exercise care to ensure that they are not using their position 
to improperly influence or intervene to advocate for a member of their family that 
is receiving services (or on a waiting list to receive services).   

 
• an interested party seeks to make use of confidential information obtained from the 

organization for his own benefit, or for the benefit of a relative, business associate, or 
other organization; 

 
• an interested party seeks to take advantage of an opportunity, or enable a relative, 

business associate or other organization to take advantage of an opportunity, which s/he 
has reason to believe would be of interest to the organization; 

 
• [add additional examples if any] 

 
III.  Disclosure of Actual or Potential Conflicts of Interest 
 
An interested party is under a continuing obligation to disclose any actual or potential conflict of 
interest as soon as it is known, or reasonably should be known.   
 
An interested party shall complete a questionnaire, in the form attached hereto, to fully and 
completely disclose the material facts about any actual or potential conflicts of interest.  The 
disclosure statement shall be completed upon his/her association with the organization, and shall 
be updated annually thereafter.  An additional disclosure statement shall be filed at such time as 
an actual or potential conflict arises. 
 
For board members, the disclosure statements shall be provided to the President (Chairman) of 
the Board, or in the case of the President’s (Chairman’s) disclosure statement shall be provided 
to the Secretary of the Board.  Copies shall also be provided to the Chief Executive Officer of the 
organization. 
 
In the case of staff or volunteers with significant decision-making authority, the disclosure 
statements shall be provided to the Chief Executive Officer of the organization, or in the case of 
the Chief Executive Officer’s disclosure statement shall be provided to the President (Chairman) 
of the Board. 
 
The Secretary of the board of directors shall file copies of all disclosure statements with the 
official corporate records of the organization. 
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IV.  Procedures for Review of Actual or Potential Conflicts - Generally 
 
Whenever there is reason to believe that an actual or potential conflict of interest exists between 
ABC Nonprofit, Inc. and an interested party, the Board of Directors shall determine the 
appropriate organizational response.  This shall include, but not necessarily be limited to, 
invoking the procedures described in Section IV, below, with respect to a specific proposed 
action or transaction.   
 
Where the actual or potential conflict involves an employee of the organization other than the 
Executive Director, the Executive Director shall, in the first instance, be responsible for 
reviewing the matter and may take appropriate action as necessary to protect the interests of the 
organization.  The Executive Director shall report to the President (Chairman) the results of any 
review and the action taken.  The President (Chairman), in consultation with the Executive 
Committee, shall determine if any further board review or action is required.  
 
V.  Procedures for Addressing Conflicts of Interest - Specific Transactions 
 
Where an actual or potential conflict exists between the interests of ABC Nonprofit, Inc. and an 
interested party with respect to a specific proposed action or transaction, ABC Nonprofit shall 
refrain from the proposed action or transaction until such time as the proposed action or 
transaction has been approved by the disinterested members of the board of directors of the 
organization.  The following procedures shall apply: 
 

• An interested party who has an actual or potential conflict of interest with respect to a 
proposed action or transaction of the corporation shall not participate in anyway in, or be 
present during, the deliberations and decision making of the organization with respect to 
such action or transaction.  The interested party may, upon request, be available to 
answer questions or provide material factual information about the proposed action or 
transaction. 

 
• The disinterested members of the board of directors may approve the proposed action or 

transaction upon finding that it is in the best interests of the corporation.  The board shall 
consider whether the terms of the proposed transaction are fair and reasonable to the 
organization and whether it would be possible, with reasonable effort, to find a more 
advantageous arrangement with a party or entity that is not an interested party. 

 
• Approval by the disinterested members of the board of directors shall be by vote of a 

majority of directors in attendance at a meeting at which a quorum is present.  An 
interested party shall not be counted for purposes of determining whether a quorum is 
present, nor for purposes of determining what constitutes a majority vote of directors in 
attendance. 

 
• The minutes of the meeting shall reflect that the conflict disclosure was made, the vote 

taken and, where applicable, the abstention from voting and participation by the 
interested party. 
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VI. Conflicts of Interest and Compensation 
 
A voting member of the governing board who receives compensation, directly or indirectly, from 
the Organization for services is precluded from participating in discussion about, or voting on, 
matters pertaining to that member's compensation.  In the case where the highest ranking staff 
person is also a voting member of the board, that staff person is precluded from participating in 
discussion about, or voting on, matters related to his or her own performance evaluation, 
benefits, and grievances against that staff person. 
 
A voting member of any committee whose jurisdiction includes compensation matters and who 
receives compensation, directly or indirectly, from the Organization for services is precluded 
from participating in discussion about, or voting on, matters pertaining to that member's 
compensation. 
 
Any voting member of the governing board or any committee whose jurisdiction includes 
compensation matters and who receives compensation, directly or indirectly, from the 
Organization, either individually or collectively, is prohibited from providing information to any 
committee regarding compensation.  

 
 

VII.  Violations of Conflict of Interest Policy 
 
If the board of directors has reason to believe that an interested party has failed to disclose an 
actual or potential conflict of interest, it shall inform the person of the basis for such belief and 
afford the person an opportunity to explain the alleged failure to disclose. 
 
If, after hearing the response of the interested party and making such further investigation as may 
be warranted in the circumstances, the board determines that the interested party has in fact 
failed to disclose an actual or possible conflict of interest, it shall take appropriate disciplinary 
and corrective action.  
 
 
 
 
This policy is not intended to apply to a certain nonprofit or offer legal advice specific to your organization.  Such 
legal advice or opinions can only be rendered when related to distinct fact situations.  Rather, this policy is designed 
to be used as a resource to provide you with ideas, suggestions, and guidelines, which may be valuable to your 
organization as a starting point for your own policy.  
 

Carefully review every word in the policies you are interested in adopting and mold the language to your situation 
and organizational needs.  Finally, before publishing a policy, it is always wise to consult an attorney in your state 

who is versed in nonprofit law to conduct a thorough review of the policy.  
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Attachment B  
Standards for Excellence Institute   
Model Conflict of Interest Policy 

Annual Affirmation of Compliance and Disclosure 
Statement5 

 
I have received and carefully read the Conflict of Interest Policy for board members, staff and 
volunteers of ABC Nonprofit, Inc. and have considered not only the literal expression of the 
policy, but also its intent.  By signing this affirmation of compliance, I hereby affirm that I 
understand and agree to comply with the Conflict of Interest Policy.  I further understand that 
ABC Nonprofit Inc. is a charitable organization and that in order to maintain its federal tax 
exemption it must engage primarily in activities which accomplish one or more of its tax-exempt 
purposes. 
 
Except as otherwise indicated in the Disclosure Statement and attachments, if any, below, I 
hereby state that I do not, to the best of my knowledge, have any conflict of interest that may be 
seen as competing with the interests of ABC Nonprofit Inc., nor does any relative or business 
associate have such an actual or potential conflict of interest. 
 
If any situation should arise in the future which I think may involve me in a conflict of interest, I 
will promptly and fully disclose the circumstances to the President (Chairman) of the Board of 
Directors of ABC Nonprofit, Inc or to the Chief Executive Officer, as applicable. 
 
I further certify that the information set forth in the Disclosure Statement and attachments, if any, 
is true and correct to the best of my knowledge, information and belief. 
 
 
                                                                       
Name (Please print) 
 
 
 
                                                                                                                                                            
Signature      Date 
 
 
 
 
 

                                                
5© 1998-2015 Standards for Excellence Institute.  Permission granted for use by members of the Institute. 
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Disclosure Statement6 
Please complete the questionnaire, below, indicating any actual or potential conflicts of interest.  
If you answer “yes” to any of the questions, please provide a written description of the details of 
the specific action or transaction in the space allowed.  Attach additional sheets as needed. 
 
Financial Interests - A conflict may exist where an interested party, or a relative or business 
associate of an interested party, directly or indirectly benefits or profits as a result of a decision 
made or transaction entered into by the organization.    
 
Please indicate, during the past 12 months: 
 
Has the organization contracted to purchase or lease goods,   
services, or property from you, or from any of your relatives or   
business associates?         
 
If yes, please describe: 
 
 
 
Has the organization purchased an ownership interest in   
or invested in a business entity owned by you, or owned    
by any of your relatives or business associates?     
 
If yes, please describe: 
 
 
 
Has the organization offered employment to you, or to any    
of your relatives or business associates, other than a person  
who was already employed by the organization?     
 
If yes, please describe:  
 
 
 
Have you, or have any of your relatives or business associates,    
been provided with a gift, gratuity or favor, of a substantial nature,  
from a person or entity which does business, or seeks to do     
business, with the organization? 
 
