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requirement for seniority or previous volunteer service. The President serves as Chairman of the Committee, three additional members being required by the Bylaws. At the next annual meeting, when you hear "The floor is now open for nominations for the Nominating Committee.", raise your hand to indicate your willingness to participate.


You too can join the Board of Directors! Still not sure you know enough about this to make that decision? Talk to any present or past Board member, especially to those who have held the position that interests you, or attend the next Board meeting as an observer. 

Serving on the Board is a great experience personally and professionally. The benefits are many. Holding a board position can develop skills in communication, financial management, public speaking, writing, and technology. The experience gained through organizing events and working as a team is clearly an asset to any career. Perhaps best of all it is a fun way to form lasting friendships within the Friends community.

If you know you want to be involved on the Board, contact any Officer or Director, or a member of the Nominating Committee.


However you choose to serve, we look forward to your participation!

Retreats provide an opportunity for Board members to discuss and explore more deeply issues that are too complex or too controversial to fit into a regular board agenda. They also provide an opportunity for board members to become better acquainted with each other, and to feel more part of an effective team. Friends has yet to organize a Board retreat.

Low cost seminars and workshops for nonprofit board members are frequently announced by MBCS/Corporate Division in Lansing, GVSU’s Center for Philanthropy and Nonprofit Leadership, and others. When Board members are able to participate, the organization is usually able to support the tuition or fee.

Conclusion

Are you thinking about volunteering for election to the next Nominating Committee? The time commitment is limited but the experience is rewarding. You'll help evaluate possible nominees, review qualifications, select candidates and make your recommendations to the membership at the annual meeting. The work is exciting and rewarding because it directly affects the future of the Friends. It's enjoyable because it's casual, and provides special opportunities to make new acquaintances among fellow members.

To be on the Nominating Committee, you need only be a member of the Friends. There is no 
Introduction

For members who are keenly interested in the Friends’ mission or who aspire for greater involvement than attending annual meetings and volunteering for occasional projects or events, there is no better way to fulfill those wishes than to volunteer for a term on the Board of Directors.

The Board is where the action is, and it goes on year ‘round, with meetings scheduled at least quarterly and occasional workshops in between. Every member is eligible for election or appointment, regardless of seniority or popularity within the organization.

Previous experience is helpful, but not required for any of these positions. For the person who is eager to learn, information abounds in print publications and online. Not all of the Board changes at once. Carry-over members can be relied upon to help new members and to assure continuity. Those leaving the Board are usually willing to provide their successor with a patient and comprehensive indoctrination, and are usually available to answer questions and discuss problems after that.

The Board has seven authorized positions. Officers serve two-year terms. The President and Treasurer are elected at the annual meeting in every even-numbered year; the Vice President and Secretary in each odd numbered year. The outgoing President serves as Ex Officio Director for two years. Each newly seated

Board appoints two additional members; the Communications Director and Hospitality Director. Appointees serve one year terms which end with the election of new Officers at the annual meeting. Elected officers may serve only two terms consecutively. Appointees are not term limited.

The purpose of the Nominating Committee is to identify members who might be willing to dedicate their time and talents to the Friends, and who are willing to stand for election or accept an appointment. Names of potential nominees are solicited from among the voting members, beginning with the meeting electing the Nominating Committee. The Committee interviews and evaluates prospective nominees, settling on its final choices by mid-May.

Elections are usually non-competitive. The Nominating Committee searches for and screens candidates, then presents its choices, one candidate for each office, to the membership at the annual meeting with its affirmative recommendation. Each candidate’s credentials are usually published in the Summer Newsletter. This method is appropriate for small groups, being designed to preclude the possibility of heated competition, embarrassment or disgrace. While the final vote might seem more like an affirmation than an election, the membership’s voice is exercised through the proceedings of the Nominating Committee, whom they elect, and by the fact 


meetings and other special projects and events, his specific role being to arrange for facilities, refreshments or food service, and volunteers to assist with the hosting of such events. This includes arranging for meeting places or housing for volunteers, purchasing, and arranging for the transportation of needed supplies, managing the event, providing for cleanup, and so on.

