Thanks for joining the webinar on the responsibilities
of charitable board members!

You should have received a telephone number and code in order to hear the
audio.

While we wait to begin, feel free to share a bit about yourself or your
organization in the chat or question area of the interactive webinar fields.

You will receive an email after the webinar asking for feedback. This serves
as confirmation of your participation. If multiple people are viewing from
one computer and their participation needs to be tracked, please list their
names in the questions area.
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Minding the Business While Changing the World

Charitable Board Member Roles
and Responsibilities
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Thank You!

The quality of life of all Ohioans is enriched by
the important efforts of the charitable sector.




Role of the Attorney General

Guide for
Charity Board Members
X ™

= Assisting board
members in knowing
and fulfilling their
duties. Many
resources are
available through the
web page.

Charitable.OhioAGO.gov




Role of the Attorney General

= Attorney General’s role
| in oversight of
charitable trusts is
one of the most
ancient duties of the
Attorney General

= Dates to the
Elizabethan period

= Standing in the shoes
of those with no voice
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Do you know the basics about your group?

 The Ohio Secretary of State
handles incorporation matters.
(OhioS0OS.Gov/businesses)

* The IRS grants EINs and tax
exempt status. More than 1.5
million organizations are
501(c)(3) organizations.
(IRS.gov)

 (Ohio charities and those that
solicit Ohioans need to make
annual filings with the Ohio
Attorney General’s Office.
(Charitable.OhioAGO.gov)




PTA treasurer ordered to pay restitution

By Beacon Joumal staff report

Ex-nonprofit employee charged with
embezzlement

Man allegedly took $67.000 from Partners in Education
Atreasurer of an Akron elementary school PTA has been ordered to pay

restitution for stealing money from the organization.

Fﬂl'lllf'l' llDSl)l(‘f‘ “"Dl‘l{ﬂ' lll{ll('tf'{l Kathering F. Delaney pleaded guilty [3st month to a felony theft charge
. , stermming from the the alleged embezzlement of mare than §12 425 fram the
Offticials advise all nonprofits to routiely audit procedures, hooks Sam Salem Elementany School PTA over  three-year period.

Shewas sentenced to 100 hours of community service.
BY JOSH JARMAN

THECOLUMEUS DISPATCH Lastweek Summit County Comman Pleas Judae Brenda Burnham Unruh
. . Co . ordered Delaney to paythe organization 33 961 —the balance owed to the

NEWARK, Ohio - All nonprofit organizations need to guard themselves aganst long-term organizaton yR RO $

ambezzling such as that alleged against a former employee of a local hospice that is cut more

than $400,000, officials said this week. Delaney told the court she already had paid part ofthe restitution.

Kathleen Lee’. bo,of Heath, e arlrested et 20 aflter policesay she adnitted tostealng Akron police have said the alleged thef came to light following a recent audit of
$411,88 over five years from Hospice of Central Chio, her former emplover. Shehasbeen . e ke fur 2004 thiough 2007,
indicted on felony counts of aggravated theft, forgary and engaging in a pattern of corrupt

activities and faces 18 vears i prison if convicted on all counts.
i P A Deitz Avenue woman was accused of forgery Aug. 16. She is accused of

wiriting a check to herself from the Glover Elementary Schoal PTA for §2,400.
Feports said that she is one of the signers of the check, but she forged the
signature of the secondary signer.




What’s the role of a state
charity regulator?

= Help us stop problems
oefore they become major
neadaches - contact us
with concerns

= The Charitable Law Section
fields hundreds of
complaints each year

ComPLAINTS| | GRATIT vo€ |




Online Charitable
Registration System

An intuitive system that, based on the
information provided, determines what filings
or fees might be needed under the various
statutory provisions

BUSINESS > SERVICES FOR CHARITIES > CHARITABLE REGISTRATION
Related -

Charitable Registration User Guide Charitable Registration

Online Charitable Registration Tool
Tips Please be aware that the filing system may experience slowdowns during peak hours.
Research Charities Ohio requires charitable organizations located in Ohio and groups that ask Ohioans for

contributions to file annual reports with the Attorney General's Office. These filings are

srvicee for € itiec . » e .
Services for Charities public and contribute to accountability and transparency within the charitable sector.

Publications Groups are required to use the online system to fulfill their duties under the Charitable

Links

Trust Act (RC 109.23) and the Charitable Solicitations Act (R.C. 1716.02). Multiple
indlviduals from each organization are encouraged to create accounts In order to
receive reminders on filing deadlines, confirmation of filings, and other important

information

File Online = )




Research
Charities

Check on
registration
status and
filings with our
office

Other research
information

Research Charities

Search Criteria-

Organization Mame:  Contains

Emplover identification number (EIN X2  Contains -
HHHHKA):

Search

Search Results:

The form, Verification of Registration with the Chio Attorney General's Office, is no
longer available. Instead, charities and donors can use this page and search for a charity.
The resulting information will indicate whether the organization is registered and current

and can be printed as verification of registration.

