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Principles and Practices for Nonprofit Excellence

Introduction

IN 1994 THE MINNESOTA COUNCIL OF
NONPROFITS (MCN) became the first state asso-
ciation of nonprofits to develop a set of accounto-
bility principles and management practices. This
revised edition completely updates those original
standards while remaining true to MCN's long-
standing goal of open access to our comprehen-
sive policies for strong public accountability.

The Principles and Practices for Nonprofit
Excellence are based on the fundamental values
of quality, responsibility and accountability. The
ten characteristic accountability principles distin-
guish the nonprofit sector from government and
the business sector. The 133 management prac-
tices provide specific guidelines for individual
organizations to evaluate and improve their oper-
ations, governance, human resources, advocacy,
financial management and fundraising.

This document has three intended purposes. The
first is to provide individual organizations striving
for excellence with a tool for strategic planning
and operational evaluation relative to the rest of
the nonprofit sector. The second is to support the
growth and quality of the sector. The third is to
increase public understanding of the role and
contributions of the nonprofit sector.

The Principles and Practices for Nonprofit
Excellence are not meant for use by funders or
government to evaluate nonprofit organizations,
nor are they intended as a substitute for the wis-
dom of directors or trustees of individual organi-
zations. Given the blurring of the lines between
the three sectors of the economy and the enor-
mous growth of the nonprofit sector, this docu-
ment is designed to support the effective function-
ing of our sector by recommending specific best
practices.

This revised edition of the Principles and Practices
for Nonprofit Excellence was developed by a
committee representing the diversity of the non-
profit sector, with extensive input gathered from
statewide community meetings. In revising the
original version, the committee specifically sought
to lay out essential characteristics that are distinct
expectations of public engagement and respon-
siveness, not simply disclosure. The new Role in
Society principle puts in the forefront practices
that address what Paul Light of New York
University and the Brookings Institution described
as the need for nonprofits to work at excelling at
their most important attributes — that is, to
become more “nonprofitlike” as opposed to
being more business-like or bureaucratic.

Every nonprofit organization needs a strong found-
ation of compliance and a broad organizational
awareness of laws and regulations related to
fundraising, licensing, financial accountability,
human resources, lobbying, political advocacy and
taxation. The Principles and Practices presume
that each organization is in compliance with
applicable laws, including Minnesota Chapter
317A (the Minnesota Nonprofit Corporation Act);
relevant sections of the Internal Revenue Code;
and other federal and state laws dealing with
employment, occupational health and safety.

Minnesotans join together throughout the state to
form associations and organizations of every
type. The Principles and Practices for Nonprofit
Excellence are of particular interest to 501(c)(3)
organizations. However, the information and con-
cepts apply broadly to all types of nonprofit
organizations. Because of the sector’s diversity by
size, region and activity area, each organization
must determine whether or not an individual prac-
tice is appropriate for its current situation.
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Nonprofit organizations are essential to the vitali-
ty of communities. They enrich quality of life, epit-
omize the highest societal values and strengthen
democracy. Volunteers, board members and
employees become involved with a nonprofit
because of the organization’s public benefit mis-
sion. Therefore the continued success of
Minnesota’s nonprofit organizations requires
broad public support and confidence. This docu-
ment publicly testifies the nonprofit sector’s com-
mitment to excellence — always for the benefit of
society.

The critical role of nonprofits in democratic soci-
eties underscores the importance of knowing how
to form, govern and manage these organizations.
The growth and progress of the nonprofit sector
depends on developing and improving this body
of knowledge. Since its founding by Minnesota’s
nonprofits, MCN has provided research, educo-
tion and technical assistance to strengthen non-
profit management and governance. The
Principles and Practices will form an ongoing
framework for MCN’s trainings, publications and
other educational materials. MCN's Web site will
also provide access to templates, samples and
techniques to help organizations easily and cost
effectively implement the Principles and Practices.

Note to Readers: Please be aware that certain
words have particular meanings in this document:

*  “Must” is used to describe practices required
by state or federal law, and is noted with this
symbol; the online version of the
Principles and Practices (located at
www.mncn.org) includes direct Web links to
relevant federal and state statutes and report-
ing forms.

e “Should” is used to describe highly recom-
mended practices.

e “Constituents” describes people with a stake
in the success of the organization, and may
include members, neighbors, clients, volun-
teers and contributors.
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The Principles for Nonprofit Excellence

Role in Society

Nonprofit organizations provide unique opportu-
nities for individuals to combine their energy, tal-
ents and values for community improvement and
enrichment. Nonprofits are obligated to under-
stand their role as entities that engage and
inspire individuals and communities for public
benefit, and to conduct their activities with trans-
parency, integrity and accountability.