If yes, please describe: 
 
 

                                                
6© 1998-2015 Standards for Excellence Institute.  Permission granted for use by members of the Institute.   

� Yes 

� No 

� Yes 

� No 

� Yes 

� No 

� Yes 

� No 
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Have you, or any of your relatives or business associate, been    
gratuitously provided use of the facilities, property, or services  
of the organization?          
 
If yes, please describe: 
 
 
 
-[add additional examples, if any]   
 
Other Interests - A conflict may also exist where an interested party, or a relative or business associate 
of an interested party, obtains a non-financial benefit or advantage that he would not have obtained 
absent his/her relationship with the organization, or where his/her duty or responsibility owed to the 
organization conflicts with a duty or responsibility owed to some other organization.   
 
Please indicate if at anytime during the past twelve months: 
 
Did you obtain preferential treatment by the organization for     
yourself, or for any of your relatives or business associates? 
 
If yes, please describe: 
 
 
 
Did you make use of confidential information obtained from the    
organization for your own benefit, or for the benefit of a relative,  
business associate, or other organization?       
 
If yes, please describe: 
 
 
 
Did you take advantage of an opportunity, or enable a relative,    
business associate or other organization to take advantage of  
an opportunity, which you had reason to believe would be of     
interest to the organization? 
 
If yes, please describe: 
 
 
 
-[add additional examples if any] 

� Yes 

� No 

� Yes 

� No 

� Yes 

� No 

� Yes 

� No 
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Attachment C 
Questionnaire on Family and Business Relationships   

and Interested Person Independence  
 
Attached is a listing of officers, directors, trustees, key employees, the five highest compensated 
employees, and the five highest compensated professional and independent contractors.   The IRS 
Form 990 requires that the organization report if any of these individuals are related to each other 
through family or business relationships.    The IRS definitions are: 

Family relationships includes an individual’s spouse, ancestors, children, grandchildren, 
great-grandchildren, siblings (whether by whole or half blood), and the spouses of children, 
grandchildren, great-grandchildren, and siblings. 
 
Business relationships are employment and contractual relationships, and common ownership 
of a business where any officers, directors, or trustees, individually or together, possess more 
than a 35% ownership interest in common.   Ownership means voting power in a corporation, 
profits interest in a partnership, or beneficial interest in a trust. 

  
" I have no family or business relationship with anyone on the attached list. 
" I have a family or business relationship with someone on the attached list. 
 
 Name of related person:________________________________________ 
 Nature of relationship:_________________________________________ 
 ___________________________________________________________ 
 ___________________________________________________________ 
 (Use reverse of this form if more than one related person.)  
 
Please check all that apply regarding the independence of you or your family for the ABC’s 
tax/fiscal year which began on ______ and ended on_____: 
 
" I have received compensation as an officer or other employee of the organization or of a related 

organization except as provided in a religious organization exception. 
" I have received compensation or other payments exceeding $10,000 during the organization’s 

tax year from the organization or related organizations as an independent contractor, other than 
reimbursement of expenses under an accountable plan or reasonable compensation for services 
provided in the capacity as a member of the governing body.   

" I or a member of my family was involved in a transaction with ABC Nonprofit (directly or 
indirectly through affiliation with another organization) including one of the following: excess 
benefit transactions, loans to or from interested persons, grants or assistance benefiting 
interested persons, or business transactions involving interested persons). 

" None of the above statements apply to me or my family members.   
 
 
_________________________________________   _____________ 
Signed         Date 
 
Source: Standards for Excellence Institute based on IRS Form 990 Instructions,
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Religious exception:  The member has taken a bona fide vow of poverty 
and either (a) receives compensation as an agent of a religious order or a 
section 501(d) religious or apostolic organization, but only under 
circumstances in which the member does not receive taxable income or 
belongs to a religious order that receives sponsorship or payments from 
the organization which do not constitute taxable income to the member. 
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PREAMBLE  
America’s nonprofit sector serves the public interest and plays an essential role in our society and economy. Hard at 
work strengthening communities across the nation, nonprofits enrich our lives in a variety of ways by creating a 
broad array of benefits to society in fields such as charitable, religious, scientific, economic, health, cultural, civil 
rights, environment, and education.  
 
Public investment and confidence drive the success of nonprofit organizations.  Individuals, corporations, 
foundations, and federal, state, and local governments add value to the services that nonprofits provide by investing 
time, resources, and funds.   
 
The Standards for Excellence Institute aims to raise the level of accountability, transparency, and effectiveness of all 
nonprofit organizations by fostering excellence and inspiring trust.  The Standards for Excellence code (Standards, 
or code) provides a framework and step-by-step guidelines to achieve a well-managed and responsibly-governed 
organization.  
 
The code builds upon the legal foundations of nonprofit management, governance, and operations to embrace 
fundamental values such as honesty, integrity, fairness, respect, trust, compassion, responsibility, and transparency.  
The code consists of six Guiding Principles in 27 topic areas with specific performance benchmarks that 
characterize effective, ethical, and accountable organizations. The Institute helps the nonprofit sector operate in 
accordance with the Standards for Excellence code by providing educational resources, assistance, and a voluntary 
accreditation process.   
 
The Standards for Excellence Institute encourages all nonprofit organizations to adopt the Guiding Principles of the 
Standards for Excellence code. By implementing the performance benchmarks in the code, nonprofit organizations 
will meet the highest ethical standards for effective service in the public interest. 
 
STANDARDS FOR EXCELLENCE - GUIDING PRINCIPLES   
 
I.      MISSION, STRATEGY and EVALUATION 
Guiding Principle: Nonprofits are founded for the public good and operate to accomplish a stated purpose through 
specific program activities. A nonprofit should have a well-defined mission, and its programs should effectively and 
efficiently work toward achieving that mission. Nonprofits have an obligation to ensure program effectiveness and 
to devote the resources of the organization to achieving its stated purpose. 
 
II.     LEADERSHIP: BOARD, STAFF, and VOLUNTEERS 
Guiding Principle: Nonprofits depend upon effective leadership to successfully enact their missions and programs.  
Effective leadership consists of a partnership between the board and management, each of which plays an essential 
role. Understanding and negotiating these shared and complex elements of leadership is essential to the 
organization’s success. A nonprofit's employees and volunteers are fundamental to its ability to achieve its mission. 
 
Board members are in a position of trust to ensure that resources are used to carry out the mission of the 
organization. An organization’s board leadership should consist of volunteers who are committed to the mission and 
who demonstrate an understanding of the community served. An effective nonprofit board should determine the 
mission of the organization, establish management policies and procedures, assure that adequate human and 
financial resources are available, and actively monitor the organization's allocation of resources to effectively and 
efficiently fulfill its mission.   
 
Nonprofits should also have executive leadership which carries out the day-to-day operations of the organization, 
ensures financial and organizational sustainability, and provides adequate information to the board of directors. An 
organization's human resource policies should address both paid employees and volunteers and should be fair, 
establish clear expectations, and provide meaningful and effective performance evaluation. 
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III.    LEGAL COMPLIANCE and ETHICS 
Guiding Principle: Nonprofits enjoy the public’s trust, and therefore must comply with a diverse array of legal and 
regulatory requirements.  Organizations should conduct periodic reviews to address regulatory and fiduciary 
concerns. One of a leadership’s fundamental responsibilities is to ensure that the organization governs and operates 
in an ethical and legal manner. Fostering exemplary conduct is one of the most effective means of developing 
internal and external trust as well as preventing misconduct.  Moreover, to honor the trust that the public has given 
them, nonprofits have an obligation to go beyond legal requirements and embrace the highest ethical practices. 
Nonprofit board, staff, and volunteers must act in the best interest of the organization, rather than in furtherance of 
personal interests or the interests of third parties. A nonprofit should have policies in place, and should routinely and 
systematically implement those policies, to prevent actual, potential, or perceived conflicts of interest.  Ethics and 
compliance reinforce each other. 
 
IV.     FINANCE AND OPERATIONS 
Guiding Principle: Nonprofits should have sound financial and operational systems in place and should ensure that 
accurate records are kept. The organization's financial and nonfinancial resources must be used in furtherance of tax-
exempt purposes. Organizations should conduct periodic reviews to address accuracy and transparency of financial 
and operational reporting, and safeguards to protect the integrity of the reporting systems. 
 
V.      RESOURCE DEVELOPMENT 
Guiding Principle: The responsibility for resource development is shared by the board and staff.  Nonprofit 
organizations depend on an array of sources of financial support. An organization's resource development program 
should be maintained on a foundation of truthfulness and responsible stewardship. Its resource development policies 
should be consistent with its mission, compatible with its organizational capacity, and respectful of the interests of 
donors, prospective donors, and others providing resources to the organization. 
 
