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DEVELOPING AND 
MAINTAINING THE 
MOMENTUM

For Nonprofits in Washington State

1

Pat’s background includes more than 30 years of work in the not-for-
profit sector, a Master of Nonprofit Leadership (MNPL) degree from 
Seattle University, Certificates of Nonprofit Board Consulting from 
BoardSource, Certified Diversity Professional from the National 
Diversity Council, and Third Sector Company’s Interim Executives 
Academy and Board Chairs Academy certificate. She is a member 
of the 501 Commons Service Corps, Association for Research on 
Nonprofit Organizations and Voluntary Action (ARNOVA), and the 
International Association of Facilitators (IAF).

Pat is not an attorney or CPA. This content of this presentation is for 
information purposes only. Please check with your legal, human 
resources, and accountant professionals when making decisions 
specific to your organization.

Speaker – Pat McCowan2
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Goals for Today
3

 Understand steps to maintain your 501(c)(3) 
status with the IRS

 Understand steps to maintain your Washington 
State Charitable Corporation Status

 Understand how to remain in good standing 
with Washington State and local governments 

 How to find resources on federal, state, and 
local government regulations that may impact 
your fundraising and operations 
responsibilities

 Ways to continue your growth through the 
nonprofit life cycles

Nonprofit Lifecycle Stages

Source: https://www.tccgrp.com/wp-content/uploads/2018/09/Change-Management.pdf

4
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Resources

 Nonprofit Organizational
Life Cycle

https://
speakmanconsulting.com/
resources/

 501 Commons Free
Organizational
Assessment

https://www.501commons.o
rg/assess/overview

 Five Stages of Nonprofit
Organizations by Judith
Sharken Simon

https://philanthropynewsdi
gest.org/features/book-
reviews/the-five-life-
stages-of-nonprofit-
organizations-where-you-
are-where-you-re-going-
and-what-to-expect-when-
you-get-there

5

Maintaining Tax Exempt & 
Corporate Status

Part 1

6



4

www.501 Commons.org      (206) 682-6704   

IRS Requirements
7

• File Annual Form 990, 990EZ, or 990N
• Board should review and understand before form is 

submitted

• Has to be available to the public on request

• Unrelated business income, employment taxes 
& reports, Form 1099 for contractors who were 
paid more than $600 in a tax year

• Report any changes of name, exempt purposes 
& activities, or Articles of Incorporation

Resources

 IRS

https://www.irs.gov/cha
rities-and-nonprofits

 How to Stay Exempt

https://www.irs.gov/cha
rities-non-profits/how-to-
stay-exempt-1

 Communities Rise, 
including the 
Washington State 
Nonprofit Handbook, 
July 2022 Edition

https://communities-
rise.org/resources/nonpr
ofit-cbo/

8
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Washington State
9

• File Annual report with Secretary of State 
along with annual renewal fee

• Notify of any changes to address, 
registered agent, or Articles of Incorporation

• Registered agent’s consent form is on file 
with the Secretary of State

• In compliance with January 1, 2022 
Nonprofits Corporations Act

Resources

 WA Secretary of State 
(OSOS)

https://www.sos.wa.gov/c
orporations-charities

WA Dept of Revenue
https://www.sos.wa.gov/c
orporations-
charities/nonprofits-
charities/charities/all-
forms

 Communities Rise, 
including the 
Washington State 
Nonprofit Handbook, 
July 2022 Edition

https://communities-
rise.org/resources/nonprof
it-cbo/

10
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Part 2

Compliance: Taxes & Permits

11

Permits

Operate 
out of a 
home 
office?

Use a 
commercial 
fundraiser

Resell goods or 
operate 
licensed 
facilities?

You may have to 
get a permit from 
your city

You may need to 
register & report 
to WA Secretary 
of State

You may need a 
license from the 
applicable state 
agency

Do you:

12
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Taxes

Have 
unrelated 
business 
income

Have paid 
employees

Are you 
located in one 
of the 50 cities 
in WA that tax 
nonprofits?

