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February 9, 2005


(Received via email)

From:
Cathy Connett [corconnect@comcast.net]

To:
rulecomments

Cc:
de Naray, Mark

Sent:
Wed 2/9/2005 11:14 PM

Subject: Response to Proposed JWOD Governance Regulations   Docket No. 2004-01-02

Attached please find the response from MN Diversified Industries.

If you have difficulties opening this file, please let me know and we will get the response to you through some other method.

Cathy Connett

Chair, Board of Directors

MN Diversified Industries
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MINNESOTA DIVERSIFIED INDUSTRIES





E-Mail Memorandum:

To:  
The Committee for Purchase from People Who Are Blind or Severely Disabled:

     
1421 Jefferson Davis Highway


Jefferson Plaza #2, Suite #10800


Arlington, VA  22202-3259   


Attn:  G. John Heyer;  Janet Yandik


To: 
Katherine Astrich, Policy Analyst


Office of Management and Budget


Office of Information and Regulatory Affairs


Eisenhower Executive Office Building

725 17th Street NW

Washington, DC  20502

From:
Catherine A. Connett, Chair Board of Directors


MN Diversified Industries

Date:
February 9, 2005

RE:
Comments to the Proposed Governance Standards Regarding the Javits-Wagner-O’Day Program 


CC:
Elmer Cerano, Chair- NISH Board of Directors


Mark de Naray, President and CEO- MN Diversified Industries

On behalf of Minnesota Diversified Industries, we appreciate the opportunity to provide the Committee with comments regarding the proposed Javits-Wagner-O’Day Act (JWOD) Program Participant Governance regulations and their anticipated impact upon MDI and the achievement of its corporate mission.  

MDI is a Minnesota non-profit corporation that serves individuals with disabilities and disadvantages through a unique model that combines effective vocational training programs and employment to provide value added goods and services to government and commercial customers.  MDI operates manufacturing facilities in St. Paul, Grand Rapids, and Hibbing, Minnesota.  Some of our programs are established under JWOD pursuant to set-aside contracts that are specifically intended to provide employment opportunities for individuals with disabilities (“NISH” contracts). 

MDI shares the Committee’s concerns that all non-profit agencies, whether participating in Federal government-sponsored procurement programs or not, hold themselves, their directors, officers, and executives, to the highest ethical standards and not abuse any stakeholders.  While there is a concern with a few, highly publicized but isolated instances of malfeasance by non-profits, it is critical that the Committee understand that many non-profit organizations adhere to the best board-of-director practices being benchmarked by organizations such as NACD, the ABA, and others, e.g., audit committees, independent directors, board management and oversight of the CEO’s performance and compensation, as well as conflict of interest policies. 

We have difficulty understanding why the Committee would attempt to assume regulatory authority over the governance standards of certain non-profit, 501(c)(3) organizations when numerous other government agencies already regulate them with the intent, among other things, of assuring effective and transparent administration.  This is in addition to the fact that Congress, through the Senate Finance Committee, is also currently  scrutinizing the issue of governance standards for all non-profits.

Currently, primary oversight over a wide range of a non-profit’s financial and governance affairs, including executive compensation, resides with the Internal Revenue Service.  The IRS is empowered to impose intermediate sanctions on non-profits not in compliance. Each 501(c)(3) organization must annually file a Form 990, which discloses to the public its finances, including administrative expenses and executive compensation. The IRS also restricts "private benefit" and related concerns. Non-profit vendors under the JWOD program are subject to these standards as are other non-profits. 

Additionally, non-profits are organized under state law. The Attorneys General and consumer protection agencies of most states have a strong record of pursuing and enforcing abuses by non-profits. MDI, like other non-profit organizations in Minnesota, is extensively regulated by state law under the Minnesota Nonprofit Corporation Act.  This Act prescribes numerous fundamental powers and obligations of a non-profit corporation in this State, including the various obligations of its board of directors, officers, and members.  The Act specifically provides the Minnesota State Attorney General with the authority to supervise and investigate corporations subject to the Act, and ensure statutory compliance.  The extensive regulation by the Minnesota Legislature, as well as aggressive oversight by the State Attorney General’s Office, ensures that non-profit boards comply with the standards of conduct articulated by state law, without general public review of Board action. 

The successful achievement of MDI’s purpose “to serve people with disabilities and disadvantages by offering progressive development and job opportunities” depends on the organization’s ability to perform effectively in a variety of business areas.  While we are supportive of efforts to improve our performance and insure that stakeholders can be assured of the transparency of actions, the proposed additional oversight by the Committee is duplicative and serves no value-added purpose.  In our view, these regulations generally impose arbitrary and counterproductive restrictions on the ability of a non-profit organization to sell products and services to the federal government and better service their constituents. 

(signed)
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