Governance

A nonprofit's board of directors is responsible for
defining the organization’s mission and for pro-
viding overall leadership and strategic direction
to the organization. Each nonprofit board should:
1) actively set policy and ensure that the organi-
zation has adequate resources to carry out its
mission; 2) provide direct oversight and direction
for the executive director and be responsible for
evaluating his/her performance; and 3) evaluate
its own effectiveness as a governing body, as a
group of volunteers, and as representatives of the
community in upholding the public interest served
by the organization.

Planning

Organizational planning sets the overall direc-
tion, activities and strategies a nonprofit employs
to fulfill its mission. Nonprofits have a duty to
engage in sound planning, define a clear vision
for the future, and specify strategies, goals and
obijectives for plan implementation. Planning
should incorporate input from constituents and
should be intentional and ongoing to successfully
position the organization to achieve its goals.

Transparency and Accountability
Nonprofits have an ethical obligation to their con-
stituents and the public to conduct their activities
with accountability and transparency. Nonprofits
should regularly and openly convey information
to the public about their mission, activities,
accomplishments and decision-making processes.
Information from a nonprofit organization should
be easily accessible to the public and should cre-
ate external visibility, public understanding and
trust in the organization.

Fundraising

Nonprofit organizations provide opportunities for
individuals and institutions to voluntarily con-
tribute to causes of their choosing. Nonprofit
fundraising should be conducted according to the
highest ethical standards with regard to solicita-
tion, acceptance, recording, reporting and use of
funds. Nonprofits should adopt clear policies for
fundraising activities to ensure responsible use of
funds and open, transparent communication with
contributors and other constituents.

Financial Management

Nonprofits have an obligation to act as responsi-
ble stewards in managing their financial
resources. Nonprofits must comply with all legal
financial requirements and should adhere to
sound accounting principles that produce reliable
financial information, ensure fiscal responsibility
and build public trust. Nonprofits should use their
financial resources to accomplish their missions in
an effective and efficient manner and should
establish clear policies and practices to regularly
monitor how funds are used.
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Human Resources

The ability of an organization to make effective
use of the energy, time and talents of its employ-
ees and volunteers is essential to accomplish the
organization’s mission. Nonprofit organizations
should place a high priority on exercising fair
and equitable practices that attract and retain
qualified volunteers and employees. Nonprofits
have an obligation to adhere to all applicable
employment laws and to provide a safe and pro-
ductive work environment. Each nonprofit organi-
zation should establish specific policies and prac-
tices that promote cooperation and open commu-
nication among employees, volunteers and other
constituents so that they can effectively work
together to advance the organization’s mission.

Civic Engagement and Public Policy
Nonprofit organizations play a central role in the
democratic process by providing a means for
individuals to deliberate on public policies and
decisions that affect them. To the extent possible,
nonprofit organizations should engage con-
stituents in public policy and advocacy activities
as a means to fulfilling their missions and promot-
ing community interests. Open communication
and consultation between policy makers and con-
stituents of nonprofit organizations contribute to
well-informed policies and the effective implemen-
tation of them.

Strategic Alliances

The effectiveness of nonprofit organizations
depends on successful relationships with other
community institutions. Regardless of form — part-
nership, collaboration, cooperation or coordina-
tion — these relationships, or strategic alliances,
can serve a variety of purposes, including
resource sharing, policy influence and improved
operational efficiency. They strengthen both the
capacity of individual organizations and the sec-
tor as a whole. Nonprofits should be open to
strategic alliances and, when appropriate, should
partner with other organizations to strengthen
their capability to achieve desired results.
Nonprofits should initiate and promote coopera-
tion and coordination between a variety of enti-
ties to avoid unnecessary duplication of services
and to maximize the resources available to the
communities they serve.

Evaluation

Nonprofit organizations have proven to be highly
effective at a wide variety of tasks that benefit
society. An essential responsibility of every non-
profit organization is to assess the impact of its
actions and to act upon this information. The pub-
lic has a stake in nonprofit performance and is
entitled to information regarding organizational
results. Nonprofits should regularly measure their
performance against a clear set of goals and
objectives. They should share this information
with their constituents and the public and use it to
continually improve the quality of their processes,
programs and activities.
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Role in Society

Nonprofit organizations provide unique opportunities for individuals to combine their energy, talents and
values for community improvement and enrichment. Nonprofits are obligated to understand their role as
entities that engage and inspire individuals and communities for public benefit, and to conduct their

activities with transparency, integrity and accountability.