VI.     PUBLIC AWARENESS, ENGAGEMENT, and ADVOCACY 
Guiding Principle: Nonprofits should represent the interests of the people they serve through public education and 
public policy advocacy, as well as by encouraging board members, staff, volunteers, and stakeholders to participate 
in the public affairs of the community. When appropriate to advance the organization’s mission, nonprofits should 
engage in promoting public participation in community affairs and elections.  As such, they should communicate in 
an effective manner to educate, inform, and engage the public. 
 
 
ABOUT THE STANDARDS FOR EXCELLENCE INSTITUTE 
The Standards for Excellence Institute is a national initiative established to promote the highest standards of ethics 
and accountability in nonprofit governance, management and operations, and to facilitate adherence to those 
standards by all nonprofit organizations.  The Institute uses as a vehicle the Standards for Excellence program, a 
system of nonprofit sector industry self-regulation originated by the Maryland Association of Nonprofit 
Organizations and currently replicated by licensed partners in Alabama, Central Virginia, Colorado Springs, 
Delaware, Ohio, Oklahoma, and Pennsylvania. The program is also being offered to chapters of The Arc nationwide 
through The Arc of the United States, to the American Nurses Association, and to Catholic nonprofit organizations 
nationwide through the National Leadership Roundtable on Church Management. 
 
The centerpiece of the Institute’s program is the Standards for Excellence: An Ethics and Accountability Code for 
the Nonprofit Sector.  The Institute also makes available to member organizations a comprehensive system of 
educational tools to enable individual nonprofit organizations to improve their governance and management 
practices. Standards for Excellence accreditation is available to individual organizations through a rigorous peer 
review process in selected locations and nationwide through the Standards for Excellence Institute. 
 
For more information about joining the Standards for Excellence Institute or to obtain additional copies of the 
booklet or educational resource packets visit our website at www.standardsforexcellenceinstitute.org.  
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DEVELOPING A CODE OF ETHICS 

 
As the Standards for Excellence: An Ethics and Accountability Code for the Nonprofit Sector® 
states: 
 
Nonprofits should ensure that they have explicit and clear ethical principles and, as appropriate, 
operational or program standards that have been adopted by their board and discussed with their 
staff and that are transparently clear to all stakeholders.  
 
A code of ethics is a statement of how to put your values into practice.1 Nonprofit agencies 
develop codes of ethics and ethics programs as a means of upholding high standards, and to 
share the agencies’ vision and values. Ethical codes can also help shape the organizational 
culture around particular areas identified by the agency. 
 
Establishing a code of ethics sets the tone of the agency both internally and externally -- 
anchored by the organization’s values. Public trust is an important factor in relation to the bond 
created between agencies and individuals. Although a code of ethics may not always prevent 
ethical wrongdoing, it does ensure all involved know what the ethical rules are and fosters a 
positive climate encouraging ethical behavior of an organization’s staff, board, and volunteers.  
A code of ethics can also serve as a critical road-map for those tough-to-negotiate gray areas that 
surface in day-to-day operations. 
 
A code of ethics can shape the ethical culture of an organization and the conduct of employees 
and directors. According to the Ethics Resource Center’s National Business Ethics Survey, 
“When companies value ethical performance and build strong cultures, misconduct is 
substantially lower.”2 In strong, positive ethical cultures, everyone is influenced to make better 
decisions.  
 
To share the agency’s vision and values, a code of ethics must be developed and communicated. 
Elements of the code of ethics are individually tailored to each organization, but there may be 
common elements that ethical codes share. Often, code of ethics focus on values like respect, 
beneficence, and trust.  
 
An organization’s code of ethics should reflect its culture. The culture of the agency generally 
refers to the shared mission and values as accepted by board members, executive directors, and 
employees.  Culture is reflected in the way things get done and the way decisions are made. 
Culture can range from the dress code of the agency, to the way in which employees interact 
among themselves and their constituency, and the business of achieving the organization’s 
mission.  
                                                
1 Independent Sector. “Checklist for Developing a Statement of Values and Code of Ethics.” 
https://www.independentsector.org/code_checklist#sthash.meVfv1SK.dpbs  
2 Harned, Patricia J, (2013). “National Business Ethics Survey of the U.S. Workforce (8th ed.).” Ethics Resource 
Center. Arlington, VA.  
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Ethical codes can be aspirational, performance-based or a combination of both. Aspirational 
benchmarks are based on values and performance benchmarks are based on conduct. The 
Standards for Excellence preamble provides examples of aspirational benchmarks. It states, “The 
Standards for Excellence Institute aims to raise the level of accountability, transparency and 
effectiveness of all nonprofit organizations to foster excellence and to inspire trust.”3 The 
Standards for Excellence code also offers examples of performance-based benchmarks; for 
instance sections on maintaining legal compliance, including required public disclosure 
statements, reporting misconduct and avoiding conflicts of interest are all examples of 
performance-based benchmarks. In this case, the performance benchmarks provide a detailed 
outline that supports one of the guiding principles of the Standards for Excellence code.  
 
Steps in Developing a Code of Ethics 
Step 1: Recruit a Working Group 
The development of a code of ethics should not be delegated solely to one or two board members 
or employees. Rather, a working group tasked with developing the code of ethics should bring 
together board members, staff, other volunteers, and/or stakeholders. Together, the group should 
provide a broad representation of the entire organization. This work group can consult with staff 
members and review existing models as a means to draft the code. The work group should 
conduct a thorough review of the organization’s “values, issues, conflicts, and challenges to 
which any successful code must relate.”4 
 
Step 2: Research Other Codes of Ethics  
This research may include reviewing codes from similar nonprofit entities, reviewing codes by 
professions in your field or from other businesses or government, or looking more in-depth at 
targeted content areas and assessing the features that are most relevant to your agency.  
 
While researching other codes of ethics, avoid utilizing other codes verbatim unless the code fits 
perfectly with your aims and you have received permission from the agency. For example, the 
Donor Bill of Rights, created by the Association of Fundraising Professionals (AFP), the 
Association of Healthcare Philanthropy (AHP), the Council for Advancement and Support of 
Education (CASE), and the Giving Institute: Leading Consultants to Non-Profits, has a process 
(involving the submission of a request form) in place for nonprofits that wish to reprint or 
reproduce the document for their work. Numerous organizations have endorsed the document.  
 
It is rare that two organizations have the same needs for ethical codes, so it is vital to tailor your 
code of ethics to the specific needs and culture of your organization. And, of course, remember 
to carefully respect copyrighted materials. When in doubt, always seek the permission from the 
author of a code of ethics or other document for needed permissions.  
 

                                                
3 Standards for Excellence Institute. (2014). “The Standards for Excellence: An Ethics and Accountability Code for 
the Nonprofit Sector (2nd ed.).” Baltimore, MD. 
 
4 Kolb, C.E.M, (1999). “Developing an Ethics Program: A Case Study for Nonprofit Organizations.” Washington, 
DC: National Center for Nonprofit Boards.  
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Independent Sector provides a terrific resource for codes of ethics and can be accessed at 
www.independentsector.org, including one hundred standards, codes, and principles for 
nonprofit and philanthropic organizations, and allows for other organizations to submit 
information for inclusion in this compendium. Here is information on the organization of the 
Compendium of Standards, Codes, and Practices: 
http://www.independentsector.org/compendium_of_standards#sthash.clSgjNwe.dpbs. 
 
Note: Members of the Standards for Excellence Institute and licensed Standards for Excellence 
replication partners may endorse the preamble and guiding principles of the Standards for 
Excellence with attribution, but modifications are not permitted. The citing organization must 
also receive written permission from the Standards for Excellence Institute or a licensed 
replication partner and include a specific disclaimer statement with the code in all instances.   
 
Step 3: Preliminary Decisions about the Focus and Structure of the Code of Ethics  
Ethical codes cover organizations as well as professions. Social workers, doctors, and lawyers 
have professional ethical codes. Organizations should take great care to ensure that their own 
codes of ethics are supportive of and complementary with, rather than in opposition to, codes of 
ethics for professions relevant to their work. 
 
Step 4: Drafting the Code of Ethics  
There are several steps involved in drafting a code of ethics. These steps may be altered 
depending on the drafting documentation process of your organization. 
 In the working group, review the codes of ethics you have gathered as examples from other 
organizations. Determine the general length and level of detail you would like your code to 
emulate. Determine what headers or main categories you want to include in the code and develop 
a rough outline for your code. Consider the content of the organization’s code as essential in 
reflecting the organization’s culture. Allow for separate documents for special content areas that 
may require in-depth treatment. (This may include policies such as conflict of interest policy, 
whistleblower policy, and gifts policies.) 
a) Draft an outline and share it, along with what you have learned from other codes, with a 

larger group – perhaps at a staff meeting – to get general input on the direction for the 
code and what areas are most important to address.  

b) Assign volunteers from within the working group to draft different sections of the code.  
c) Assign one editor to unify the language and style of all the sections. The level of detail 

should be consistent throughout the code. Consistency of detail will help to minimize any 
gray areas or prevent information from being vague. 

d) Meet as a working group to refine the draft. 
 

