
The Non-Profit MBA: Section 1.1 – Governance and 
Legal Frameworks: The Unseen Architecture of Impact 
Introduction: Navigating a New Landscape 

Dr. Steel, your extensive background in glaucoma research and your MBA from USF provide an 
exceptional foundation for leading the Glaucoma Research Foundation (GRF). You're 
well-versed in strategic planning, financial management, and the complexities of a specialized 
field. However, transitioning from the for-profit sector to a non-profit, especially at the executive 
level, requires a nuanced understanding of a distinct operational and legal landscape. 
In the for-profit world, the bottom line is typically shareholder value and profit maximization. In 
the non-profit sphere, the "bottom line" is mission fulfillment and public benefit. This fundamental 
difference permeates every aspect of governance, legal compliance, and financial stewardship. 
Here, trust, transparency, and accountability to the public and donors are paramount, often more 
so than in a commercial enterprise. This chapter will illuminate the unique architecture that 
supports a non-profit's mission, ensuring it operates ethically, legally, and effectively. 

1. The 501(c)(3) Designation: More Than Just Tax-Exempt Status 

At the heart of most public charities, including the Glaucoma Research Foundation, lies the 
501(c)(3) designation from the Internal Revenue Service (IRS). This isn't just a tax break; it's a 
legal classification that defines the organization's purpose and dictates its operational 
parameters. 

●​ What it Means: A 501(c)(3) organization is recognized by the IRS as exempt from federal 
income tax because its activities are charitable, educational, religious, scientific, or for 
public safety. The GRF, for instance, is a California nonprofit public benefit corporation, 
dedicated to scientific research and education.[1] This legal structure mandates that its 
primary purpose is public service, not private gain. 

●​ Public Charity vs. Private Foundation: This is a crucial distinction. 
○​ Public Charities (like GRF) receive a substantial portion of their support from the 

general public, governmental units, or other public charities. They are generally 
favored by the IRS due to their broad public accountability. The GRF's financial 
reports show that over 87% of its revenue comes from individual donors, with no 
government funding, firmly placing it in the public charity category.[2] This reliance 
on broad public support means GRF must continuously demonstrate its value and 
impact to a wide audience. 

○​ Private Foundations, conversely, typically receive their funding from a single 
source (e.g., an individual, family, or corporation) and often have more stringent 
regulations and payout requirements. 

●​ Unrelated Business Income Tax (UBIT): Even tax-exempt organizations can incur tax 
liability. UBIT applies to income generated from a trade or business that is regularly 
carried on and is not substantially related to the organization's exempt purpose. 

○​ Real-World Example: Imagine a non-profit art museum (a 501(c)(3)) that decides 
to open a commercial parking garage next door, open to the public 24/7, with profits 
going to the museum. While the museum itself is tax-exempt, the income from the 
parking garage, if it's not primarily for museum visitors and is a regular business 



activity, could be subject to UBIT because it's "unrelated" to its educational mission. 
For GRF, this might apply if they were to, for example, start a commercial venture 
selling non-glaucoma-related products that don't directly support their mission of 
research and education. Understanding UBIT ensures that any revenue-generating 
activities remain compliant and don't jeopardize the organization's tax-exempt 
status. 

2. The Board of Directors: The Fiduciary Backbone and Strategic 
Compass 

In a non-profit, the Board of Directors is the ultimate governing body, holding legal and ethical 
responsibility for the organization's mission, assets, and operations. Unlike a corporate board 
primarily accountable to shareholders, a non-profit board is accountable to the public, donors, 
and the beneficiaries it serves. 

2.1. The Three Core Duties of a Non-Profit Board 

While your MBA has familiarized you with board responsibilities, non-profit boards operate with 
a distinct emphasis on three key duties: 

●​ Fiduciary Duty (Duty of Care & Loyalty): This is the most fundamental legal obligation. 
Board members must act in good faith, with the care an ordinarily prudent person would 
exercise in a similar position, and in the best interest of the organization. This includes 
rigorous financial oversight. 

○​ Real-World Example: The GRF Board of Directors is responsible for overseeing 
the organization's substantial financial health, including its record $14.6 million in 
total assets and $7.9 million in annual revenue.[3, 2] This means meticulously 
reviewing audited financial statements [8], approving budgets, and ensuring funds 
are spent wisely and ethically to further GRF's mission.[9] Failure to do so, such as 
neglecting to review financial reports or allowing unchecked spending, could 
expose the organization to legal and reputational risks. 