Role Recognition

1)

2)

3)

4)

Nonprofits should recognize that their role
in society differs from that of government
and business. Nonprofits have a special
ability to organize the energy and ideas of
a community fo achieve together what indi-
viduals cannot achieve alone. By tapping
info the values, interests and relationships of
individuals, nonprofits can mobilize their
supporters and the larger community to real-
ize their vision. Unlike government entities,
nonprofits can focus on very local, specific
or new matters and need not wait for com-
munity wide consensus to begin their work.
Nonprofit organizations emerge from
expressed community needs and are not
restricted to the marketplace priorities and
constraints that define success for the for-
profit sector.

Nonprofits should provide opportunities for
individuals to engage in activities and con-
versations that widen their circle of connec-
tions beyond family and friends to other
community members.

Nonprofits should encourage the develop-
ment of emerging leaders and provide
opportunities for individuals and the commu-
nity as a whole to sharpen and strengthen
leadership skills.

Nonprofits should work to build trust
between communities and to bridge relation-
ships among diverse constituencies.

Public Accountability

3)

o)

7)

8)

9)

Nonprofits must publicly account for their
finances, governance, disclosure practices

and programs.

Nonprofits should be inclusive in their activi-
ties — remaining open to new participants
and ideas as well as external input — and
conduct them in ways that are transparent,
flexible and responsive to change.

Nonprofits should identify their constituents
— the people who benefit from, are affect-
ed by, are keys to the success of, and/or
share the values implicit in their work.

Nonprofits should conduct their activities
with procedural fairness in decision making
for constituents and the community.

Nonprofits should provide opportunities for
people from the community to hold other
public or private institutions accountable.
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Governance

A nonprofit's board of directors is responsible for defining the organization's mission and for providing
overall leadership and strategic direction to the organization. Each nonprofit board should: 1) actively set
policy and ensure that the organization has adequate resources to carry out its mission; 2) provide direct
oversight and direction for the executive director and be responsible for evaluating his/her performance;
and 3) evaluate its own effectiveness as a governing body, as a group of volunteers, and as representa-
tives of the community in upholding the public interest served by the organization.

Board Composition

1)

2)

3)

4)

3)

Nonprofit boards should be comprised of
individual volunteers who are committed to
representing the best interests of the organi-
zation and its mission.

To ensure broad public participation, vitality
and diversity, board members should serve
for no more than nine consecutive years.

To allow for sufficient deliberation and diver-
sity of perspectives, nonprofit boards should
consist of no fewer than seven individuals.

Nonprofit boards must have a chair and a
treasurer, and should have a vice-chair and
secretary. No one should occupy more than
one officer position in the same organiza-
tion at the same time.

If staff membership on the board is deemed
necessary, inclusion should be limited to the
executive director, who should not serve as
the chair, vice-chair, secretary or treasurer.

Board Characteristics and Qualifications

6)

7)

Nonprofits should strive towards board rep-
resentation that reflects the organization’s
constituents.

Board members should be committed to the
mission and dedicated to the success of the
nonprofit.

8)

10)

Board members should actively develop an
understanding of the mission, ongoing activ-
ities, finances and operating environment of
the organization.

Board members should value diversity and
understand the role of participation and
inclusion in the future success of the organi-
zation's work.

To demonstrate their personal stake in the
organization, board members are expected
to volunteer time, raise external funds and
make financial contributions to the nonprofit.

Board Responsibilities

1)

12)

13)

14)

Board members should be provided with a
clear job description, orientation to the work
of the organization and ongoing training,
and should fully understand their roles and
responsibilities to the organization and to
the public.

Board members should understand the con-
tent and significance of the organization’s
financial statements and audit.

Boards should hold quarterly meetings (at a
minimum) and expect regular attendance of
members.

Board members are responsible for keeping
suitably informed so they can actively partic-
ipate in decision making.

(Governance continued on next page)




Principles and Practices for Nonprofit Excellence

Governance (continued)

15) Boards should organize committees as need- 18] Board members are responsible for fully
ed to effectively structure their roles and understanding their legal and fiduciary obli-
responsibilities. gations and carrying out their responsibili-
ties in the following areas:

16) Nonprofit board members are responsible
to make decisions in the interest of the
organization and no other party, including
themselves. Each board should have a con-
flict of interest policy that includes a disclo-
sure form, which is signed by board mem-
bers annually, and procedures for managing
conflicts of interest and handling situations
in which public and private inferests infer- 19) The board of directors, led by the board
sect. chair, should annually evaluate itself through

a survey fo the board members and a sub-

sequent discussion of the results with an eye

toward improving governance practices.