Step 5: Testing the Code of Ethics  
Once a draft of your code is developed it should be tested before the final code is adopted. 
Ethical codes may be tested in multiple ways, including surveys or small group discussions. This 
will allow an opportunity for all key stakeholders to provide input. Remember the code of ethics 
reflects the culture of the organization so it is important that there is buy-in from employees to 
follow the code. With broad employee input, the code of ethics will be comprehensive and 
reflects the whole culture of the agency not just management. Meet as a working group to 
discuss staff input and make adjustments to the final draft  
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Step 6: Approval by Leadership  
The final draft of the code of ethics should be presented to the board of directors for approval 
much like the mission statement and other agency policies. The board of directors should also 
complete an annual review of the established code for potential revisions. This will assure your 
organization that the language will continue to serve the expectations and needs of the 
organization5. 
 
Step 7: Dissemination and Education 
An ethics code holds its value as a living, breathing document which the board, employees, and 
volunteers should be able to easily access as a resource. A plan should be established to 
implement and enforce the code of ethics as well as provide ongoing training so that all key (and 
active) stakeholders are familiarized with the code. Some agencies hold mandatory 
trainings/discussions periodically to keep the code of ethics on the mind of staff. The key is to 
ensure that the values within the code are put into practice.  
 
A strong compliance program may be useful in the prevention of fraud in an organization as 
discussed here in the Nonprofit Quarterly https://nonprofitquarterly.org/management/23330-
keeping-your-nonprofit-safe-from-fraud.html. Each organization has to decide whether signing 
the code is mandatory or voluntary. The code should be the shared values of the organization 
therefore employees should have a broad acceptance of the code. Enforcement mechanisms may 
vary by agency but may include: Ombudsman service, ethics officer hotline, informal 
educational opportunities, and a confidential means to report improprieties. One resource of 
nonprofit ethics case studies is the Institute for Global Ethics www.globalethics.org.  
 
Step 8: Maintenance 
The code of ethics is just like any other key policy of your organization. Once the code of ethics 
has been developed, approved, and implemented, a maintenance plan should be developed to 
review and revise the code periodically. A timeline can be set to determine how and when the 
code will be reviewed and revised. This timeline may also include periods when suggestions are 
collected about the code of ethics. Periodic reviews of the content may help to ensure that the 
language of the code addresses the day-to-day needs of the organization6.  
 
 
Selected Resources for Developing an Ethics Code 
 
Books  
 
Bellamy, M.G. & Gartner, W.B. Creating the Enterprise. Mason, OH: Thompson Higher 
Education, 2009. 
 
Collins, D. Essentials of Business Ethics: Creating an Organization of High Integrity   and 
Superior Performance. Hoboken, NJ: John Wiley & Sons, Inc, 2009.  
                                                
5 Kolb. Charles E.M. (1999). Developing an Ethics Program: A Case Study for Nonprofit Organizations (1st ed.). 
Washington, DC:. National Center for Nonprofit Boards.  
6 Kolb, 1999. 
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Kolb, C.E.M. Developing an Ethics Program: A Case Study for Nonprofit Organizations.  
Washington, DC: National Center for Nonprofit Boards, 1999. 
 
Murphy, P. Eighty Exemplary Ethics Statements. Notre Dame, IN: University of Notre  
Dame Press, 1997. 
 
Websites to review for developing an code of ethics: 
 
Ethics Resource Center  
www.ethics.org 
 
Ethics & Compliance Officer Association (ECOA)  
http://www.theecoa.org/ 
 
Ethisphere Institute  
http://ethisphere.com/ 
 
Independent Sector  
http://www.independentsector.org/ 
 
Institute for Global Ethics  
www.globalethics.org 
 
National Council of Nonprofits  
http://www.councilofnonprofits.org/ 
 
“A Guide to Developing Your Organization’s Code of Ethics” by Ethics Resource Center 
http://www.shrm.org/about/Documents/organization-coe.pdf 
 
“Considerations for Writing a Code of Ethics.”  by C. MacDonald.  
Retrieved from http://www.ethicsweb.ca/codes/writing-a-code-of-ethics.htm 
Sample code of ethics that may be reviewed and adapted for your organizations code of 
ethics: 
 
Charles Stewart Mott Foundation 
http://www.mott.org/about/values/codeofethics.aspx 
 
 
 
 
 
Acknowledgement: Special thanks to Tamika Duppins for her excellent work on this bulletin. 
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PREAMBLE  
America’s nonprofit sector serves the public interest and plays an essential role in our society and economy. Hard at 
work strengthening communities across the nation, nonprofits enrich our lives in a variety of ways by creating a 
broad array of benefits to society in fields such as charitable, religious, scientific, economic, health, cultural, civil 
rights, environment, and education.  
 
Public investment and confidence drive the success of nonprofit organizations.  Individuals, corporations, 
foundations, and federal, state, and local governments add value to the services that nonprofits provide by investing 
time, resources, and funds.   
 
The Standards for Excellence Institute aims to raise the level of accountability, transparency, and effectiveness of all 
nonprofit organizations to foster excellence and inspire trust. The Standards for Excellence code (Standards, or 
code) provides a framework and step-by-step guidelines to achieve a well-managed and responsibly governed 
organization.  
 
The code builds upon the legal foundations of nonprofit management, governance, and operations to embrace 
fundamental values such as honesty, integrity, fairness, respect, trust, compassion, responsibility, and transparency. 
The code consists of six Guiding Principles in 27 topic areas with specific performance benchmarks that 
characterize effective, ethical, and accountable organizations. The Institute helps the nonprofit sector operate in 
accordance with the Standards for Excellence code by providing educational resources, assistance, and a voluntary 
accreditation process.   
 
The Standards for Excellence Institute encourages all nonprofit organizations to adopt the Guiding Principles of the 
Standards for Excellence code. By implementing the performance benchmarks in the code, nonprofit organizations 
will meet the highest ethical standards for effective service in the public interest. 
 
STANDARDS FOR EXCELLENCE - GUIDING PRINCIPLES   
 
I.      MISSION, STRATEGY and EVALUATION 
Guiding Principle: Nonprofits are founded for the public good and operate to accomplish a stated purpose through 
specific program activities. A nonprofit should have a well-defined mission, and its programs should effectively and 
efficiently work toward achieving that mission. Nonprofits have an obligation to ensure program effectiveness and 
to devote the resources of the organization to achieving its stated purpose. 
 
II.     LEADERSHIP: BOARD, STAFF, and VOLUNTEERS 
Guiding Principle: Nonprofits depend upon effective leadership to successfully enact their missions and programs. 
Effective leadership consists of a partnership between the board and management, each of which plays an essential 
role. Understanding and negotiating these shared and complex elements of leadership is essential to the 
organization’s success. A nonprofit's employees and volunteers are fundamental to its ability to achieve its mission. 
 
Board members are in a position of trust to ensure that resources are used to carry out the mission of the 
organization. An organization’s board leadership should consist of volunteers who are committed to the mission and 
who demonstrate an understanding of the community served. An effective nonprofit board should determine the 
mission of the organization, establish management policies and procedures, assure that adequate human and 
financial resources are available, and actively monitor the organization's allocation of resources to effectively and 
efficiently fulfill its mission.   
 
Nonprofits should also have executive leadership which carries out the day-to-day operations of the organization, 
ensures financial and organizational sustainability, and provides adequate information to the board of directors. An 
organization's human resource policies should address both paid employees and volunteers and should be fair, 
establish clear expectations, and provide meaningful and effective performance evaluation. 
 
III.    LEGAL COMPLIANCE and ETHICS 
Guiding Principle: Nonprofits enjoy the public’s trust, and therefore must comply with a diverse array of legal and 
regulatory requirements. Organizations should conduct periodic reviews to address regulatory and fiduciary 
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concerns. One of a leadership’s fundamental responsibilities is to ensure that the organization governs and operates 
in an ethical and legal manner. Fostering exemplary conduct is one of the most effective means of developing 
internal and external trust as well as preventing misconduct. Moreover, to honor the trust that the public has given 
them, nonprofits have an obligation to go beyond legal requirements and embrace the highest ethical practices. 
Nonprofit board, staff, and volunteers must act in the best interest of the organization, rather than in furtherance of 
personal interests or the interests of third parties. A nonprofit should have policies in place, and should routinely and 
systematically implement those policies, to prevent actual, potential, or perceived conflicts of interest. Ethics and 
compliance reinforce each other. 
 