You may have 
federal, state, & 
local taxes due

You will likely 
have federal & 
state payroll 
taxes to pay

You may need to 
pay taxes on 
some forms of 
income

IRS Tax Exempt Does Not Apply to All Taxes. Do you:

13

Resources

 Communities Rise, including 
the Washington State 
Nonprofit Handbook, July 
2022 Edition

https://communities-
rise.org/resources/nonprofit-
cbo/

 WA Dept of Revenue
https://www.sos.wa.gov/cor
porations-
charities/nonprofits-
charities/charities/all-forms

 Washington State 
Gambling Commission

https://wsgc.wa.gov/rules-
enforcement/educational-
materials-and-printable-
handouts/raffles 
 Washington State Liquor 

& Cannabis Board
 Banquet Permits

https://lcb.wa.gov/licensing/
banquet-permits

14
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Put on the roof: Fundraising15

Part 3

Where & 
How 
Matters

Local, state, regional, national, or 
international?

16
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Events

While there may be a party in the back, 
there’s always business that comes up front!

17

Individual Contributions

Monetary
 Tax receipt required if 

>$250
 Quid Pro Quo statement

Non-monetary
 Valuation – “which you 

valued at”
 Form 8283 > $500
 Services
 Vehicle Donations

18

All
Tax receipt statements
 May be deductible
 Value of goods & services received in return
 Donor restrictions – stated & implied 
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Resources

 WA Secretary of State 
(OSOS) Self-Assessment 
Guide for Contributions

https://www.sos.wa.gov/sites/de
fault/files/2022-10/ch---self-
assessment-guide.pdf
 WA Dept of Revenue
https://www.sos.wa.gov/corpora
tions-charities/nonprofits-
charities/charities/all-forms
 Association of Fundraising 

Professionals 
https://www.sos.wa.gov/sites/de
fault/files/2022-10/ch---self-
assessment-guide.pdf

 Communities Rise, including 
the Washington State 
Nonprofit Handbook, July 
2022 Edition

https://communities-
rise.org/resources/nonprofit-
cbo/
 Multi-State Registrations (for 

profit corporations that have 
free resources) Labyrinth 
https://labyrinthinc.com/ & 
Harbor Compliance 
https://www.harborcomplianc
e.com/charitable-registration

19

Part 4: Continuity & Growth20
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Nonprofit Lifecycle Stages
Source: https://www.tccgrp.com/wp-content/uploads/2018/09/Change-Management.pdf

21

Stage 2 Characteristics: 
Program design work, often 
led by a technical expert, 
board is often close friends 
& colleagues
Activities: Business plan, 
funding plan, Theory of 
Change that confirms 
purpose, vision, mission,  
values; picture of success 
with implementation plans; 
creating position 
descriptions; marketing; 
financial management 
practices; and volunteer 
recruitment & management

Risk Management
22
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Policies?
23

 Standards (code of conduct, norms, participation 
requirements, etc.) 

 Operating policies (employment-related, board, vendor, 
program delivery, cybersecurity, gift acceptance, 
authority for financial commitments, grievance, safety, & 
volunteer are just some examples)

 Expectations of the board, including roles & 
responsibilities, liabilities & insurance

 IRS policy requirements: conflict of interest, 
whistleblower, document retention

 Succession planning

Financial oversight – Not just 
budget responsibilities

24

 Understanding the organization’s business model, sources of 
revenue and major expense areas

 Make sure the board knows how to read and analyze your 
financials, particularly
 Revenue is recognized when pledge is made or grant is 

awarded, not when the money comes in.

 Look at trends over 2-3 years 

 Need to forecast and manage cash flow

 Use benchmarks and goals to focus financial performance

 Set a target for reserves of at least 2 months of expenses

 Accounting checks & balances system and audits
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Resources

 WA Secretary of 
State (OSOS) Self-
Assessment Guide

https://www.sos.wa.gov/
sites/default/files/2022
-10/ch---self-
assessment-guide.pdf
 501 Commons –

Search for Policies
https://www.501commo
ns.org/

 Nonprofit Financial 
Commons

https://nonprofitfinancial
s.org/
 Nonprofits Insurance 

Alliance
https://insurancefornonp
rofits.org/risk-
management-services/

25

Part 5: The Board26
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Executive

27

BoardGovernGovern

ManageManage

Customers/clients/ beneficiariesCustomers/clients/ beneficiaries

CommunityCommunity

StaffStaff

Govern role: Board 
member steps 
forward to 
represent the 
community

Govern role: Board 
member steps 
forward to 
represent the 
community

Support role: 
represent the 
organization 
to the 
community 

What does a board do?