¢ Planning

® Policy approval

* Annual review of the executive director’s
performance

e Sefting of compensation structure

¢ Fundraising

¢ Financial management

17) Nonprofit board members are responsible
for upholding the organization’s mission
and using its resources wisely and in accor-
dance with the law. B 20) Board members should receive no monetary

= compensation for their board duties other
than reimbursement for board-related

expenses.
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Planning

Organizational planning sets the overall direction, activities and strategies a nonprofit employs to fulfill
its mission. Nonprofits have a duty to engage in sound planning, define a clear vision for the future,
and specify strategies, goals and objectives for plan implementation. Planning should incorporate input
from constituents and should be intentional and ongoing to successfully position the organization to
achieve its goals.

Mission

1)

2)

3)

A nonprofit should have a written mission
statement which is sufficiently specific to
effectively guide the overall aims and
activities of the organization.

The mission statement should be linked to
the values of the organization and its vision
for the future.

As part of ongoing planning, and with input
provided by the organization’s constituents,
the mission statement should be evaluated
regularly by the board with regard to its
relationship to the organization’s current
activities.

Community Input

4)

3)

In planning for their activities, nonprofit
organizations should be responsive to com-
munity needs and should solicit input from a
variety of sources such as board, staff and
community members and other constituents.

Nonprofits should consult with their counter-
parts to determine the need for services and
the best use of community resources.

Strategic Plan

6)

The board of directors should establish a
rigorous process of setting clearly defined
goals and objectives to accomplish the
organization’s mission. This plan should be
reviewed annually and a new plan should
be developed and adopted at least every
five years.

7)

8)

Goals and obijectives should be reasonably
attainable given staffing, resources, con-
stituents and the number of people being
served.

A nonprofit organization should periodically
conduct an environmental scan that includes
an evaluation of strengths, weaknesses,
opportunities and threats as part of strategic
planning.

Operational Plan

9)

10)

11)

12)

A nonprofit organization should annually
create a written operational plan which
specifies implementation of its activities.

The operational plan should include goals
and obijectives that are set by the organiza-
tion in order to positively benefit individuals
and society.

The operational plan should clearly define
specific program, financial, personnel and
evaluation activities; delineate timelines;
and assign specific responsibility for imple-
mentation.

The operational plan should be a useful
management tool for evaluating activities
and outcomes and should be tied to an
approved budget.
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Transparency and Accountability

Nonprofits have an ethical obligation to their constituents and the public to conduct their activities with
accountability and transparency. Nonprofits should regularly and openly convey information to the pub-
lic about their mission, activities, accomplishments and decision-making processes. Information from a
nonprofit organization should be easily accessible to the public and should create external visibility,

public understanding and trust in the organization.

Accountability Public Information

1) A nonprofit must comply with all legally 7)
required reporting procedures. I3

2) A nonprofit has an obligation to responsibly
use its resources toward its mission and fo
benefit the community. The organization’s
board should approve its financial audits,
while the executive director and principal
financial manager should attest to the
audits.

3) A nonprofit has a responsibility to establish
and regularly determine clear performance
measurements and to share those results
with the public.

4)  Each nonprofit has a responsibility to
adhere to the established industry standards

8
that apply to its particular activity area. )

Accessibility

5)  Boards of directors should provide informa-
tion to the public that describes their deci-
sions and decision-making processes. They
should make meeting agendas and descrip-
tions of significant decisions available to
those who request them.

6) A nonprofit should provide its constituents 9)
with ongoing opportunities fo interact with
the board and management regarding its
activities.

A nonprofit should produce an annual
report (either printed or Web-based) that
contains information on its activities and
performance. The annual report should
include:

¢ An explanation of the organization’s
mission, activities and results;

* An explanation of how individuals can
access its programs and services;

¢ Overall financial information, including
income and expense statement, balance
sheet and functional expense allocation;
and

¢ A list of board members, management
staff and contributors.

