Board Development

Roles and
Responsibilities of

Not-for-Profit Boards

When you become a member of the board of directors of a
not-for-profit society, you want to have a positive experience. In
order to do the best work for your organization, you need to
understand:

« Thetype of governing board that your organization has, and the
difference between apolicy governing board and an
administrative governing board

« Theroles, responsihilities, and functions of agoverning board

« Therolesand responsibilities of volunteersin your organization

+ Thestandards of performance for board members

The Governing Board of a
Not-for-Profit Society

Peopl e create not-for-profit societies in order to provide programs
and/or servicesthat address specific needs in the community. The
society’smandate is established through itsincorporating
documents: the constitution and the bylaws. These documents
specify what the society can do, and how the society does its work.

As anew board member, one of your first tasksisto become
familiar with the constitution and bylaws of your organization. The
bylaws specify the structure of the board of directors. The board is
the governing authority of the organization, and is responsible for
directing, influencing, and monitoring the organization’s business.
Governance isthe way in which the board exercisesits authority,
control, and direction over the organization. The board carries out
itsgovernance role by devel oping and monitoring policies, and it
organizes its work through committees.
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Board Development:

Roles and Responsibilities of
Not-for-Profit Boards

There are three levels of
authority for the functions of
a society: governance,
management, and
implementation. The
authority for governance
always rests with the board,
whether it isa policy board
or an administrative board.
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Types of Governing Boards and
Levels of Authority

There are two types of governing boards: policy governing boards
and administrative governing boards. Both types of boards are
working boards, and are responsible for creating policy for the
organization. Both types of boards have the sameroles,
responsibilities, and functions.

However, thereis adifference in the way in which each type of
board carries out its functions:

« POLICY GOVERNING BOARD

A policy governing board sets policy, and hires an executive
director to implement the policy.

The executive director isresponsible for carrying out the day-
to-day work of the organization, with the assistance of paid
staff and/or service volunteers. The executive director is
directly accountable to the board, and isresponsible for hiring,
supervising, and releasing both paid staff and service volunteers.

- ADMINISTRATIVE GOVERNING BOARD

Anadministrative governing board sets policy, and then
appoints either the executive committee or a standing
committee to implement the policy.

The committee carries out the day-to-day work of the
organization. If an administrative board has paid staff, the staff
areresponsible only for administrative and/or program duties,
they do not manage the organization.

There are three levels of authority for the functions of a society:
gover nance, management, and implementation. The authority for
gover nance always rests with the board, whether it isa policy
board or an administrative board. The board sets the tone for the
organization, and directs the organization’s future by devel oping
policy and strategic direction.

The authority for management depends on the type of board. A

policy board gives authority for management to the executive

director. An administrative board gives authority for management

to the executive committee. Management includes:

+ Interpreting and supervising the implementation of board policy

«  Planning and coordinating the organization’s day-to-day
operations

« Allocating resources according to board policy



The authority for implementation also depends on the type of
board. A policy board gives authority for implementation to paid
staff and/or service volunteers through the executive director. An
administrative board gives authority for implementation to paid staff
and/or service volunteers through the executive committee.
Implementation includes:

« Carrying out the day-to-day operations

+ Putting the organization’s activitiesinto place

What type of board does your organization have? How can you find
out? Many organizations start out with an administrative board, and
then move towards becoming a policy board as the organization
grows. Many boardsfind themselvesin transition, and are still
involved in some administrative tasks. When you ask questionsfor
clarification on thisissue, you are al so helping other board members
to develop clarity.

Board Roles, Responsibilities, and
Functions

ROLES:

Theboard isresponsible for the highest level of decision-making
and legal authority in an organization. By law, it isultimately
accountable for, and has authority over, the organization’s resources
and activities. The board articulates and communi cates the

organi zation’ svision to the membership and the community.
Through policy, the board defines the parameters within which the
organization will carry out itswork.