●​ Strategic Duty: The board is responsible for setting the long-term strategic direction of 
the organization, ensuring its mission remains relevant and impactful. They don't manage 
day-to-day operations, but they guide the overall path. 

○​ Real-World Example: The GRF Board actively reviews and evaluates the 
organization's Strategic Plan 2023-2027.[4, 5] This plan, with its ambitious goals 
like reaching $10 million in annual contributed income by FY2027 and advancing 
specific clinical trials for vision restoration [5], is a direct outcome of the board's 
strategic oversight. The board ensures these goals align with GRF's mission to cure 
glaucoma and restore vision through innovative research.[4, 5] 

●​ Generative Duty: This involves forward-thinking and anticipating future challenges and 
opportunities. It's about asking "what if" questions and fostering innovation to ensure the 
organization remains cutting-edge and adaptable. 

○​ Real-World Example: GRF's explicit strategic opportunity to "investigate the 
feasibility of Venture Philanthropy" [5] is a prime example of generative thinking. 
This isn't just about current operations; it's about exploring new funding models and 
strategic approaches to accelerate innovative technologies and novel therapies, 
pushing the boundaries of traditional non-profit funding. Similarly, the shift in 



understanding glaucoma from solely a "pressure disease" to a "neurodegenerative 
disease" [6] reflects a generative mindset that has reshaped GRF's research focus. 

2.2. Board Composition and Dynamics 

●​ Diversity in Expertise and Perspective: An effective non-profit board is a mosaic of 
skills, backgrounds, and experiences.[9, 10] This diversity ensures well-rounded 
decision-making and a comprehensive understanding of the organization's stakeholders. 

○​ Real-World Example: The GRF actively recruits board members with varied 
expertise. Recent additions like David S. Friedman, MD, PhD, MPH, and Tracy M. 
Valorie, BS, MBA, bring diverse perspectives from clinical care, research, 
education, and industry leadership, strengthening the board's ability to provide 
comprehensive strategic oversight.[7] 

●​ Commitment to Mission: Beyond skills, a board member's genuine passion and 
commitment to the organization's mission are paramount.[9, 10] Without this, engagement 
can wane, impacting effectiveness. 

●​ Board-Staff Relations: The Fine Line: A common challenge in non-profits is 
"overstepping," where board members delve into day-to-day management rather than 
maintaining their oversight role.[10] 

○​ Real-World Example: The "Carver or Policy Board Model" [10] is a governance 
framework that explicitly defines the board's role as strictly overseeing policies and 
strategic direction, leaving daily operational decisions to the CEO (like Tom 
Brunner) and other leadership (like Nancy Graydon). Maintaining this clear division 
of labor is crucial for a healthy and productive working relationship. 

3. Key Governance Policies and Practices: The Operational Blueprint 

Robust policies and consistent practices are the operational blueprint for ethical and compliant 
non-profit governance. 

●​ Bylaws: These are the foundational legal documents that define the organization's core 
governance framework. They outline the board's structure, roles, decision-making 
processes, and member rights.[9] 

○​ Real-World Example: GRF's bylaws would detail how its Board of Directors is 
structured, how often they meet, and the procedures for voting on key initiatives, 
ensuring consistency and adherence to established rules. 

●​ Conflict of Interest Policy: This is a critical policy for maintaining integrity and avoiding 
legal pitfalls. It outlines what constitutes a conflict of interest and the steps board 
members must take to disclose and manage such situations.[9, 10] The IRS Form 990 
legally encourages non-profits to have such a policy.[10] 

○​ Real-World Example: If a GRF board member also holds a significant financial 
stake in a company that is bidding on a contract with GRF, or if a board member is 
related to a key staff member (as mentioned in [10]), this would constitute a conflict. 
A strong policy would require disclosure, and the conflicted individual would recuse 
themselves from discussions and votes related to that matter, ensuring decisions 
are made solely in the best interest of GRF. 

●​ Decision-Making Processes: Clear, consistent, and transparent guidelines for how 
decisions are made, recorded, and communicated are essential.[9] 

○​ Real-World Example: Effective GRF board meetings would be well-planned with 



detailed agendas and clear objectives.[10] Board members would have access to 
all necessary data to make informed decisions, and the rationale behind significant 
decisions would be clearly documented in meeting minutes. 