• Strategic thinking
• Financial and 

legal oversight
• Board

self-management

Govern

• Ambassador to 
community

• Raise funds
• Bring connections
• Advise executive

Support
Individual memberBoard as a whole

28
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Partnership: not hierarchy

Board 
focuses on 

the END 
result

Executive 
focuses on 
MEANS to 
achieving 

those ends

29

Avoid 
confusing 
roles

The board hat vs. the volunteer hat
30
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If there is no paid staff

1 Delegate responsibilities to a 
Volunteer Director

2
Separate governance and 
operations items on board agendas

The board will retain some 
responsibilities2

3
4 Define roles and board members 

for tasks

5 Volunteer director to delegate tasks 
to volunteers

31

1. Discuss and clarify ends regularly
2. Discuss the long-term, not just current issues
3. Set up opportunities to listen to the community 

and learn about community needs
4. Conduct an annual board assessment 
5. Have written board policies that define the 

expectations of the board and the executive. 

Recommended Board Practices 32
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Not a dinner party…
33

 Decide what you need in a board member 

 Start of a 3 year+ relationship 

 Who can… 
work well as a member of a group 

 provide support – particularly leading the 
organization to resources

 Be clear about fundraising expectations

Selecting and onboarding members 
34

 Identification, recruitment, and orientation of board 
members

 Recruiting for diversity

 Orientation and inclusion of new members

 Don’t skip: Board code of ethics, conflict of interest 

 Ongoing engagement strategies 



18

www.501 Commons.org      (206) 682-6704   

Ambassador 
35

 The board’s fundraising, advocacy and 
ambassador roles 

 Focusing the board on high return fundraising 

 “Friend-raising” vs soliciting funding 

Role of the Chair 
36

 Ensure that all individual and collective responsibilities 
are being fulfilled and that the board is an asset to the 
organization
 May delegate parts to other officers or committees
 CEO may inform the board when, in their view, the board is 

not doing its job 

 Manage the meetings so that everyone participates, 
access to participation is just and all present are 
treated with courtesy and respect 

 Enforce code of conduct 
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Tools to manage board work
37

 Consent agenda (items reviewed in advance and 
approved at the top of the meeting without 
discussion – know the pros & cons)

 Board work plan/annual plan

 Chair or Governance Committee oversight

 Annual board assessment

 Establish periodic review of Articles of 
Incorporation and Bylaws

Why is a board assessment process 
important?

 Element of truth telling – strengths, weaknesses, 
consensus, dissent

 Identifies gaps

 Clarifies role expectations

 Identifies need to change

 Board overall and individual performance reflection

 Becomes a platform for engagement

38
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WHAT IS CONSEQUENTIAL GOVERNANCE?

A board that discerns, deliberates, and decides 
issues of consequence. 

Goals are
• Better questions 
• Better framing 
• Critical thinking 
• Airing and understanding of divergent views 
• Greater insight 
• Better decisions, made in the right frame of mind

Excerpt from Cathy Trower 
“Getting Governance Right” 
presentation (2012)

39

Excerpt from 
Cathy Trower 
“Getting 
Governance Right” 
presentation (2012)

40
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Making it work: Theory to Practice
41

 Board best practices document on 
501commons.org

 Sample policies

 Sample evaluation 

 Position descriptions for board members and 
officers  

 And more….

Resources 
42

 501 Commons -
http://www.501commons.org/resources/tools-and-
best-practices/boards-governance

 Board Source -
https://boardsource.org/fundamental-topics-of-
nonprofit-board-service/

 Nonprofit Association of Washington -
https://nonprofitwa.org/learn/learning-library/

 The Board-Building Cycle – Book from BoardSource
$45
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You don’t have to do it all yourself!

501 Commons Resources43

Questions
44

Your turn – What Questions do you have?
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Keep the learning going
45

 Share something you 
learned today with your 
board

 Explore the many free 
webinars and trainings 
available from agencies 
and nonprofit associations

 Come up with a knowledge 
repository and continuity 
plan

WHAT ARE YOUR 
TAKEAWAYS? 46
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THANK YOU

I hope our conversation today has 
been helpful.

Please take a minute to 
complete a brief survey about 
your experience by using the QR 
code to the left.

My contact information for questions or 
more information:
https://xanthusconsulting.com/
info@xanthusconsulting.com

47