RESPONSIBILITIES:

Governing boards have the ultimate responsibility for the
organization’s:

* Purpose, by establishing and implementing the organization’'s
missionandvision

» Continuity, by providing continuity for managing and
implementing the organization’s affairs

* Progress, by setting the rate of progress that the organization
takesinreachingitsmission and vision

* ldentity, by securing the community support and appreciation
for the organization’s objects, beliefs, vision, mission, and
long-term direction

Board Development:
Roles and Responsibilities of

Not-for-Profit Boards

Relationship of
Board
Responsibilities
to Functions

The board:

Meets its responsibility
for purpose through its
framework governance
function

Meets its responsibility
for continuity through its
board self-governance
function

Meets its responsibility
for progressthrough its
operational governance
function (program,
personnel, finance)

Meets its responsibility
for identity through its
advocacy governance
function
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Board Development:

Roles and Responsibilities of
Not-for-Profit Boards

Principles of
Governance

All boards need to
incorporate principles of
governance into their
operations. To do this, the
board:

* Articulatesand
communicates the vision
of the organization

* Focuseson thewhole
organization, rather than
on issues of interest to
individuals

* Isacorporate body, with
board membersworking
together as a whole

*  Speakswith one voice

» Directsthe organization’s
work by approving policy
and monitoring its
impact

* Isresponsiblefor its own
management through
self-governance

» Hires, supervises, and
releases only one
employee:
the executive director

* Avoids making

management and
operational decisions
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FUNCTIONS:

The main function of the board is gover nance. The board carries
out thisfunction by establishing, directing, and influencing the
implementation of policy infour areas:

* Framework governance

* Board sef-governance

» Operational governance (program, personnel, finance)

* Advocacy governance

Framewor k Gover nance

Framework governance covers the broadest policy areas of the
organization, such asthe mission, the vision, and the strategic
direction. The focusis on results, rather than on the methods used
to achieve them. Through framework governance, the board defines
the mission, the expected outcomes, and the future direction of the
organization.

Framework policiesinclude:

» Organizational value(s) and belief statement(s)
* Vision statement

* Mission statement

» Target statements(s)

» Aimsor strategic directions

To fulfil itsframework governance function, the board:

* Makessurethat thereisastrategic plan

* Monitorsthe framework policiesto make sure that they reflect
community needs

» Evauatesthe organization’s progress, as outlined in the
framework policies and the strategic plan



Board Self-Gover nance

Board self-governance includes defining how the board will

organize itself to get its work done, how the board will govern, and

the board’s relationship to its membership and to the community.

Board self-governance policiesinclude:

A processfor policy-making

The governing styleto be used by the board

Annual general meeting

The board’ s relationship to the membership

Recruiting, selecting, orienting, training, and eval uating board
members

Roles, responsibilities, and functions of the board, board
members, and committees

The board structure

A board member code of conduct

The board chairperson’srole

To fulfil its self-governancerole, the board:

Fulfilsitslegal mandate, asdefined inits constitution and
bylaws

Devel ops, implements, and monitors board self-governance
policies

Describeslines of communication and authority

Plans and conducts the annual general meeting (AGM)

Operational Gover nance

Operationa governance directs the organization’s programs and/or
services, personnel, and financial resources, and sets the rate of
progress that the organization takes towards its vision. There are
three areas of operational governance:

Program governance
Personnel governance
Financial governance

Board Development:

Roles and Responsibilities of
Not-for-Profit Boards

The Annual General
Meeting

The Annual General Meeting
Isan occasion for electing
new board members, and
reporting to the member ship
about the organization’s
finances, programs, and
services, aswell asactions
taken by the board on behalf
of the membership over the
past year. The AGM isan
opportunity for the board to
get feedback and support
from the member ship about
proposed bylaw changes, and
positions on issues and
legislation that affect the
organization.
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Board Development:

Roles and Responsibilities of
Not-for-Profit Boards

Who is Responsible?

