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Maryland Association of Nonprofit 
Organizations

Maryland Nonprofits’ mission is to 
strengthen organizations and networks for 

greater quality of life and equity.

http://www.marylandnonprofits.org/
https://www.facebook.com/MarylandNonprofits
https://twitter.com/mdnonprofits


www.marylandnonprofits.org Facebook.com/MarylandNonprofits @MDNonprofits

Key programs include: 

❖Membership

❖Maryland Latinos Unidos (MLU)

❖Maryland Association of 

Resources for Families and Youth 

(MARFY) 

❖ Black Executive Directors Network

❖ Consulting Group

❖ Policy/Advocacy

❖ Standards for Excellence Institute

❖Nonprofit Development Center
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Nonprofits: Get Help

• COVID-19 Resources
• Raise Money
• Strengthen my Board of 

Directors
• Advocate for my mission
• Nonprofit Development 

Center
• Nonprofit Learning 

Library
• Service Provider 

Directory

What We Offer

• Standards for Excellence
• Membership
• Maryland Latinos Unidos
• MARFY
• Black ED Network
• Consulting & Legal
• Start a Nonprofit
• Professional 

Development
• Charge Up Collaborative

Find more information at:  www.marylandnonprofits.org
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FREE TRAINING, 
CONSULTING & TOOLS

APPLY: 
MARYLANDNONPROFITS.ORG
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Nonprofits in Maryland

nonprofits
Over 32,000

http://www.marylandnonprofits.org/
https://www.facebook.com/MarylandNonprofits
https://twitter.com/mdnonprofits


www.marylandnonprofits.org Facebook.com/MarylandNonprofits @MDNonprofits

What are nonprofits? (legally)

➢ A Maryland non-stock, 
exempt corporation

➢ Members (usually = Board of 

Directors)

➢ Exempt from paying:

➢ State corporate income tax

➢ Sales tax on purchases

➢Real Property taxes

➢ Personal Property taxes

➢ An IRS 501(c) class 
exempt organization

➢ Meets “charity” criteria

➢ Exempt from federal 
corporate income taxes

➢ Contributions are 
deductible (§501(c)(3))

A volunteer-governed corporation with 

specific tax exemptions at the state and federal level
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For Profit v. Nonprofit

Type of 

Organization

For Profit Nonprofit

Ownership Individual/Partners

Stockholders

N/A

Decision 

Making

Owner(s) Board/Members

Profits Distributes dividends No profit distribution

Capitalization Can sell stock 

to raise income

Rely on tax deductible 

contributions

Revenue 

Sources

Gov’t contracts, fees for 

services, some grants

Gov’t contracts, fees for 

services, grants, public 

support
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501(c)(3) – Tax Exempt

Doesn’t Mean “No Taxes”

• Employment Taxes

– State unemployment tax

– Social security *

– Medicare income taxes *

• Sales Taxes

* Failure to pay 

unemployment taxes and 

withhold social security and 

Medicare can lead to personal 

liability for the directors and 

key individuals.
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Governance vs. Operations
(Clarifying Roles & Responsibilities)

Have Control/Vote
Board of Directors

5-7+ Non-related 
Individuals

Volunteers
Each with 1 vote

• Fiduciary Duty
• Set Mission
• Set Policy
• Hire / Fire Executive
• Provide Financial 

Oversight

Receive a Paycheck
Executive Director

Volunteer/Paid
No vote on Board

• Manages day-to-day 
operations

• Hires / Fires other staff

• Recommends to board 
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HOW TO BE GRANT-READY:
NUTS & BOLTS

• Clearly articulate your mission
• Conduct an environmental scan (Who else is doing 

what you do? Know the competition.)
• Confirm the board of directors and CEO know 

roles and responsibilities (governance vs. 
management)

• Maintain corporate charter with SDAT
• Update bylaws to reflect governance practices
• Confirm conflict of interest policy
• Confirm 990s are filed annually
• Submit State compliance documents annually
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Environmental Scan

• Identify other organizations in the State 
and in your program’s geographic area 

• Research mission, impact, funding sources

• Review organizing documents and 990s

• Distinguish other groups from your 
organization – why should you get the $?

DEVELOP A BUSINESS PLAN
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Board of Directors

• At least 3-5 unrelated individuals who will 
serve as volunteers

• Fiduciary duties (duty of care, duty of loyalty)

• No compensation

• Legal and Financial responsibility

• Governance (not management, unless all 
volunteer)

• Building a balanced, diverse, representative 
board
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Bylaws

▪ Members (membership 
vs. board-governed)

▪ Members’ Rights
▪ Meetings
▪ Quorum
▪ Voting
▪ Role of board of 

directors
▪ Elections
▪ Terms
▪ Removal/resignation
▪ Officers

▪ Description of officers’ 
duties

▪ Board meetings
▪ Committees
▪ Appointed staff
▪ Conflict of interest
▪ Indemnification
▪ Corporate records
▪ Fiscal year
▪ Amendments
▪ Dissolution 
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Conflict of Interest Policy

“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 … and 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.”
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EIN

http://www.marylandnonprofits.org/
https://www.facebook.com/MarylandNonprofits
https://twitter.com/mdnonprofits


www.marylandnonprofits.org Facebook.com/MarylandNonprofits @MDNonprofits

1023 Application

“Application for Recognition of Exemption Under §501(c)(3) of the Internal 
Revenue Code”

• 1023EZ (under $50K annually for 1st 3 years)

• Long Form 1023

– I & II:  Identify the Applicant & Organization Structure

– III:  Required Provisions

– IV:  Narrative Description of Activities

– V:  Financial Arrangements with Officers

– VI, VII, & VIII:  Members, History, Activities

– IX:  Financial Data 

– X:  Public Charity Status
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Determination letter

“We are pleased to tell 
you we determined you’re 
exempt from federal 
income tax under Internal 
Revenue Code (IRC) 
Section 501(c)(3).  Donors 
can deduct contributions 
they make to you under 
IRS Section 170…”
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State Compliance Documents

• Charitable Solicitation Registration

– COR-92

– COF-85

• State income tax exemption

– Letter to Comptroller

• Sales & Use tax exemption

– SUTEC
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Continuing Annual Compliance

• Annual Return, Form 990 

(990N, 990EZ, 990)

• SDAT Annual Report

• Charitable Solicitation Annual Update

• Liability Insurance* 

• Directors & Officers Liability Insurance*

*not required by law but best practices
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Getting Help

• Join Maryland Nonprofits
– Flat Fee 501(c)(3) Startup assistance 

($1,200 or $1,700 plus filing fees)

– Extensive online resources

– Discounted training programs

– Cost-saving benefits for nonprofits

– Technical assistance for nonprofits and their 
staff

www.marylandnonprofits.org

http://www.marylandnonprofits.org/
https://www.facebook.com/MarylandNonprofits
https://twitter.com/mdnonprofits


www.marylandnonprofits.org Facebook.com/MarylandNonprofits @MDNonprofits

Questions?

Thank You!

Paddy Morton, Esq.

443.438.2331

pmorton@mdnonprofit.org
www.marylandnonprofits.org
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