IV.     FINANCE AND OPERATIONS 
Guiding Principle: Nonprofits should have sound financial and operational systems in place and should ensure that 
accurate records are kept. The organization's financial and nonfinancial resources must be used in furtherance of tax-
exempt purposes. Organizations should conduct periodic reviews to address accuracy and transparency of financial 
and operational reporting, and safeguards to protect the integrity of the reporting systems. 
 
V.      RESOURCE DEVELOPMENT 
Guiding Principle: The responsibility for resource development is shared by the board and staff. Nonprofit 
organizations depend on an array of sources of financial support. An organization's resource development program 
should be maintained on a foundation of truthfulness and responsible stewardship. Its resource development policies 
should be consistent with its mission, compatible with its organizational capacity, and respectful of the interests of 
donors, prospective donors, and others providing resources to the organization. 
 
VI.     PUBLIC AWARENESS, ENGAGEMENT, and ADVOCACY 
Guiding Principle: Nonprofits should represent the interests of the people they serve through public education and 
public policy advocacy, as well as by encouraging board members, staff, volunteers, and stakeholders to participate 
in the public affairs of the community. When appropriate to advance the organization’s mission, nonprofits should 
engage in promoting public participation in community affairs and elections As such, they should communicate in 
an effective manner to educate, inform, and engage the public. 
 
 
 
ABOUT THE STANDARDS FOR EXCELLENCE INSTITUTE 
The Standards for Excellence Institute is a national initiative established to promote the highest standards of ethics 
and accountability in nonprofit governance, management and operations, and to facilitate adherence to those 
standards by all nonprofit organizations. The Institute uses as a vehicle the Standards for Excellence program, a 
system of nonprofit sector industry self-regulation originated by the Maryland Association of Nonprofit 
Organizations and currently replicated by licensed partners in Alabama, Central Virginia, Colorado Springs, 
Delaware, Ohio, Oklahoma, and Pennsylvania. The program is also being offered to chapters of The Arc nationwide 
through The Arc of the United States, to the American Nurses Association, and to Catholic nonprofit organizations 
nationwide through the National Leadership Roundtable on Church Management. 
 
The centerpiece of the Institute’s program is the Standards for Excellence: An Ethics and Accountability Code for 
the Nonprofit Sector. The Institute also makes available to member organizations a comprehensive system of 
educational tools to enable individual nonprofit organizations to improve their governance and management 
practices. Standards for Excellence accreditation is available to individual organizations through a rigorous peer 
review process in selected locations and nationwide through the Standards for Excellence Institute. 
 
For more information about joining the Standards for Excellence Institute or to obtain additional copies of the 
booklet or educational resource packets visit our website at www.standardsforexcellenceinstitute.org.  
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  WORKING PROFESSIONALLY AND 
RESPECTFULLY WITH PROGRAM 

STAKEHOLDERS 
 
 
As the Standards for Excellence: An Ethics and Accountability Code for the Nonprofit Sector® 
states: 
 
In rendering its programs or services, a nonprofit should act with the utmost professionalism and 
treat persons served with respect.            
                                                                                                                                                                            
Nonprofits should provide an effective procedure for problem solving or reporting grievances, 
including but not limited to, legal or ethical misconduct by the organization’s employees and 
volunteers. The procedure should include actions for addressing and resolving complaints 
effectively.  
 
Nonprofits should have policies in place that protect the confidentiality and privacy of personal 
information. 
 
Introduction 
Nonprofits serve a wide range of individuals, populations, and communities, all with unique 
backgrounds and characteristics. In all cases, individuals served should be treated with respect in 
a manner that is free from exploitation.  
 
The Standards for Excellence: An Ethics and Accountability Code for the Nonprofit Sector states 
that nonprofits should have policies in place that protect the confidentiality of personal 
information.  Nonprofits should also have grievance procedures in place to address complaints 
and concerns from program participants. 
 
Respect 
Respect is demonstrated in actions and interactions among and between your employees and 
volunteers and the people who participate in your programs. Some examples include:  

• asking for and listening to others' opinions and ideas 
• showing courtesy and kindness 
• promoting openness 
• ensuring fairness 
• welcoming inclusion 
• giving recognition 
• being sensitive to others 

 
These principles may be found in your organization's values statement or code of conduct.  
Employee and volunteer orientation, ongoing training and education, and performance 
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evaluations should regularly include these topics and reinforce their importance throughout the 
organization. The Standard for Excellence educational resource packet on Developing a Code of 
Ethics may also provide some helpful resources in this area.  
 
In addition to demonstrating respect through personal interactions, organizations should also 
examine how well their written and verbal communication, photographs and images, social 
media sites, and physical environments promote value and respect for the people they serve and 
the people they would like to serve. Put yourself in the position of someone who may not yet be 
a typical program participant and look at your space, materials, topics, programs, etc.  Ask 
yourself whether your programs feel welcoming and ready to serve everyone. For example: 
 

• Are all meeting spaces accessible? 
• Are sign language or non-English interpreters available when needed? 
• Do images and photographs portray a diverse group of people in terms of race, gender, 

ethnicity, nationality, and disability? 
• Are written materials written in plain language that all members of the public can 

understand? 
• Do any materials portray program participants as helpless or objects of pity or any other 

negative stereotype? 
• Are programs or topics presented in a manner that is narrowly focused and may exclude 

other people? 
• Are you using the same terminology to describe or refer to people as they themselves 

would use? 
 

The Standard for Excellence educational resource packet on Cultural Competency may also 
provide some helpful resources in this area.  
 
Confidentiality Policies 
"Confidentiality pertains to the treatment of information that an individual has disclosed in a 
relationship of trust and with the expectation that it will not be divulged to others without 
permission in ways that are inconsistent with the understanding of the original disclosure."1 
 
Employees and volunteers in nonprofit organizations often deal with confidential information. 
As a result, organizations should have appropriate policies in place that cover how personal and 
confidential information are handled. The purpose of a policy on confidentiality is to identify 
confidential information and to alert employees about the importance of protecting those records, 
as well as personal information. To strengthen the language of the policy, it should also specify 
corrective action in the event of an unauthorized release of confidential information.2 

                                                
1 UC Irvine Office of Research. http://www.research.uci.edu/compliance/human-research-
protections/researchers/privacy-and-confidentiality.html#confidentiality 
2 It is important to mention that this Standards for Excellence educational resource packet addresses confidentiality 
of program participant or client information as opposed to confidentiality of staff information which is covered in 
the Personnel Policies Standards for Excellence educational resource packet or confidentiality of donor information 
which is covered in the Fundraising, Solicitation, Acceptance of Gifts, and Working with Donors Standards for 
Excellence educational resource packet. 
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When developing a confidentiality policy for your organization, you may want to consider 
addressing the following topics: 

• Applicable state or federal laws regarding confidentiality of records that apply to your 
organization - such as: 
o Health Insurance Portability and Accountability Act (HIPPA)3 
o Mandatory Reporting of Abuse and Neglect4 

• Defining the types of information that is categorized as confidential 
• Affirming that any confidential information cannot be revealed, except under the 

direction and the approval of a supervisor  
• Securing confidential documents in locked cabinets or containers when not in use  
• Limiting posting, reproduction, and/or distribution of confidential information  
• Ensuring that the recipient of confidential information has a legitimate need to know the 

information  
• Avoiding discussion of confidential matters with others both in and outside of the 

organization 
• Properly disposing of records to ensure that confidential information is not revealed 
• Describing specific employment or volunteer practices: 

o Orientation on protecting records confidentially 
o Signing a confidentiality agreement 
o Corrective action in the event of a breach in confidentiality 
o Returning all confidential and sensitive information upon leaving the organization 

 
It is important to include discussion of the various ways confidential information may be 
revealed. This includes typical scenarios such as improper handling of written documents, 
professional conversations that may be overheard, or casual conversations that involve others 
without a legitimate need to know. It is also important to emphasize that improper use of social 
media carries with it an added dimension in the breach of confidentiality in that the distribution 
of information is so widespread and often not retrievable. 
 
Program participants should be made aware of their right to privacy, what information may be 
disclosed or shared, and should have access to the organization’s confidentiality policies.  
 
A sample confidentiality policy is provided as an attachment to this Standards for Excellence 
educational resource packet. Please note that this policy was designed for a specific organization 
operating within a specific state with its own unique set of circumstances. Confidentiality 
policies must be carefully considered for each organization independently and should not be 
copied verbatim from another nonprofit operating in a different environment under a different set 
of circumstances. 
 