The board chair is
responsible for the board's
performance;

the executive director is
responsible for the staff’s
performance.
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Program governance
To fulfil thisfunction, the board:

Monitors the community to make sure that programs and
services arerelevant to users

Makes sure that aviable strategy isin placeto achieve the
mission and goals

Allocates resources for programs and services

Monitors and evaluates the results (not the operation) and the
cost-effectiveness of the programs and services

Anadministrative governing board also assumesthe responsibility
for managing and implementing programs. A policy governing
board delegatesthe responsibility for managing and implementing
programs to the executive director.

Personnel Governance

To fulfil thisfunction, the board devel ops policies concerning the
executive director and other staff. The board:

Definesthe board’ s relationship to the executive director
Delegates authority to the executive director
Developspoliciesthat definetherole, responsibilities, and
functions of the executive director

Makes sure that the executive director has the necessary skillsto
carry out the mission

Sets compensation and benefits for the executive director
Makes sure that a competent replacement for the executive
director isavailable when necessary

Hires, evaluates, and rel eases the executive director
Setspoliciesfor staff salaries, grievance process, compensation,
benefits, and health and retirement plans

Establishes policiesfor the use of volunteers

Promotes good board and staff relations

An administrative governing board al so devel ops personnel policies
for all administrative staff program and service volunteers. A policy
governing board delegates thisresponsibility to the executive
director.



Financial governance

Tofulfil thisfunction, the board:

» Establishespoliciesfor budgeting and financial reporting

* Monitors the budget

* Oversees, and participatesin, fund-raising activities

» Makes sure that the assets of the organization are protected and
cared for

e Setscontract policy

» Makes sure that there are enough resources to operate the
organization

* Makessurethat facilities are maintained, and that they meet the
organization’s needs

* Makessurethat thereisan annual financial audit

Advocacy Governance

Through advocacy governance, the board secures the community’s
support for the organization’s beliefs, vision, mission, and
long-term direction. Advocacy governance al so establishesthe
organization’s response to matters that affect its relationship to the
community and to society.

To fulfil thisfunction, the board:

* Interpretsthe organization’s beliefs to the community, and
encourages support for them

* Develops community awareness of the organization’sunique
role

* Represents the organization to the community, government,
foundations, corporations, and funding agencies

* Monitorsgovernment |egislation, and advises government
officials on the impact of current and proposed policies

e  Supportsthe organization’s work in the community

* Participatesin clarifying and resolving issues

» Developspoliciesthat describe the organization’s position on
relevant issues

Does your board have a policy manual that you can review? If not,
you may want to take on this task. By gathering together all of the
board’'s policies, you can learn agreat deal about the organization.
Many boards have unwritten policies; you can contribute greatly by
writing these down for formal approval. Do you have a special
interest and/or skillsin any of the areas of responsibilitiesand
functionslisted here?

Board Development:

Roles and Responsibilities of
Not-for-Profit Boards

A Conflict of Interest?

In Alberta, it isnot illegal for
one person to serve as both a
board member and a paid staff
person in the same

organi zation.

However, this practiceis
generally viewed unfavourably
by the public, funding
agencies, and/or the
membership. Evenif thereis
no actual conflict of interest,
thereis a perceived conflict of
interest, and the community
may view the organization
negatively.
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Board Development:

Roles and Responsibilities of
Not-for-Profit Boards

Pyramid Power

Three brick layerswere asked
what they were doing.

One said, “ I’'mlaying
bricks.” The second replied,
“I"'mbuilding a wall.”
Thethird stated, “1'm
constructing a temple.”

Anonymous
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Types of Volunteers in
Not-for-Profit Organizations

People volunteer with organizations for awide variety of reasons.
The mgority of volunteers care deeply about the organization’s
work and purpose, or mission. People often volunteer from
enlightened self-interest; they want to work hard for the
organization, but they also want to reap personal benefits from
volunteer work.

There are two types of volunteersin not-for-profit organizations:

board volunteers and service volunteers. These volunteers have

different rolesand responsibilities:

« Board volunteersareresponsible for governance, through
policy development.