Each nonprofit organization must also make

certain data available to the public, includ-

ing:

® IRS Form 990 for the previous three
years, including clear statements of
program service accomplishments in
Part Ill; K& and

® IRS Form 1023, Application for

Recognition of Exemption. &}

A nonprofit should provide multiple means
for contacting the organization to request
information or provide input.
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Transparency and Accountability (continued)

Solicitation of Community Input Fairness and Equity Practices
10) Nonprofit organizations are encouraged to 13) Information regarding fees and services
hold public meetings to gather and distrib- should be made readily available to the
ute information about their approaches, public. When charging for services, non-
goals and effectiveness in carrying out their profits have an obligation to price equitably
missions. and to take into account the consequences
of denial of services due to an individual’s

11) Nonprofits should openly gather and

exchange information on lessons learned inability to pay.

and best practices with other nonprofits to 14) Nonprofit employees should have a mecha-
promote overall effectiveness and accounta- nism for reporting misconduct which protects
bility within the sector. the individual making the report from any

it ons.
12) Nonprofits should actively work with other punifive repercussions

organizations to avoid duplication of services. 15) Nonprofits should ensure non-discriminatory
service to their constituents.

16) Nonprofits should ensure confidentiality to
their constituents.
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Fundraising

Nonprofit organizations provide opportunities for individuals and institutions to voluntarily contribute to
causes of their choosing. Nonprofit fundraising should be conducted according to the highest ethical
standards with regard to solicitation, acceptance, recording, reporting and use of funds. Nonprofits
should adopt clear policies for fundraising activities to ensure responsible use of funds and open, trans-
parent communication with contributors and other constituents.

Accountability to Donors

1)

2)

3)

4)

3)

Nonprofits must comply with all federal,
state and local laws concerning fundraising
practices, including registration and annual
reporting with the Office of the Minnesota
Attorney General.

Nonprofit organizations are responsible for
conducting their fundraising activities in a
manner that upholds the public’s trust in
stewardship of contributed funds.

Fundraising communications should include
clear, accurate and honest information
about the organization, its activities and the

intended use of funds.

Nonprofits must use funds consistent with
donor intent and comply with specific condi-
tions placed upon donations.

Nonprofits must send a written acknowl-
edgement to all donors who make a “quid
pro quo” donation (that is, a payment made
partly as a contribution and partly for goods
and/or services) in excess of $75 and
should also send a written acknowledge-
ment to all donors who made contributions
of $250 or more in cash or property in the
previous calendar year.

6)

7)

Nonprofits should strive for a balance
between publicly recognizing charitable
contributions and maintaining donor confi-
dentiality when requested. Nonprofits must
not share, trade or sell contact information
for any donor without prior permission from
the donor. B

Nonprofits should regularly communicate
with contributors regarding their activities
and should make such information available
through public and private media (including
Web sites, emails, newsletters, press releas-
es fo major and community media outlets,
and free or paid advertising).

Policies

8)

9

10)

A nonprofit's board of directors has overall
responsibility for raising sufficient funds to
meet budgeted objectives.

Nonprofits should adopt clear policies
regarding the acceptance of personal gifts
from any constituent to staff members, board
members, and volunteers.

A nonprofit has an obligation to decline
funds or inkind donations that would bring
about adverse conditions for the organiza-
tion or its constituents and gifts given for
purposes outside the scope of its mission.
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Fundraising (continued)

11) Nonprofits should apply a high percentage 13) A nonprofit should closely monitor any
of each dollar raised to programs and servic- individual or organization that solicits funds
es in accordance with practices of compara- on its behalf to ensure adherence to donor
ble organizations, state statutes and represen- infent as well as accountable fundraising
tations made to contributors and the public. practices.

12) Compensation for fundraising personnel and 14) If using contracted or professional fundrais-
contractors should not be based on a per- ers, nonprofits should ensure such fundrais-
centage of funds raised or other commis- ers are registered with the Office of the

sion-based formulas. Minnesota Attorney General.
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Financial Management

Nonprofits have an obligation to act as responsible stewards in managing their financial resources.
Nonprofits must comply with all legal financial requirements and should adhere to sound accounting
principles that produce reliable financial information, ensure fiscal responsibility and build public trust.
Nonprofits should use their financial resources to accomplish their missions in an effective and efficient
manner and should establish clear policies and practices to regularly monitor how funds are used.

Functions

1)

2)

3)

4)

3)

6)

Individuals responsible for an organization’s
financial reporting should prepare and anc-
lyze consistent, timely and accurate finan-
cial reports on at least a quarterly basis.

A nonprofit should ensure separation of
financial duties to serve as a checks and
balances system to prevent theft, fraud or
inaccurate reporting to the greatest extent
possible. This system should be appropriate
to the size of the organization’s financial
and human resources.

Nonprofit organizations should adopt writ-
ten financial procedures to monitor major
expenses, including payroll, travel, invest-
ments, expense accounts, confracts, consult-
ants and leases.