                                                
3 U.S. Department of Health and Human Services  http://www.hhs.gov/ocr/privacy/index.html 
4 U.S. Department of Health and Human Services  https://www.childwelfare.gov/topics/systemwide/laws-
policies/statutes/manda/?hasBeenRedirected=1 
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Grievance Procedures 
Instituting a grievance procedure can be an effective way to solve problems before they escalate 
and a way to improve communication between program participants, staff, and volunteers. A 
grievance procedure allows staff members, volunteers, and program participants to voice 
concerns or complaints, without being penalized. Grievance procedures outline a clear chain of 
communication with a specific procedure for filing a complaint. These procedures should be 
publicized to staff, volunteers, and program participants in a regular or systematic way. For 
instance, some nonprofits provide this information during the initial encounter with a program 
participant or service recipient.5   
 
One of the most important aspects of grievance procedures is to ensure that all program 
participants, staff, and volunteers are aware of the procedures for handling grievances. 
Depending on the culture of your organization, the types of services you provide, and your 
population of program participants, you may want to consider a variety of different approaches 
to grievance reporting. Some organizations develop a Grievance Report form. Such a form might 
include: the reporter’s name, the date the grievance was filed, the date the incident took place, 
the time, the nonprofit policy that has been violated, names of witnesses, and a detailed 
description of the incident. Other nonprofits may not require a special grievance form, but may 
wish to include information about the procedures for filing a grievance in communications like 
newsletters, brochures, intake questionnaires, posters displayed in the facility, or on the 
organization's website.   
 
A grievance procedure may be as simple as the following: 

 
ABC Nonprofit is committed to addressing problems when they occur. If the staff is 
unable to satisfactorily resolve a [program participant] complaint, staff members are 
expected to bring the problem to the attention of their immediate supervisor or member of 
the Senior Management Team. [Program participants] are encouraged to bring any 
unresolved problems or concerns to the attention of the Executive Director, or the Board 
Chair, at the earliest possible time. 

 
In this particular situation, the nonprofit incorporated the grievance procedure into a broader 
document called Service Standards which is distributed to program participants at their initial 
encounter and annually thereafter. This type of statement could also be included in a newsletter 
distributed to program participants.   
 
The grievance procedure should state the organization's policy against retaliation toward an 
individual who files a grievance, as well as how their privacy will be protected. It should provide 
a second avenue for grievance in the event that the grievance is being lodged against the person 
listed as the point of contact in the grievance procedure. In those situations where a participant 
has paid a fee for participation, the organization may wish to include its policy for issuing 

                                                
5It is important to mention that this Standards for Excellence educational resource packet addresses grievances 
procedures as they relate to program participants rather than staff grievances. Your nonprofit may also have a 
grievance procedure for staff conflicts and grievances as part of the employee handbook or personnel policies.  This 
is a separate issue and is addressed in the Standards for Excellence educational resource packet on Personnel 
Policies. 
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refunds, rain checks, or exchanges. In its Managing Risk in Nonprofit Organizations: A 
Comprehensive Guide, the Nonprofit Risk Management Center states that the existence of 
grievance procedures are especially important in situations where “a client is denied services or 
has had his or her eligibility discontinued.”6 
 
A sample grievance procedure is provided in this Standards for Excellence educational resource 
packet. 
 
 
Selected Resources for Working Professionally and Respectfully with 
Program Participants  
 
 
Books, Websites, and Articles 
 
Folkins, J.  Resource on Person-First Language: The Language Used to Describe Individuals 
With Disabilities.  Washington, DC: American Speech and Hearing Association. December 
1992.  http://www.asha.org/publications/journals/submissions/person_first.htm 
 
Friedman, M. Trying Hard is Not Good Enough: How to Produce Measurable Improvements for 
Consumers and Communities. Victoria, British Columbia: Trafford Publishing, 2009. 
 
Building Changes: End Homelessness Together.  Assessment Forms, ROI’s and MOU/A’s and 
Client Grievance and Rights.  http://buildingchanges.org/item/579-assessment-forms-rois-and-
mou-as-and-client-grievance-and-rights  
 
University of Colorado Health System Grievance Process Concerns Regarding Your Care:  
https://www.uchealth.org/southerncolorado/Pages/Patients-and-Visitors/Grievance-Process-
Concerns-Regarding-Your-Care.aspx    
 
Attachments 

• Attachment A:  Statement of Privacy, Maryland Nonprofits 
• Attachment B: Sample Client Confidentiality Policy with Accompanying Enrollment 

Form and Family Rights Policy, Prince George’s Childcare Resource Center 
• Attachment C:  Fundamental Human Rights Policy, Humanim 

                                                
6 Herman, Melanie L, George L. Head, Peggy M. Jackson, and Toni E. Fogarty. Managing Risk in Nonprofit 
Organizations: A Comprehensive Guide, The Nonprofit Risk Management Center,  2003. 
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Attachment A  

Sample Statement of Privacy 
 (Maryland Nonprofits) 

 
Maryland Nonprofits is committed to protecting your privacy and developing technology that gives you the 
most powerful and safe online experience. This Statement of Privacy applies to the Maryland Nonprofits Web 
site and governs data collection and usage. By using the Maryland Nonprofits website, you consent to the data 
practices described in this statement. 

Collection of your Personal Information 
Maryland Nonprofits collects personally identifiable information, such as your e-mail address, name, home or 
work address or telephone number. Maryland Nonprofits also collects anonymous demographic information, 
which is not unique to you, such as your ZIP code, age, gender, preferences, interests and favorites. 

There is also information about your computer hardware and software that is automatically collected by 
Maryland Nonprofits. This information can include: your IP address, browser type, domain names, access 
times and referring Web site addresses. This information is used by Maryland Nonprofits for the operation of 
the service, to maintain quality of the service, and to provide general statistics regarding use of the Maryland 
Nonprofits Web site. 

Please keep in mind that if you directly disclose personally identifiable information or personally sensitive data 
through Maryland Nonprofits public message boards, this information may be collected and used by others. 
Note: Maryland Nonprofits does not read any of your private online communications. 

Maryland Nonprofits encourages you to review the privacy statements of Web sites you choose to link to from 
Maryland Nonprofits so that you can understand how those Web sites collect, use and share your information. 
Maryland Nonprofits is not responsible for the privacy statements or other content on Web sites outside of the 
Maryland Nonprofits and Maryland Nonprofits family of Web sites. 

Use of your Personal Information 
Maryland Nonprofits collects and uses your personal information to operate the Maryland Nonprofits Web site 
and deliver the services you have requested. Maryland Nonprofits also uses your personally identifiable 
information to inform you of other products or services available from Maryland Nonprofits and its affiliates. 
Maryland Nonprofits may also contact you via surveys to conduct research about your opinion of current 
services or of potential new services that may be offered. 

Maryland Nonprofits does not sell, rent or lease its customer lists to third parties. Maryland Nonprofits may, 
from time to time, contact you on behalf of external business partners about a particular offering that may be of 
interest to you. In those cases, your unique personally identifiable information (e-mail, name, address, 
telephone number) is not transferred to the third party. In addition, Maryland Nonprofits may share data with 
trusted partners to help us perform statistical analysis, send you email or postal mail, provide customer 
support, or arrange for deliveries. All such third parties are prohibited from using your personal information 
except to provide these services to Maryland Nonprofits, and they are required to maintain the confidentiality 
of your information. 

Maryland Nonprofits does not use or disclose sensitive personal information, such as race, religion, or political 
affiliations, without your explicit consent. 

Maryland Nonprofits keeps track of the Web sites and pages our customers visit within Maryland Nonprofits, 
in order to determine what Maryland Nonprofits services are the most popular. This data is used to deliver 
customized content and advertising within Maryland Nonprofits to customers whose behavior indicates that 
they are interested in a particular subject area. 
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Maryland Nonprofits Web sites will disclose your personal information, without notice, only if required to do 
so by law or in the good faith belief that such action is necessary to: (a) conform to the edicts of the law or 
comply with legal process served on Maryland Nonprofits or the site; (b) protect and defend the rights or 
property of Maryland Nonprofits; and, (c) act under exigent circumstances to protect the personal safety of 
users of Maryland Nonprofits, or the public. 

Use of Cookies 
The Maryland Nonprofits Web site use "cookies" to help you personalize your online experience. A cookie is a 
text file that is placed on your hard disk by a Web page server. Cookies cannot be used to run programs or 
deliver viruses to your computer. Cookies are uniquely assigned to you, and can only be read by a web server 
in the domain that issued the cookie to you. 