Board Meetings

The Board is required under the Bylaws to meet at least once quarterly. One of these meetings is held in Empire, Michigan on the last Saturday in July, preceding the annual meeting. Other meetings are often called on short notice (7 to 10 days) and whenever possible are held at a location centrally located between all involved.

Board meetings conform to the “small board” paradigm provided for in Robert’s Rules of Order, which involves a minimum of formality and the dispensing with most parliamentary rules. The venue is sometimes a private home, sometimes a rented conference room. Quarterly meetings usually last one to four hours.

Workshops, Retreats and Seminars

Workshops are arranged when the Board needs to deal with only a single issue or project. These gatherings are more casual than called meetings, and attendance is often optional, there being no need for a quorum since nothing is ever voted on during these sessions.

the organization’s financial assets by advising the Board of the most effective or advantageous investment strategies.

Ex Officio Director – The immediate past president remains on the Board as a statutory member for the purpose of assuring continuity in communications with the Lakeshore and interested third parties, and in the areas of policy and procedure. He may represent the Friends at third party functions as a liaison or goodwill ambassador. This is primarily an advisory position, however the ex officio Director has the same full discussion and voting rights as any other member of the Board.

Communications Director – Formerly two separate positions, the communications director is appointed by the Board to serve for one year, his term ending automatically with that of the appointing Board on the last Saturday of July. The Communications Director is responsible for publishing the Friends Newsletter and for maintaining the web site. He also prepares and distributes promotional literature for special events and publicity (news releases) to local and hometown media as appropriate in connection with special projects, events and achievements.

Hospitality Director – This appointed position also serves for one year, his term ending with that of the appointing board. The Hospitality Director works with the President and Secretary in organizing activities such as the annual meeting, annual island excursion, special


that a majority vote is ultimately required to elect candidates. However, members are free to nominate any voting member from the floor during the meeting, in which case that office will be contested. Otherwise, the membership’s vote simply affirms the work of the Nominating Committee.

The Nominating Committee is ordinarily assisted in finding candidates by recommendations from the membership and Board members. As a courtesy to both the individual and the Committee, the prospective nominee should be asked whether they would be willing to be approached by the Nominating Committee before their name is suggested.


This booklet has been created as a helpful resource for the Nominating Committee. Members who are considering participation as a volunteer Officer or Director will find a wealth of information summarized within these pages about participating on that level. The goal is to provide prospective nominees with a base of background information sufficient to enable an informed decision about whether to undertake the position being offered.

The Nonprofit Corporation

 Regulatory Landscape
Incorporating in Michigan

A corporation is an artificial entity created by government that has most of the rights of an ordinary individual. It can own property, enter into contracts, operate a business, initiate or be targeted by lawsuits, and has most all the other privileges of an ordinary citizen.

Michigan corporations are formed by filing a charter, or Articles of Incorporation, with the Michigan Bureau of Commercial Services, Corporation Division. The Articles of Incorporation are usually written up as a formal corporate document, following established conventions as to format and content. However, when filing with the State of Michigan a rather simple form is used, which requires only the most rudimentary information. The State requires only that the form be filled in correctly and be accompanied by a $20 filing fee. It will then be “Filed”, the organization thereby becoming a registered nonprofit corporation.

Articles of Incorporation are statements of identity, form and purpose. They do not constitute an “application”. Although the State regulates corporations after they are formed, it does not authorize or permit their original formation. There is no investigation, examination or any other attempt to determine whether the


all other organizational records. He is responsible for issuing meeting calls in a timely manner, and works with the President to draft agendas and prepare background information and materials relating to matters on the agenda. He writes and publishes minutes for all meetings. The Secretary must be sufficiently familiar with corporate governance documents and Robert’s Rules of Order to serve as a reference and information resource during meetings. He receives and routes all mail. He handles routine correspondence and provides general secretarial services for the Board. 