Nonprofits should periodically assess their
risks and purchase appropriate levels of
insurance fo prudently manage their liabili-
ties.

A nonprofit's board of directors or its
designees should set compensation for the
organization’s executive director and stay
informed of compensation levels for other
key personnel.

A nonprofit's board should strictly prohibit
financial loans to board members, the exec-
utive director and other key personnel.

7)

Board members should clearly understand
how to read and interpret financial state-
ments.

Compliance

8)

9

10)

1)

Nonprofit organizations must comply with
all financial regulations, such as withholding
and payment of federal, state and Social
Security taxes and the management and use

of restricted funds.

Nonprofit organizations should complete the
annual IRS Form 990 in a timely, accurate
manner and include specific information
about the relevant year’s activities and out
comes. The organization’s board should be
provided with a copy of the completed IRS
Form 990 in a convenient, timely manner. If
a nonprofit's total revenues for the previous
fiscal year exceed $350,000, it must ensure
that its financial statements are audited, cer-
tified and prepared in accordance with
sound accounting practices.

The board should designate an audit com-
mittee to hire the auditor, oversee the audit
process, meet with the auditor fo review the
audit’s content and present the audit to the
full board for its review and approval.

Nonprofit organizations should have sys-
tems in place to protect individuals who
report financial misconduct from any nega-
tive repercussions for doing so.
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Financial Management [continued)
Openness and Fidelity

12)

13)

14)

A nonprofit organization must openly com-
municate the annual reporting information
contained in its IRS Form 990 to constituents
and others who request such information.

Nonprofit organizations should work dili-
gently to avoid recurring deficits and to
secure appropriate levels of funding to carry
out their missions and activities.

Nonprofits have a legal obligation to
expend funds responsibly in compliance
with conditions attached to funding.

15) A nonprofit organization has a responsibili-

ty to ensure that its assets are used solely for
the benefit of the organization and not for
personal or other gains. It should have a
clear conflict of interest policy that is annual-
ly signed by board members and actively
enforced by the officers of the board.
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Human Resources

The ability of an organization to make effective use of the energy, time and talents of its employees and
volunteers is essential to accomplish the organization's mission. Nonprofit organizations should place a
high priority on exercising fair and equitable practices that attract and retain qualified volunteers and
employees. Nonprofits have an obligation to adhere to all applicable employment laws and to provide
a safe and productive work environment. Each nonprofit organization should establish specific policies
and practices that promote cooperation and open communication among employees, volunteers and
other constituents so that they can effectively work together to advance the organization's mission.

Employment Policies

1)

2)

3)

4)

3)

6)

7)

8)

Nonprofits must comply with all federal,

state and local employment laws when hir-
ing and employing personnel, including
withholding and payment of payroll taxes. I3

Nonprofits should employ skilled individuals
who are suitable for the positions they occu-
py and are committed to the goals, values
and objectives of the organization.

Nonprofits should strive toward employing
individuals who reflect the diversity of their
constituency.

Nonprofits should continually work to pro-
vide a safe and healthy work environment.

Nonprofit organizations should adopt a set
of specific policies and procedures for man-
aging employees and volunteers.

Nonprofits should establish a clear conflict
of interest policy for employees that includes
disclosure of relationships, nepotism and
interested party transactions.

Nonprofits should adopt specific grievance
procedures for personnel with protections
for reports of violations of organizational
policy or applicable laws.

Nonprofits should have mechanisms, includ-
ing succession plans, to handle transitions in
leadership and other key positions.

9)  Nonprofits should conduct background
checks on employees and volunteers, partic-
ularly if their positions involve working with
children or vulnerable adults, performing
financial duties or serving in other sensitive
areas.

Training, Development and Retention

10) Nonprofit organizations should provide per-
sonnel with clear, current job descriptions
and the resources they need to produce
quality work.

11) Nonprofits should support the education
and development of and opportunities for
growth and advancement of personnel.

12) Nonprofit boards have an obligation to bal-
ance internal equity with marketbased and
livable compensation for all employees.

13) To the extent of their ability, nonprofits
should provide personnel with adequate
benefits and the opportunity to financially
contribute to retirement plans.

14) Nonprofit organizations should be open to
input from personnel regarding the organi-
zation’s activities and results on a continual
basis.

15) Nonprofit personnel should receive perform-
ance evaluations on at least an annual
basis.
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Civic Engagement and Public Policy

Nonprofit organizations play a central role in the democratic process by providing a means for individu-
als to deliberate on public policies and decisions that affect them. To the extent possible, nonprofit organi-
zations should engage constituents in public policy and advocacy activities as a means to fulfilling their
missions and promoting community inferests. Open communication and consultation between policy mak-
ers and constituents of nonprofit organizations contribute to well-informed policies and the effective imple-
mentation of them.