One of the primary purposes of cookies is to provide a convenience feature to save you time. The purpose of a 
cookie is to tell the Web server that you have returned to a specific page. For example, if you personalize 
Maryland Nonprofits pages, or register with Maryland Nonprofits site or services, a cookie helps Maryland 
Nonprofits to recall your specific information on subsequent visits. This simplifies the process of recording 
your personal information, such as billing addresses, shipping addresses, and so on. When you return to the 
same Maryland Nonprofits Web site, the information you previously provided can be retrieved, so you can 
easily use the Maryland Nonprofits features that you customized. 

You have the ability to accept or decline cookies. Most Web browsers automatically accept cookies, but you 
can usually modify your browser setting to decline cookies if you prefer. If you choose to decline cookies, you 
may not be able to fully experience the interactive features of the Maryland Nonprofits services or Web sites 
you visit. 

Security of your Personal Information 
Maryland Nonprofits secures your personal information from unauthorized access, use or disclosure. Maryland 
Nonprofits secures the personally identifiable information you provide on computer servers in a controlled, 
secure environment, protected from unauthorized access, use or disclosure. When personal information (such 
as a credit card number) is transmitted to other Web sites, it is protected through the use of encryption, such as 
the Secure Socket Layer (SSL) protocol. 

Changes to this Statement 
Maryland Nonprofits will occasionally update this Statement of Privacy to reflect company and customer 
feedback. Maryland Nonprofits encourages you to periodically review this Statement to be informed of how 
Maryland Nonprofits is protecting your information. 

Contact Information 
Maryland Nonprofits welcomes your comments regarding this Statement of Privacy. If you believe that 
Maryland Nonprofits has not adhered to this Statement, please contact Maryland Nonprofits 
at info@mdnonprofit.org. We will use commercially reasonable efforts to promptly determine and remedy the 
problem. 
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Attachment B 
Client Confidentiality Policy with Accompanying Enrollment Form 

and Family Rights Policy 
Prince George’s Childcare Resource Center7 

 
 

Confidentiality  Policy  (excerpted  from  Prince  George’s  Childcare  Resource  Center  
Personnel  Manual)  
  
   Confidentiality  of  client'ʹs  identities,  contacts  and  families  is  of  primary  
importance  to  the  Resource  Center  and  accordingly  is  an  important  responsibility  of  all  
employees.    You  shall  safeguard  and  preserve  client  confidences  and  identities  within  
the  constraints  of  the  law  and  you  shall  not  be  lax  in  your  vigilance  of  this  obligation.    
You  must  always  follow  established  policies  and  procedures  to  prevent  the  
unauthorized  access,  disclosure,  modification  or  destruction  of  any  company  
information.    Any  violation  of  these  guidelines  will  result  in  immediate  dismissal.  
  
   Nothing  in  this  subsection  shall  be  construed  to  prohibit  appropriate  discussion  
among  the  Resource  Center  employees  concerning  the  care  and  management  of  clients  
or  to  prevent  the  release  of  information  required  to  meet  the  Resource  Center’s  various  
contractual  obligations.  

                                                
7 Special thanks to the Prince Georges Childcare Resource Center for their permission to share this policy, 
February 2014. 
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Attachment C 
Sample Fundamental Human Rights Policy 

 
 
Source: Humanim, Inc, 2011.8 
  
POLICY:  Humanim provides a mechanism to assure that the human rights and dignity of 

consumers are provided for, protected, insured, and monitored. 
 
PROCEDURE: 
 
 1. All Humanim consumers have the following rights: 
 

a. To be treated with respect, courtesy, dignity, and as individuals. 

b. To receive in the least restrictive environment, services, treatment, and habilitation that is 
available, adequate, appropriate, and in compliance with pertinent laws, rules, and 
regulations. 
c. To be free from mental, physical, and fiduciary abuse. 

d. To be free of chemical restraints, except for minimal restraints authorized by a physician 
for a clearly indicated medical need. 
e. To be free of physical restraints, except for minimal restraints authorized in writing 

and part of the permanent record by a physician or Qualified Professional, and is 
clearly designed for the protection of the individual or of others. 

f. To receive respect and confidentiality in an individually developed program. 
g. To worship as the individual chooses. 
h. To account for all funds that belong to the individual that are administered by 

Humanim. 
 
2. Procedures for Compliance: 

 
a. Telephones 
 

•  All Humanim consumers have reasonable access to telephones, unless this access 
interferes with the consumer's work or rehabilitation program. 

•  Each residential program shall provide at least one (1) non-pay telephone. 
•  Each agency site will provide at least one (1) non-pay telephone. 
•  Humanim consumers under DDA jurisdiction will be afforded a reasonable number 

of free calls.  If consumer requires assistance, it will be afforded appropriately. 
 

                                                
8 Special thanks to Humanim for their permission to share this policy, February 2014. 
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b. Personal Effects:  All Humanim consumers will have access to a personal area to use 
in the storage and monitoring of his/her own clothing and/or personal effects.  The 
consumer will have reasonable access to secure and store personal effects. 

 
c. Lawyer Access:  All Humanim consumers will have the following rights: 

 
•  Representation by a lawyer in matters related to the rehabilitation care/process. 
•  The right to consult with a lawyer. 
•  The right for the consumer's lawyer to interview staff who have, or currently do, 

work with the consumer. 
•  The consumer's lawyer will have access to the consumer's records with a release 

signed by the consumer. 
•  The consumer's lawyer will be provided information pertaining to medications the 

consumer is receiving before a hearing or legal proceeding. 
•  Humanim may facilitate the acquisition of a lawyer, but Humanim does not 

provide the consumer's lawyer; consumer is responsible for obtaining the lawyer. 
 

d. Visitation Areas:  In the event a Humanim consumer is visited, areas of privacy can be 
provided.  One of the several conference rooms can be utilized for this purpose. 

 
e. Communication 
 

• Humanim consumers shall not be restricted or limited in visits between consumer 
and consumer's lawyer and/or clergy person. 

• All restrictions or limitations on the consumer's visits, phone calls, and/or other form 
of communication will be approved by Humanim's Chief Executive Officer or 
designee and documented in the consumer's permanent record. 

• Restrictions or limitations will be re-evaluated and explained to the consumer, 
consumer's family or proponent, at a minimum of every seven (7) days. 

• Any correspondence received by Humanim for a consumer will be forwarded to that 
consumer, without delay, unopened, to that consumer.  The only exception is that 
the addressee directs otherwise. 

• All written correspondence will be delivered to the consumer, unopened. 
 

f. Physician:  All Humanim consumers have the right to access a private physician of 
his/her choice at the consumer's expense. 

g. Compliance with COMAR 10.22.10.09:  Any Humanim consumer whose IP indicates 
behavior management techniques employing restrictive techniques must comply with 
COMAR 10.22.10.09. 

h. Rights to Review Policy, Procedure, or Action:  Any Humanim consumer has the right 
to review any Humanim policy, procedure, or action to determine and insure 
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compliance with regulations of the Developmental Disabilities Administration and/or 
the Commission on Accreditation of Rehabilitation Facilities. 

i. Inhumane Treatment:  A consumer may not be subject to inhumane treatment, sexual 
abuse, physical abuse, intrusive research, or fiduciary abuse. 

 
3. Performance of Services by Individuals With Disabilities: 
 

a. A consumer may not be required to do any work, which benefits Humanim without 
written consent of the consumer, and written approval of the attending physician or the 
Chief Executive Officer or designee.  If work is done then the consumer will be duly 
compensated (see Task Consent Form). 

b. Consumers will only perform those duties/tasks as outlined in their IP.  Consumers 
working in Humanim's paid training programs or supported employment programs will 
be compensated as required by Federal and State laws and regulations. 

c. The ITM, of which the consumer is a participant, will recommend those specific duties 
or tasks deemed beneficial to the consumer's growth and development.  This will be 
documented in consumer's IP pursuant to COMAR 10.22.05. 

d. The consumer and his/her rehabilitation team are responsible for determining which 
duties will be of benefit to a consumer in concurrence with the consumer.  This 
determination is based on the following steps: 
•  The case manager or appropriate team member explains to the consumer the nature 

of duties and tasks to be performed and rationale behind the recommendations. 
•  The consumer will give his/her personal written consent to perform said duties (i.e. 

training program).  The consent is to be witnessed by consumer's proponent or a 
staff person responsible for program implementation.  The consent and witness is 
to be documented. 

•  The Chief Executive Officer or designee or attending physician will approve the 
duties in writing, including a specific time limit for duties. 

•  Consumer's consent and administrative approval will be made part of consumer's 
permanent record. 

