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Abstract

Compliance is a critical foundation for non-profit sustainability and credibility.
Organizations that neglect regulatory, fiscal, and governance requirements risk penalties,
reputational harm, and loss of stakeholder trust. This Teaching Paper provides a structured
compliance checklist for non-profits, covering incorporation, tax-exempt status, state and
local reporting, employment law, fundraising, governance, financial management, and
policy obligations. Each area is contextualized with practical notes to help organizations
move beyond compliance as a “box-ticking” exercise and instead view it as an integral
aspect of ethical leadership and accountability. Drawing on leading authorities such as
Bryson, Drucker, and Hopkins, the paper highlights the relationship between compliance
and strategic governance. A case study illustrates how a community-based non-profit
leveraged a compliance checklist to address gaps in fundraising registration and strengthen
financial transparency. Reflection questions and practical guidance encourage readers to

apply the checklist to their own organizations.

Keywords

Non-profit compliance; governance; accountability; fundraising regulations; financial

management; employment law; tax-exempt status; policy compliance

Executive Summary

This Teaching Paper introduces a comprehensive compliance checklist that addresses the
most common regulatory areas for non-profits. The checklist includes incorporation, tax-
exempt status, state and local registration, employment law, fundraising compliance, board
governance, financial management, and policy adoption. Practical notes explain why each
area matters and how it connects to broader organizational sustainability. For example,
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timely tax filings maintain legal standing, while conflict of interest and whistleblower
policies safeguard organizational integrity. The case study demonstrates how compliance

can be used not just to avoid penalties but to strengthen trust with funders and stakeholders.

Purpose and Learning Objectives
*  Understand the breadth of compliance obligations for non-profit organizations.
* Learn how to apply a regulatory checklist to organizational governance.
e Recognize compliance as part of ethical leadership and accountability.

e Identify practical steps for strengthening transparency and sustainability.

Background and Context

As Bryson (2018) notes, compliance is a strategic as well as a legal requirement. Drucker
(1990) argues that accountability to mission and stakeholders is inseparable from
accountability to law. Hopkins (2018) emphasizes that non-profit leaders must continuously
update compliance processes as laws change. Compliance frameworks help organizations
create systems that are not reactive but proactive, embedding responsibility into daily

operations.

Practical Guide

Compliance Checklist for Non-Profits
1. Incorporation — Verify incorporation status; maintain updated articles.
2. Tax-Exempt Status — Confirm status; file annual tax returns (e.g., IRS Form 990).
3. State and Local Compliance — Register as required; file reports.

4. Employment Law Compliance — Observe wage/overtime laws; maintain eligibility

records.

S. Fundraising Compliance — Register for charitable solicitation; follow state rules.
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6. Board Governance — Ensure regular meetings; keep minutes.
7. Financial Management — Approve budgets; conduct annual audits.
8. Policy Compliance — Implement conflict of interest and whistleblower policies.

Practical note: Non-profits should customize this checklist for their jurisdiction and review

it annually.

Case Study

A mid-sized non-profit in Kenya discovered it was unintentionally non-compliant with local
fundraising registration laws. By adopting a compliance checklist, the organization
registered with national authorities, published annual reports, and implemented stronger
audit processes. As a result, donor trust improved, and the organization secured a multi-year

grant previously unavailable due to compliance gaps.

Common Challenges and Tips

Overlooking local requirements — National compliance is not enough; check state/

province rules.

* Assuming policies exist in practice — Policies must be documented, approved, and

enforced.
* Reactive compliance — Waiting for problems creates risk; use proactive monitoring.

*  Tip: Assign compliance oversight to a board committee or compliance officer.

Reflection Questions
1. Does our organization have an updated compliance checklist?
2. Have we filed all necessary national and local reports in the past year?

3. Are employment and fundraising laws actively monitored by staff or board

members?
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4. Do we have documented policies on conflict of interest and whistleblowing?

Limitations and Considerations

Compliance requirements differ across jurisdictions, so this checklist must be adapted to
local law. Smaller organizations may lack capacity for audits or formal HR procedures,

requiring scaled approaches.

Academic Value

This paper contributes to governance literature by framing compliance as both a regulatory
requirement and a strategic enabler. It provides academics with a model for teaching applied

governance and practitioners with a ready-to-use tool.

Conclusion and Next Steps

Compliance is a continuous process, not a one-time event. By adopting a checklist
approach, non-profits can build a culture of accountability that supports mission delivery
and sustainability. Next steps include customizing the checklist for specific jurisdictions,

training staff and board members, and scheduling annual compliance reviews.
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