Promoting Participation

1)

2)

3)

When possible, nonprofits should assist their
constituencies in developing skills and learn-
ing about opportunities for public and civic
engagement.

Nonprofits should promote nonpartisan
efforts to encourage voting and other partic-
ipation in federal, state and local policy
making.

Organizations whose constituencies are
affected by government actions have an
obligation to provide public forums for dis-
cussion and information about the effects of
all the various policy choices.

Advocacy and Public Policy

4)

3)

Nonprofit organizations should take appro-
priate public positions on relevant issues
while working and communicating with
other organizations to inform the public
about these issues.

Nonprofits should maintain a sound under-
standing of the current public policy environ-
ment in their activity area and the resulting
impacts on the communities they serve.

o)

If engaged in public policy and advocacy
activities, nonprofits should adopt a written
policy that clarifies the scope of the work as
well as the time and resources to be allocat-
ed to those activities.

Lobbying

7)

8)

9)

Nonprofits that engage in lobbying activities
subject fo state and federal reporting
requirements must file accurate and timely
reports on their lobbying activities and com-
ply with all laws governing politics and
elections. &

Federally funded nonprofits that engage in
lobbying activities must organize their leg-
islative work so that no federal funds are
used for this purpose.

Nonprofits should join together around
policy issues to strengthen their impact on
public policy.




Principles and Practices for Nonprofit Excellence

Strategic Alliances

The effectiveness of nonprofit organizations depends on successful relationships with other community
institutions. Regardless of form — partnership, collaboration, cooperation or coordination — these rela-
tionships, or strategic alliances, can serve a variety of purposes, including resource sharing, policy influ-
ence and improved operational efficiency. They strengthen both the capacity of individual organizations
and the sector as a whole. Nonprofits should be open to strategic alliances and, when appropriate,
should partner with other organizations to strengthen their capability to achieve desired results.
Nonprofits should initiate and promote cooperation and coordination between a variety of entities to
avoid unnecessary duplication of services and to maximize the resources available to the communities
they serve.

Strategy

1)

Nonprofits should be open to new strategic
alliances to achieve organizational goals
and strengthen connections with constituents
and others in the communities they serve.

2)  Decisions regarding strategic alliances
should be consistent with the strategic goals
of the participating organizations.

Coordination

3)  Nonprofits should stay aware of and coordi-

nate with other organizations providing
similar or complementary services in their
communities.

4)

3)

o)

The work of nonprofits can exist in both
cooperative and competitive environments.
Having a variety of nonprofit organizations
is positive and healthy for a community as it
provides for a continuum of approaches,
leadership opportunities, individual choices
and customization at the local level.

Nonprofits should work to establish commu-
nication channels, mutual understanding
and natural alliances among government,
nonprofit and for-profit sectors to take
advantage of the total resources of the com-
munity.

When possible and appropriate, larger non-
profits should assist smaller nonprofits in the
community through alliances and sharing of
resources and expertise.
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Evaluation

Nonprofit organizations have proven to be highly effective at a wide variety of tasks that benefit society.
An essential responsibility of every nonprofit organization is to assess the impact of its actions and to
act upon this information. The public has a stake in nonprofit performance and is entitled to information
regarding organizational results. Nonprofits should regularly measure their performance against a clear
set of goals and objectives. They should share this information with their constituents and the public and
use it to continually improve the quality of their processes, programs and activities.

Responsiveness

1)

2)

3)

4)

Nonprofits should commit to effective and
efficient delivery of services and should
always strive fo improve processes, pro-
grams and results.

Nonprofits should have a regular system for
investigating ways to improve their services,
programs and infernal processes in order to
best serve their constituents.

Nonprofit programs should take into
account and respond fo the experience,
needs and satisfaction of the constituents
they serve.

Nonprofits should conduct program evalua-
tions in ways that are culturally sensitive
and appropriate for the community served.

Measurement

3)

6)

7)

8)

An organization’s measurement systems
should be practical and useful to improve
ongoing processes, activities and results.

An organization’s measurement systems
should be used to evaluate organizational
effectiveness and inform its operational plan.

Performance measures should be realistic
and appropriate to the size and scope of
the organization and its constituents.

Measurement should include information on
satisfaction, activities, results and community
input.