Learning about an organization and its activities can help donors make wise giving
decisions. In addition to checking whether an organization is current with its registration
requirements with the Ohio Attorney General's office, other_good sources of

information include:

s The IRS's Exempt Organizations Selection Check can be used to verify if an
organization has a valid 501(c)(3) or other tax-exempt designation. The IRS also

ions that have had their tax exempt status revoked.

s Private watchdog organizations often review data and reports on organizations

and may-grade them based on various spending standards and other procedures.

Some of thosegroups are CharitvWatch, Charity Navigator and the Betier
Business Bureau Wise Giving . Your local Better Business Bureau may also

be a resource and can be identified through the Wise Giving Alliance link above.



Organization Details:

Description of Organization’s Purpose: Strengthen the capacity of

ganizati
Drzanization Name: Chio

DBA Names:

e ramd |5 the organization's registration status current? Yes

Employer identification nufemployer identification number (EIN): 31-4379529

Address line 1: 395 E Broadia ddress line 1: 395 E Broad Ste 320

Address line 2: -
Puddress line 2:

City: Columbus
Kity: Columbus

Gtate: Ohio

Btate: Ohio
ZIP code: 43215-3844

County: Franklin ZIP code: 43215-38449
[Country: United States Kounty: Franklin

Telephone: (614)224-58146 Kountry: United States

Web address: www.ouw.org

Telephone: (614)224-81

Date of formation: 07/04/1
eb address: www.ouw|

Total Revenue: 58463,085.00

Total Expenses: 5843,472.00

Total Program Expenses: 5743,179.00
Percent of Total Expenses: 88%

Total Assets: 3672,066.00

Drzanization type: 501(c){

r)ate of formation: 07/04/1913




Ohio Attorney General Responsibilities

= Common law authority

= Statutes
= Charitable Trust Act (ORC 109)

= Charitable Organizations (Solicitation) Act
(ORC 1716)

* Gambling Code (ORC 2915)
= Ohio Nonprofit Corporations Act (ORC 1702)

= Ohio Administrative Code




Ohio Charitable Trust Act
ORC 109

Charitable trust defi'nd: |

" Not limited to formal trust agreements, but the
nature of the entity.

» Broadly defined as any organization or entity

that holds money or property for a charitable,
religious or educational purpose.

Creates registration and reporting requirements,
grants investigative and enforcement powers,

Involves the section in certain litigation and
transactions.




Ohio Charitable Organizations
(Solicitation) Act

(ORC 1716)
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= Applies when an appeal is used that suggests a
charitable purpose for a solicitation

» Registration of professional solicitors and
fundraising counsel

» Enforcement and investigation powers
= Annual report on professional solicitors



Nonprofit Corporation Law-
ORC 1702

= Public benefit
corporations

= Notice to Attorney
General on certain sales
of assets and
mergers/consolidations




Gambling- ORC 2915

= Bingo licensing,
investigations,
enforcement

Raffles and games of
chance

Definition of eligible
organization

Restrictions on activities




Regardless of size of the nonprofit, all board
members share important duties




Fiduciary Duties

= Duty of care

= Duty of loyalty

= Duty to maintain accounts

= Duty of compliance




Duty.of Care

= Standard of Care

= Directors of charitable trusts must conduct
themselves with the level of care, skill and
diligence that an ordinarily prudent person would
exercise in the handling of his or her own affairs.




Duty of Care

= Attend meetings = Establish policies

" Prepare for meetings = Selection of

= Actively participate organization’s key
staff members




Duty of Care

Policies

Conflict of interest




Duty of Care

Policies
L  Spending, 4
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Duty of Care

In short




Duty of Loyalty

Requires that the interest of the charity is
foremost and is placed above any

personal interest
& ' WU
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Duty of Loyalty

Conflicts of Interest!

Types of conflict
situations:

= Personal financial
INnterest

= | oyalty or
relationship that
can influence
decision




Duty of Loyalty

Conflict of interest policy




Duty of Loyalty

Conflict of interest policy

Gathers
information on
\ board
members’
affiliations and
those of the
board

members’
families




Duty of Loyalty

Conflict of interest policy

=

3
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Requires
disclosure
of conflicts



Duty of Loyalty

Conflict of interest policy

Prohibits board
members with
conflicts from

\ voting or seeking

to influence
decisions

.




Duty of Loyalty

Conflict of interest policy

Requires that
minutes reflect
when a member
IS excluded from
discussion and
voting




Duty of Loyalty

To avoid problems:

= Regularly update
the disclosure
statements.

= Cultivate a board ¢\
culture that invites &
candid X
d iSCUSSiO ns Of “Well, now we know what not to do.”
potential conflicts.




Duty to Maintain Accounts

Requires that accurate records are maintained and
that financial matters are properly managed.