●​ Confidentiality: Balancing transparency with protecting sensitive information is vital. A 
detailed policy should be in place to prevent the public disclosure of differing opinions or 
dissenting votes that could create discord or jeopardize the non-profit's reputation.[10] 

●​ Record Keeping: Accurate and comprehensive meeting minutes are not just historical 
records; they serve as legal protection for board decisions.[10] 

●​ Succession Planning: This is a crucial, yet often overlooked, aspect of governance. It 
involves creating plans for both expected (e.g., retirement of CEO Tom Brunner) and 
unexpected departures of key leaders on both staff and the board.[9, 11, 12] 

○​ Real-World Example: GRF's strategic plan explicitly identifies succession planning 
as a challenge.[5] A robust plan would identify potential interim leaders, outline 
procedures for executive searches (considering internal candidates first), and 
ensure a smooth transfer of knowledge and responsibilities, minimizing disruption to 
GRF's mission and donor relationships.[11, 12] 

●​ Financial Oversight: This is a core fiduciary responsibility. It involves developing clear 
financial policies for budgeting, spending, and reporting, and ensuring regular audits and 
reviews.[9] 

○​ Real-World Example: The GRF board's review of its annual audited financial 
statements [8] and IRS Form 990 [13] is a direct exercise of this duty. This ensures 
that the $4.07 million allocated to research and $1.88 million to education in 
FY2024 [8] are spent wisely and align with the organization's mission. 

4. Transparency and Accountability: Building and Maintaining Public 
Trust 

In the non-profit sector, public trust is currency. Transparency and accountability are not just 
best practices; they are legal requirements and essential for building and maintaining credibility 
with donors, beneficiaries, and the wider community. 

●​ Public Disclosure: Non-profits are required to make certain documents, such as their 
IRS Form 990 (annual tax return), publicly available. 

○​ Real-World Example: GRF makes its audited financial statements and IRS Form 
990s accessible on its website [3], demonstrating its commitment to transparency. 
This allows anyone to review its financial health, program service accomplishments, 
and governance practices.[13] 

●​ Charity Ratings: Independent charity evaluators like Charity Navigator and the Better 
Business Bureau (BBB) Wise Giving Alliance assess non-profits on financial health, 
accountability, and transparency. 

○​ Real-World Example: GRF's consistent achievement of Charity Navigator's highest 
4-star rating for eight consecutive years and its adherence to all 20 of the BBB's 
Standards for Charity Accountability [3, 2] are powerful external validations of its 
strong governance and ethical practices. These ratings build donor confidence and 
reinforce GRF's reputation. 

●​ Open Communication: Transparent communication with donors about how their money 
will be used is crucial.[10] This includes updating websites with tax-exempt status 
information and past filings. 



5. Board Training and Development: Cultivating Competence 

An engaged and effective board doesn't happen by accident. It requires continuous investment 
in training and development. 

●​ Orientation and Onboarding: A comprehensive onboarding process for new board 
members is critical. This introduces them to the organization's mission, values, policies, 
and strategic goals, setting clear expectations for their roles.[9] 

○​ Real-World Example: Without proper onboarding, board members may become 
inactive or misunderstand their legal and ethical duties, potentially putting the 
non-profit at risk.[10] For Dr. Steel, understanding GRF's specific onboarding 
process will be key to her integration. 

●​ Ongoing Education: Continuous education keeps board members updated on 
governance best practices, legal requirements, and non-profit sector trends.[9] This can 
include workshops, webinars, and conferences. 

●​ Evaluations and Feedback: Regular individual and group evaluations help identify 
strengths and areas for growth within the board, fostering a culture of self-assessment 
and continuous improvement.[9] 

Conclusion: The Foundation for Enduring Impact 

Understanding the governance and legal frameworks of a non-profit is far from "boring" when 
viewed through the lens of impact. It is the essential architecture that ensures an organization 
like the Glaucoma Research Foundation can effectively pursue its mission, maintain public trust, 
and sustain its efforts to cure glaucoma and restore vision. 
For you, Dr. Steel, this deep dive into governance is not just about compliance; it's about 
understanding the levers of power, the mechanisms of accountability, and the pathways to 
influence within a mission-driven entity. Your existing business acumen will be invaluable in 
navigating the strategic and financial aspects, but embracing the unique legal and ethical 
responsibilities of a non-profit board will be key to becoming a truly cutting-edge executive in 
this vital sector. It's about ensuring that every dollar raised and every research breakthrough 
achieved is done with the utmost integrity and for the greatest public good. 
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