Treasurer – The Treasurer manages the organization’s finances. He oversees the organization’s investments, deposit accounts and checking accounts. The Treasurer is also responsible for the payment of debts, as authorized by the Board. Only the Treasurer and the President are authorized to sign checks.

The Treasurer administrates the organization’s fiscal matters. He provides for the development and Board review of financial policies and procedures. He, in concert with the Board, is responsible for preparing the annual budget. He keeps records of all receipts and disbursements, publishing quarterly and year-ending financial reports, all in adherence to generally accepted standards and practices.

The Treasurer is also responsible for evaluating funding needs and for maximizing the value of

member of all committees, and as Chairman of Nominating Committee when not eligible or available for reelection himself. The ability to conduct effective meetings, familiarity with the corporate charter and bylaws and a working knowledge of Robert’s Rules of Order are therefore essential to this position.

As Executive Director he is ordinarily more involved in the day-to-day operations and activities of the organization than any other Board member, and is the only officer authorized to sign contracts or obligate the organization in any other legal or ethical way. He shares check-signing authority with the Treasurer.

The President also represents the organization as the primary liaison with the Lakeshore and other interested third party organizations, and is therefore more likely to bring new ideas and opportunities to the Board than any other member.

Vice President – The Vice President assumes the President’s duties and responsibilities when the President is unavailable or unable to serve. He must therefore have the same qualifications and skills as, and work closely with, the President. The Vice President may also be assigned special tasks from time to time, especially those which do not fall comfortably under any of the other Director positions.

Secretary – The most labor intensive job on the Board, the Secretary maintains the membership rolls and ensures effective management of

new corporation is legitimate, or likely to be a viable entity. However, some of the information required on the State’s form does focus attention on certain important issues.

One is the structure and form of the corporation; whether “stock” or “non-stock” and whether it is a “membership” or “directorship” organization. A non-stock corporation is one where no part of its income is distributable as dividends to its members, trustees, or officers. Any surplus revenue must be used for the furtherance of the purposes for which it was organized. A membership corporation entitles the members to vote, thus empowering members with the ultimate authority in all corporate matters. Conversely, a directorship corporation may or may not have members, but members are not entitled to vote. Its Board of Directors controls the organization, and the Board elects its own successors. Friends is organized as a non-stock membership organization.

The State also requires that the nonprofit corporation’s purpose be clearly denoted. A reasonable degree of specificity is required, the form’s instructions warning that general statements will not be considered adequate. This has the effect of forcing the incorporators to clarify their purpose, and is likely to produce the organization’s first “mission statement”.

The form requests the name and address of the corporation’s “registered office and resident agent” and of each of the incorporators. The law

requires that a Board of Directors, or the equivalent, be promptly elected, assuming that will not yet have happened before the legal registering of the corporation, or that the founders comprise the original Board. The registered office/resident agent must be a physical address and real person at which, and to whom legal papers can be delivered. Attorneys are often willing to provide this presence on a pro bono basis (as in our case) or for a very small fee, since it usually involves little more than occasionally forwarding mail. Elected officers are not a good choice, since any change must be promptly reported to the State.

Annual Reports

The State subsequently exercises very little oversight of registered corporations. However corporations are required to file an annual report by October 1st of each year, accompanied by a $20 filing fee. Failure to do so for two consecutive years can result in automatic dissolution of the corporation. The annual report, or Nonprofit Corporation Information Update, is a single page form that provides space to indicate changes in the registered office/resident agent and officers, or to certify that there have been no changes.

Registration as a Charity

Corporations that intend to solicit contributions from the public must be licensed by the State 


others involved responsible for meeting those standards. This sometimes-difficult task is a fiduciary obligation. The effective Board member does not allow deference to seniority, popularity or friendship to interfere with their responsibilities to assess, select, demand and support effective performance.