Duty to Maintain Accounts

= Keep accurate
records of income,
Investments,
expenses

= Develop and monitor
budgets

= Establish internal
control systems -
checks and balances




Duty to Maintain Accounts

= Maintain accurate
records of all
organization
activities

= Records retention
policy

= What records do you

have? Are they
stored safely?




Duty of Compliance

Board must comply with all legal requirements
and other obligations, including:

= Federal and state law
' = _Governing documents
= Agreements, contracts

= Representations made
In solicitations




Duty of Compliance

Federal law

= Compliance with IRS
regulations

= Filing of annual returns

= Sarbanes-Oxley
(whistle-blower
protections and
prohibits destruction of
documents if under
Investigation)



Duty of Compliance

State law

= Registration and filing with |
Attorney General "

= Secretary of State
= |ncorporation, continued |
existence filings, statutory |~ |
agents. "

= Other employer and
Industry regulations




Board Governance
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Where to begin??
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Special Challenges
Fiscal Management - Board Overview
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reflect projections of income and expenses.

C

budgets charity budgets

resources, you need to

protect the charity’s resources.



Know the basics

Sources of revenue:
donations, grants,
pay for services,
etc.

Expenses: salaries,
supplies,
overhead, etc.




Preventing Theft

Internal Controls

Boards are the first line of defense in adopting
and monitoring sound internal controls.

Processes protect the people and the
organization.




Boards must review and discuss financial reports.
Staff can assist in compiling reports, but boards
need to exert independent oversight.

Board treasurer, audit
and budget
committee members
and others may play
a crucial role in this. E

What works best for
your group?




Oversight of the Executive Director

- — '

Boards are sometimes guilty of failing to
provide appropriate oversight of the
executive director and relying too heavily on
staff.




Oversight of the Executive Director

Board Policies and Practices

**Hiring process (what skills are needed, job
description, ensuring wide pool of qualified
candidates, objective interview process,
references, background check, etc.)

s Performance and communications
expectations

s*Evaluations "'

-




— Budget policies — Investment policies

— Gift acceptance and — Policies on

receipt policies purchasing/expenses
— Reserve funds policies (bidding, approval
_ HR Policies levels, ete.)
_IT Policies - Recordke.eplpg pollcu.as
— Fundraising policies B Communlcatlon/ media

: . policies

— Audit policies

—Volunteer management

— Whistleblower policies




Other Best Practices

* Annual ‘check up’ on organization’s well-being and

compliance (review of by-laws, policies, conflict of interest
policies, document review, etc.)

Timelines and transition documents reviewed annually to
note important dates and deadlines for filings and reports
(AG, Secretary of State, IRS, employment taxes, budgets,

audits, staff evaluations, officer nominations, annual
meetings, etc.)
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Other Best Practices

Consideration of Directors and Officers (D&O) insurance
coverage
Board orientation

e Strategic planning - development of goals and assessment
of performance (operational and mission delivery)

UL
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In effective organizations, the boards
regularly evaluate themselves, too.

How well are you doing in being
accountable to the organization?







Good Resources
https://Charitable.OhioAGO.gov

Resources for Charities includes
publications, webinars, newsletter,
_ FAQs, etc.

CHARITABLE OHIO CHARITY REGISTRATION CHARITABLE BINGO RESEARCH CHARITIES FILE A COMPLAINT

What You Should Know About
Crowdfunding

Although crowdfunding as a concept has been around much
longer than the term, its use has expanded rapidly with the
advent of the internet. For the unwary, the worldwide reach of
the internet can be both a boon and a trap. when it comes to
crowdfunding.

LEARN MORE

OO

Resources for Charities Charitable Webinars Charitable Gaming

I\
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https:///

Good Resources

= Better Business Bureau and Charity Seal
Program (www.give.org)
o

¥ Glve.org

BBB BBE WISE GIVING ALLIANCE

" Ohio Association of Nonprofit Organizations
and Standards of Excellence
(WwWw.0ano.org)

OANO

OHIO ASSOCIATION OF
NONPROFIT ORGANIZATIONS



http://www.give.org/
http://www.oano.org/

Good Resources
= BoardSource at www.boardsource.org

" |RS Resources at www.irs.gov and

W RS

www.stayexempt.org

= Chronicle of Philanthropy

THE CHRONICLE OF

PHILANTHROPY



http://www.boardsource.org/
http://www.irs.gov/
http://www.stayexempt.org/

Other Resources:

= Numerous books at libraries and bookstores
on many nonprofit topics

= Talk with other nonprofits about how they
have responded to specific issues

= Ask local businesses if they have an expert
on a specific area who might volunteer,
consult or serve on your board




ldeas?



If you haven’t got charity in your heart, then
you’ve got the worst kind of heart trouble.

-Bob Hope

o~




How to contact us

Ohio Attorney General’s Office
Charitable Law Section
30 E. Broad St., 25™ Floor
Columbus, OH 43215-3130
(800) 282-0515
CharitableLaw@ohioattorneygeneral.gov

OHIO ATTORNEY GENERAL
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