+ Servicevolunteersareresponsiblefor policy implementation.
They do thisby carrying out the programs and/or services of the
organi zation, according to board policy.

In many organizations, board volunteerswork as service volunteers
aswell. This can cause confusion, because the lines of authority and
accountability are different for board volunteers and service
volunteers. Board volunteers are accountable to the board chair,
according to the framework policies of the organization, which
include aboard member job description.

Service volunteers are supervised by another authority. If your
organization hasapolicy board, the executive director supervises
service volunteers. The executive director may also authorize staff
members to supervise volunteers. If your organization has an
administrative board, the executive committee supervises service
volunteers. The executive committee may al so authorize paid staff
to supervise volunteers. To avoid confusion, make sure that your
organization has clear job descriptions for both board members and
servicevolunteers.

Do you understand the difference between the board volunteer’s
function of governance, and the service volunteer’s function of
implementation? Often, service volunteers are invited to become
board members because they have demonstrated acommitment to
the organization. As a new board member, you need to make sure
that you balance your service volunteer responsibilities with your
increased work load as a board volunteer. As well, you need to be
very clear about your role and the lines of authority when you are
acting as either a board volunteer or a service volunteer.



Standards of Performance for Board
Members

The board expectsits membersto carry out their dutiesin an ethical
and professional manner, including proper use of authority. Meeting
appropriate performance standards makes it possible to do the work
of the board in an efficient and effective way.

Performance standards expected for board volunteersinclude:

» Beingloyal to the organization and its membership

* Avoiding conflict of interest

* Not exercising individual authority over staff or the society

» Dealingwith the public, clients, staff, and each other in afair,
ethical, and straight-forward manner

* Being prepared for, and actively participating in, meetings

» Fostering friendly, positive working rel ationshi ps between
volunteers and staff

* Maintaining confidentiality of board business

» Speaking positively of the organization to the public

Legal Implications for Board
Members

Board members are required to carry out their roles,
responsibilities, and functionswith afull understanding and
appreciation of the considerablelegal responsibilitiesthat go with
the position.

As anew board member, your best protection is prevention. Make

sure that you:

« Areaware of your legal responsibilities as aboard member

« Know that policies are in place to guide the actions and
behaviours of both board members and staff

« Manage the organization’'s affairs as you would your own

+ Participatein completing annual liability checklists

Board Development:

Roles and Responsibilities of
Not-for-Profit Boards

Job Descriptions for
Board Members

Providing board members
with a job description has
definite benefits.

A job description:

* Savestime and promotes
good relations between
board members and staff

e Makestasks more
manageable

*  Showsboard members
how they fit into the
organization

» Givesclear expectations

e Makes board recruitment
easier

e Providesabasisfor
evaluating performance
and recognizing
achievement

* Explains a process for
releasing a board
member

A job description contains:

e Position

* Authority and
responsibility

* Requirements

e Termand process for
release

* General duties

e Evaluation

* Review and approval
date for the job
description

e Qualifications and skills

e Benefits

e Time and financial
requirements
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Board Development:

Roles and Responsibilities of
Not-for-Profit Boards

A Source of Legal
Advice

The Lawyer Referral Service
offers one 1/2 hour of
FREE legal advice from
three different lawyers.

How not-for-profit
organizations can
receive this service:

1. Dial 1-800-661-1095.

2. Speak to the operator,
and provide the area of
law in which the not-for-
profit organization needs
help:

» Societies Act
e Companies Act
e Labour law
e Civil law
e Criminal law
or other legal matters

3. Giveabrief description
of the problem.

4. Givetherequesting
organization’s
name and location.

5. The not-for-profit
organization will receive
the names of three
lawyers.

6. The not-for-profit
organization MUST tell
each lawyer that they
received their name
fromthe Lawyer Referral
Serviceto get the FREE
1/2 hour of services.
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Individual board members are generally not held liable for the debts
or obligations of the organization. However, board members can
incur personal liability if they do something that shows alack of
reasonablecareinfulfilling their rolesand responsibilities.