9. Charitable – Board members set the example in giving, or not giving. Friends has no dues, and relies instead on the ongoing generosity of its members for voluntary “membership contributions”. Generosity on the part of Officers and Directors does not necessarily encourage members to match their contributions. Conversely, when Board members are not supporting the organization financially, that does discourage others and promotes illiberality. In-kind “gifts” of one’s time, talents, facilities or travel expenses are no substitute for cash contributions. Diligent Board members make sure their name appears in every newsletter’s list of contributors.

Duties and Responsibilities of Friends Officers and Directors

President – The President serves as Chairman of the Board and Executive Director.

As Chairman, he develops the agenda for and presides over all meetings of the Board and the membership. He also serves as ex officio 

articulate it, and defend it with passion.

2. Knowledgable – of the essential workings of the Friends and the basics of nonprofit, tax-exempt, publicly supported corporations.

3. Dependable – when it comes to attendance at Board meetings and membership meetings. Arrives on time and stays until the meeting is adjourned.

4. Participatory – by listening, requesting information, reading what they receive, asking questions, weighing answers, and making reasoned decisions.

5. Open-Minded – knowing when to seek and how to evaluate professional advice, understanding that such advice should be accepted or rejected only with sound, understandable reasoning.

6. Alert – to signs of trouble – financial trouble, management trouble, operational trouble, personnel trouble, litigation trouble, or IRS trouble. When signs of trouble are observed, effective Board members immediately move to resolve the situation.

7. Ethical – avoids “inside deals”; but when doing business with the organization can be advantageous to the organization, engages only at arm’s length, and with full disclosure to the Board.

8. Accountable – to minimum standards for all Friends functions, and hold themselves and


Attorney General. This requirement is waived for organizations that anticipate annual receipts of less than $8,000. Registration costs nothing, however the Attorney General accepts applications only after having authorized them following the review of a preliminary questionnaire. At present, Friends does not meet the $8,000 criterion, so has not sought registration.

Federal Registration

There are no federal registration requirements, however for federal tax purposes businesses are issued an identification number that serves corporations much like a social security number does an individual. This serial number is issued by the Internal Revenue Service, and is called an “Employer Identification Number” (EIN). The EIN is also used for other important purposes, so even if revenues are not expected to be high enough to generate a federal tax liability, all nonprofits should obtain and EIN, which is obtained from the IRS using a very brief application form. Our EIN is 38-2345678.

State Tax Exemption

Nonprofits must collect and remit sales tax on items sold to the public for fundraising purposes. However, Michigan exempts nonprofit corporations from sales and use taxes on purchases of material “used primarily to carry out the purposes of the organization as stated in its bylaws or articles of incorporation.” The

exemption comes as an integral part of registration with the State’s Treasury Department. Therefore even if no sales or use tax liability is anticipated, nor withholding or employment taxes, it is still advantageous to file in order to take advantage of the sales and use tax exemptions. The State uses the federal EIN number as its registration number. Sales tax on purchases is waived simply by providing the seller with an exemption certificate citing that the purchases are for nonprofit purposes. The Friends has been registered with the Treasury Department since April 1993.

Federal Tax Exemption

Incorporating as a “nonprofit organization” or even as a “public charity” does not automatically make the corporation “tax exempt” or contributions to it “tax deductible” as far as the Internal Revenue Service is concerned. Organizations with annual receipts of less than $5,000 and which otherwise qualify are presumed tax exempt, and need not apply. Otherwise, that status is obtained by successfully applying for recognition of exemption under Section 501(c)(3) of the Internal Revenue Code. This is a rather intensive process requiring care and diligence in completing the initial application, and in responding to queries that are likely to result before the final ruling is made. For organizations whose annual receipts are not expected to exceed $10,000 the application fee is $150,


Selecting Effective Board Members

From the foregoing, it is readily understood that the immediate success and future of the Friends is in the hands of its membership at each annual meeting when new officers are elected.