 
4. Implementation of Fundamental Rights & Ethical Standards 
 

a. Humanim is committed to honoring and protecting the fundamental rights of 
consumers in a written policy that states Humanim's philosophy, goals, and objectives.  
This policy statement will explicitly identify the basic rights included in Maryland 
State Law. 

b. Consumer Awareness 
 

•  Within seven (7) days of admission to a Humanim program, the consumer will be 
read a copy of the policy statement.  Statement will also be explained to consumer 
in language understandable to the consumer. 
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•  Each consumer will receive a copy of this policy. 
•  Consumer will sign a receipt for his/her copy of this policy. The receipt will be 

filed in consumer's permanent record. 
 

c. Relative Awareness 
 

•  Each guardian, next of kin, sponsoring agency, and representative payee will be 
mailed a copy of this policy statement within seven (7) days of a consumer's 
admission to Humanim. 

•  Each person mailed a copy of this policy will be requested to sign and return 
receipt for it.  Receipt is to be filed in consumer's permanent record. 

 
d. Staff Training 

 
•  Humanim Department Heads will be responsible for training of staff to familiarize 

staff with consumers' fundamental rights. 
•  Training will be implemented with 90 days of employee's first day of employment. 
•  Training will include functional methods of implementation. 
•  The date of each employee's training will be documented in his personnel file. 

 
e. A copy of this policy and COMAR 10.22.07 will be made available on-site to all 

Humanim employees and consumers. 
 
5. Grievance Procedure 
 

a. All Humanim consumers have the right, personally or in conjunction with other 
persons, or through the consumer's proponent, to present grievances and to recommend 
changes in policies and/or services on behalf of him/herself and others. 

b. Humanim consumers will be given the opportunity to present grievances to: the 
Consumer Assistance Manager, Any staff member; the Chief Executive Officer; the 
Consumer-Community Approval Committee; or other citizens or groups. 

c. Humanim will receive complaints in any of the following forms:  verbal 
communication; signed communication; telephone; an office visit; or mail or written 
communication (does not require consumer's signature). 

d. Regardless of the form in which a grievance is communicated, all grievances will be 
documented in the consumer's permanent record and a copy sent to the Chief 
Executive Officer or designee. 

e. Initial grievances will be referred to line staff (case managers, rehabilitation 
counselors, employment specialists) for resolution.  Line staff will then adhere to the 
following guidelines: 

 
•  Respond to and investigate the grievances within two (2) working days. 
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•  Provide the consumer with a written response and a verbal response that is 
understandable to the consumer. 

•  The consumer is to be informed that he/she has the right to have the 
response/decision reviewed by the Chief Executive Officer or designee, if 
dissatisfied.  Consumer will also be informed of legal resources available to him 
for assistance in pursuing the grievance. 

•  When requested, the grievance and response are to be referred to the Chief 
Executive Officer or designee within two (2) working days. 

 
 
 

f. Humanim's Chief Executive Officer or designee is responsible for: 
 

•  Within four (4) working days, responding and investigating the grievance. 
•  Providing the consumer the opportunity to indicate directly to the Chief Executive 

Officer why the consumer is dissatisfied with staff response/decision to the 
grievance. 

•  Reviewing all documented grievances and subsequent staff solutions and make 
another decision pertaining to grievance. 

•  Conveying this decision to consumer in written and verbal form that is 
understandable to the consumer. 

•  After consumer receives the decision, give the consumer the opportunity to indicate 
to the Chief Executive Officer or designee the reasons for being dissatisfied with 
the response. 

•  At the consumer's request, forward the grievance, staff, and Chief Executive 
Officer's responses to the DDA Director within five (5) days. 

g. The DDA Director will review this information and respond to consumer within 30 
days. 

h. Humanim will maintain a permanent record of all complaints submitted to staff and 
Chief Executive Officer or designee for inspection by DDA. 

i. A Humanim consumer will not be subjected to any form of discipline because he/she 
has sought a solution through participation in the procedures established by this policy 
and COMAR 10.22.07. 

j. Any attempt to obstruct investigation or disposition of a complaint by any person shall 
be reported to the Chief Executive Officer or designee who will take action to 
eliminate the obstruction and use corrective action with the offending party. 

 
6. Violations of Consumer's Rights 
 

a. Anyone who believes a consumer's rights have been violated will report said violation 
to the Chief Executive Officer or designee in written or oral form.  The Chief 
Executive Officer or designee will then: 
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•  Forward the report (in written form) to the DDA Director and Maryland Disability 

Law Center within three (3) working days. 
•  Conduct an investigation of all alleged violations of consumer's rights.  The 

investigation is to be completed within 20 days of the alleged violation. 
•  The Chief Executive Officer or designee will then, within 15 days of receipt of the 

allegation, report his/her findings to the DDA Director and the Maryland Disability 
Law Center. 

 
b. Anyone acting in good faith may not be held civilly liable for:  Making an abuse 

report; participating in an investigation concerning report of abuse; or participating in a 
judicial proceeding as the result of an abuse report. 

 
7. Grievances may also be reported directly to the Consumer-Community Approval 

Committee.  Reporting and follow-up procedures will follow the same grievance 
process as outlined above. 

 
8. Except as noted, the CEO’s designee is the COO. 
 

  



Langton Green, Inc. 
Grievance Policy and Procedures 

 
Policy	  
It is the policy of Langton Green, Inc. to provide an immediate and fair way to resolve 
disagreements which may occur between individual participants supported by Langton 
Green, and the Langton Green, Inc. administration. 
 
 

Procedures	  
 
A grievance is a complaint or disagreement an individual has with any service they 
receive from Langton Green.  This policy includes services they receive from employees, 
volunteers and any consultants from Langton Green, Inc.  (Any complaints an individual 
has about their Individual Plan should be filed with their respective Service Coordinator.) 
 
Each individual has the right to have their grievance heard, be responded to quickly, and 
obtain resolution of an issue.  It is the responsibility of Langton Green, Inc. to remind 
individuals of their rights, as well as assist them in understanding the process when an 
issue becomes a grievance.  It is further the responsibility of Langton Green, Inc. to help 
find a suitable advocate for the individual that may require assistance during the 
grievance process. 
 
Each of the following steps will be documented by an advocate of the participant if they 
are unable to do so themselves.  At any time during this grievance process the participant, 
their family and/or advocate, may file a complaint with the Maryland Regional Office of 
the Developmental Disabilities Administration. 
 
It is the responsibility of the individuals to first try to work out any complaints or 
disagreements before beginning the grievance process. 
 
Step ONE: 
 
An individual who has a grievance should discuss the issue with their Program 
Coordinator as soon as possible. 
 
Step TWO: 
 
If the grievance is not resolved, or the individual is not satisfied with the outcome, the 
individual should address in writing the issue with the Residential Director.  The 
Residential Director will then meet with the individual, their family or an advocate to try 
to resolve the issue. The Residential Director will follow up in writing, within 7 days of 
this meeting.  If the individual, family or an advocate is not satisfied with the response, 
they will move on to step three. 
 



Step THREE: 
 
The individual and their family/advocate will present a written grievance to the Deputy 
Director.  The Deputy Director will review the complaint and if necessary schedule a 
meeting within 5 days of receiving the complaint or render a decision.  The Deputy 
Director will make all attempts to resolve the complaint. 
 
Step FOUR: 
 
If the individual, their family or their advocate are not satisfied with the decision of the 
Deputy Director, they will present a written grievance to the Executive Director.  The 
Executive Director will respond to the grievance within 10 days of receiving the 
grievance. 
 

Step	  FIVE	  
 
If the individual or their advocate are not satisfied with the Executive Director’s decision 
they may then contact Central Maryland Regional Office of the Developmental 
Disabilities Administration’s Quality Assurance Team with their complaint. 
 
 

Step	  SIX	  
 
If the individual or their advocate are not satisfied with he outcome, they are free to seek 
services from another provider. 
 
 
 
Special thanks to Langton Green, Inc for providing permission to include this grievance 
procedure as part of the Program Service Standards for Excellence Educational Resource 
Packet. 
 
 
This policy is not intended to apply to a certain nonprofit or offer legal advice specific to your organization.  
Such legal advice or opinions can only be rendered when related to distinct fact situations.  Rather, this 
policy is designed to be used as a resource to provide you with ideas, suggestions, and guidelines, which 
may be valuable to your organization as a starting point for your own policy.  
 
Carefully review every word in the policies you are interested in adopting and mold the language to your 
situation and organizational needs.  Finally, before publishing a policy, it is always wise to consult an 
attorney in your state who is versed in nonprofit law to conduct a thorough review of the policy.   
 