9

10)

1)

12)

Performance measures should be specific
and based on evidence gathered before,
during and after program development and
implementation.

Measurements may include both qualitative
and quantitative data.

Measurements should include data on effi-
ciency and effectiveness.

Nonprofit organizations should contract with
other organizations or consultants fo serve
as external evaluators when appropriate
and feasible.

End Uses

13)

14)

15)

16)

17)

Evaluation information collected from indi-
viduals must be kept confidential unless they
give consent for its release.

Nonprofit evaluation should be ongoing
and should include input from a wide vari-
ety of constituents, service recipients and
volunteers.

Nonprofits should be open to hearing from
and having comprehensive discussions with
members of the public who may question
the organization’s effectiveness.

Nonprofits should use evaluation results to
improve programs and activities and incor-
porate the results into future planning.

Nonprofits should communicate evaluation
results to a broad range of constituents.
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Advice for Users

THE PRINCIPLES AND PRACTICES FOR
NONPROFIT EXCELLENCE are meant to educate
nonprofit board members, managers, volunteers
and staff about the fundamental roles and respon-
sibilities of nonprofit organizations. If broadly
adopted, MCN believes they will strengthen both
individual nonprofits and the sector as a whole.
They are not intended for use by funders or by
government to evaluate organizations nor are
they intended as a substitute for the wisdom of
directors or trustees of individual organizations.

The Minnesota Council of Nonprofits is very sen-
sitive to the large amount of sometimes contradic-
tory advice directed at nonprofits. MCN expects
that the Principles and Practices will be useful to
virtually every nonprofit organization as they form
a set of reference tools that can be adapted to
meet particular needs and circumstances.

The creativity and diversity of the nonprofit sector
and the significant variations in local conditions
means that some of the practices may not easily
fit every organization and will necessarily vary in
application. In adapting and adopting the
Principles and Practices, each organization will
face dozens of specific choices about how to
accomplish its mission and structure its work,
requiring extensive modification of the basic non-
profit structure by board members and managers.
Nevertheless, the nature of nonprofit activity
requires that organizations fully commit to public
accountability and devote the time and attention
necessary fo be transparent and responsive to the
community.

MCN welcomes your feedback. Please let us
know how you applied the Principles and
Practices for Nonprofit Excellence in your organi-
zation. Additional information, links to tools and
templates, and a feedback form are available on
MCN'’s Web site at www.mncn.org.
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The Origins of the Principles and Practices

THE MINNESOTA COUNCIL OF NONPROFITS
BEGAN THIS DOCUMENT on nonprofit account-
ability at its 1993 Annual Conference. We contin-
ved to develop it through community meetings,
workshops and discussions throughout the state.
Under the leadership of Dr. James P. Shannon,
MCN joined with two organizations — the
Charities Review Council of Minnesota and MAP
for Nonprofits — to convene discussions on non-
profit standards and to develop principles of
sound nonprofit management and accountability.
The first draft of the Principles and Practices for
Nonprofit Excellence was circulated to nonprofit
and philanthropic leaders throughout Minnesota
and the United States in October 1994 and was
approved by MCN's Board of Directors in
October 1998.

James V. Toscano and Marcia Nottingham
chaired the original Committee on Nonprofit
Standards, whose members included Judy Alnes,
Angela Bies, Eve Borenstein, David Brown,
Jennifer Gillespie, Betsy Jaros, Anne Long, Jon
Pratt, Lois Schmidt, Laura Waterman Wittstock,
Michael Wirth-Davis and Reid Zimmerman.

In 2004, James V. Toscano also led the charge to
revise the Principles and Practices and was assist-
ed by Stephanie Tribby-Walbridge with input
from nonprofit leaders, including Marcia Avner,
Kate Barr, Shelly Dreyling, Christine Durand,
Stephanie Haddad, Audrey Kintzi, Anne Long,
Craig Luedemann, Nan Madden, Ellen McVeigh,
Leslie Nitabach, Jon Pratt, Sondra Reis, Sheila
Smith, Melissa Stone, Bao Vang and Reid
Zimmerman. Copyediting of the revised version
was provided by professional editor Steve
Gansen.

Thousands of copies of the draft of the revised
version of the Principles and Practices for
Nonprofit Excellence were delivered to MCN
members and the public via the Web and mail,
and discussed in feedback sessions held in
Minneapolis, St. Paul, Duluth, Mankato, Grand
Rapids and St. Cloud. The comments and sugges-
tions gathered from MCN members and the pub-
lic informed the final draft of the revised version,
which was approved by the MCN Board of
Directors on March 15, 2005.
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