Acting as the Board of Directors, these people will make policy, set project priorities and goals, devise ways to acquire funding, and allocate capital. Participation on the Board is not a reward for popularity or seniority. Directors have legally recognized fiduciary responsibilities, and can be held accountable for effective governance.

In their capacity as an Executive Board, each Director has an important area of authority and responsibility of their own, each such individual function being important to the success of the whole. In these roles, the Directors provide the day-to-day operating functions that make the organization what it is between annual meetings. Directors who are highly effective in their appointed executive rolls are a significant asset to the organization and its members.

Persons possessing the following characteristics are likely to distinguish themselves as members of the Executive Board:

1.  Commitment – to the organization’s mission and to fulfilling it in their generation. They understand the mission, identify with it,

The Board consists of four elected officers, one statutory director and two appointed directors:

· President

· Vice President

· Secretary

· Treasurer

· Ex officio Director

· Director of Communications

· Director of Hospitality 

When functioning as a Board, these officers and directors have equal standing. When functioning as the executive staff, this team jointly handles all the administrative and operating tasks, each position having its own particular area of authority and responsibility. However, only the President, acting in the capacity of Executive Director, is authorized to sign contracts or legally obligate the corporation in any other way.

In this environment, the Friends is directed and managed exclusively by its Officers and Directors. The membership becomes involved by exercising oversight through its power to nominate and elect members to serve as officers, by being willing to serve as an elected or appointed Director, by contributing to the mission financially, by bringing suggestions and pertinent information to the Board, by serving on ad hoc committees and by participating in volunteer opportunities.


otherwise $500. Failed applications or untimely responses to IRS follow-up requests can therefore prove costly.

The IRS ultimately issues a “letter of determination” indicating whether or not recognition is granted. New organizations ordinarily receive an “advance ruling”, a sort of probationary status usually good for five years. If the subsequent review finds the organization still in conformance with the provisions of the code, a final “definitive ruling” is granted. Friends filed its application on April 21, 2004 and received its letter of determination 3-1/2 months later, on August 12, 2004. Our advance ruling period ends June 30, 2008.

In granting tax-exempt status as a 501(c)(3) Public Charity, the IRS is sensitive to three key issues:

· that the organization does indeed do some public good,

· that the organization is indeed financially supported by the public, and

· that no tangible benefit will enure to any private individual. 

“Tax exempt” does not mean that the organization does not have to pay any taxes. Exempt organizations are required to send IRS an annual information return, “Form 990”, disclosing finances, operations, and continued eligibility for tax exemption. This requirement is waived, however, for organizations with annual receipts of less than $25,000.

Payroll Taxes

Nonprofits who are employers are also obligated to collect state and federal withholdings and employment taxes, and comply with other employment related reporting requirements. With the exception of the Federal Unemployment Tax, 501(c)(3) organizations are subject to all the usual employment obligations. At the time of this writing, Friends is exclusively a volunteer organization and has no paid employees.


Governance and Management

in the Friends
The Corporate Reference Set

Corporations have developed many different approaches to regulating their internal affairs. These are usually defined rather broadly in the corporate charter (Articles of Incorporation), then expanded upon in the Bylaws. Over time, issues requiring uniformity and continuity, but not considered significant enough to make part of the Bylaws may become the subject of Policies, sometimes adopted by the Board as Resolutions. This set of documents ... the Articles of Incorporation, Bylaws and Policy (or Resolutions) Book, comprise the corporation’s governance and management reference. Corporations often also incorporate by reference Robert’s Rules of Order as the authority for settling matters not specifically addressed in their own documents.

Organizational Style

The prototype nonprofit corporation has a Board of Directors, an executive staff, and employees. The Board concerns itself with policy matters and oversight. The executive staff manages day-to-day operations and activities. In the Friends, the board and executive functions are combined into what the Bylaws refer to as an “Executive Board”. 
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