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Nonprofit Law Alert

By Sarah Duniway, J.D.

NEIGHBORHOOD ASSOCIATIONS: NEW LAW
EXPANDS MEMBERSHIP, NOTICE REQUIREMENTS

Neighborhood associations represent the interests of their members — generally
residents and business owners located in the neighborhood. Until now, however, the
Minnesota Nonprofit Corporations Act limited eligibility to vote at neighborhood
association meetings to certain individuals. New changes to the law permit
neighborhood associations to amend their Bylaws to allow any resident or business
owner in the neighborhood to vote at association meetings, and add flexibility to notice
requirements for certain association meetings.

THE PROBLEM

While many neighborhood associations think of themselves as quasi-governmental
entities, they are in fact typically incorporated as nonprofit corporations under the
Minnesota Nonprofit Corporations Act. As a result, they are subject to that Act’s rules
about membership, voting and elections.

Under current law, a person cannot be made a “member” of a nonprofit corporation
without taking some affirmative step to establish membership. Nonprofit corporations
must maintain a list of current members eligible to vote in elections, must give notices
to the members on that list, and only those members on the list are eligible to vote.
The Board of Directors can close the membership list to new members prior to the
annual meeting. Many neighborhood organizations fail to comply with these rules,
leaving them vulnerable to election challenges. (If no member challenges the elections
before the meeting adjourns, however, the elections are generally considered valid).

THE SOLUTION

The Legislature has updated the law to allow neighborhoods to automatically treat all
residents and business owners in the neighborhood as members. As of August 1,
neighborhood associations can amend their Bylaws to incorporate these new rules. If
the Bylaws are not amended, the generic nonprofit corporation rules described above
still apply. Here are the provisions that can now be included in the organization’s
Bylaws:

Members
In their Bylaws, neighborhoods can now define members with voting rights as any
of the following:
= neighborhood residents
= neighborhood business and property owners and their employees
= employees of nonprofit organizations and governmental entities in the
neighborhood
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