The most common difficultiesthat can arise are:
«  Non-management

« Negligence or wilful mismanagement

«  Conflict of interest and self-dealing

When aboard member does not fulfil individual and/or board
responsibilities, he or sheisguilty of non-management. An
example of non-management isfailureto attend board meetings on
aregular basis.

When a board member conducts board duties poorly, improperly,
or dishonestly, he or sheisguilty of negligence or wilful
mismanagement. Hiring unqualified staff, or poorly managing the
organization’sfinances are examples of negligence or wilful
mismanagement.

When a board member standsto gain personally from atransaction
made by the organization, he or sheisguilty of conflict of interest
or self-dealing. An example of conflict of interest or self-dealing is
selling and purchasing property.

Many boards include alawyer as amember, so you have aresource
if you have any questions about legal issuesfor board members.
When you approach your role as a board member in a conscientious
and professional manner, you minimizeyour risk of liability.

As anew board member, you have the right to ask questions, and
the responsibility to learn as much as you can about your role,
responsibilities, and functions. By preparing yourself, and taking the
initiative to contribute in ameaningful way to the organization, you
will maximizeyour chance of having a positive experience.



Board Development:
How Do You Measure Up') Roles and Responsibilities of
Not-for-Profit Boards

A Board Member Liability Checklist

Review this check list with your board to minimize your
ligbility.

In order to minimizeliability, each board member must: _
For More Information

0 Know and support the organization’s beliefs, vision, on Related Board

mission, target, and aims statements

Attend all board meetings and assigned committee
meetings

Read pre-meeting material before each meeting
Befamiliar with the board’spolicies

Be familiar with the minutes of the board and assigned
committees

Know the responsibilities and functions of the board and its
committees

Know who is authorized to sign cheques, and for what
amounts

Monitor the community’s response to the organization’s
programs and services

Participate in approving the annual budget, audit, annual
financial report, and periodic financial statements

Development Topics

Contact the Board
Development Program to
receive back issues of Board
Devel opment newsdl etters.

Previousissuesinclude:

» Effective Organizations
Call for Effective Chairs

* Building Better Boards

¢ Where, Oh Where, Did
Our Membership Go?

* Meetings that Work

e Sustaining Healthy
Boards

e Financial
Responsibilities of
Not-for-Profit Boards

e Maximize Your Time and
Efforts — Collaborate!
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Board Development:

Roles and Responsibilities of
Not-for-Profit Boards

Board Development
Self-Guided
Workbooks

The Board Devel opment
Program publishes a series of
self-guided workbooks on
board devel opment issues.

There are four workbooks

avallable:

» Developing Job
Descriptions for Board
Members of Nonprofit
Organizations

» Drafting and Revising
Bylaws

» BOARD BUILDING:
Recruiting and
Developing Effective
Board Members for
Not-for-Profit
Organizations

* Financial
Responsibilities of
Not-for-Profit Boards

You can purchase these

books:

* In Edmonton:
The Resource Centre for
\oluntary Organizations
(497-5616)

* In Calgary:

\Volunteer Centre of
Calgary (265-5633)
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How Do You Measure Up?

A Board Liability Checklist

O

O

Review this check list with your board to minimize your
ligbility.

In order to minimizeliability, every board must:

Givetherequired notification for the annual general meeting
Notify the membership of proposed bylaw changes

Complete the annual incorporation filing requirements
(federal and provincial)

Approve, and annually review, personnel policies

Maintain up-to-date contracts with the executive director
and staff

Develop and implement an evaluation processfor the
executive director

M aintain recei pts and disbursements, according to financial
and businesspolicies

Make sure that the membership approves the annual audited
financial statements

Purchase adequate insurance
Make sure that committee reports are submitted in writing

Develop written job descriptions for board members




