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Trustee and Director
Not an Honorary Title

Charities depend greatly on volunteers for their governance. Volunteers 
donate their time for a variety of  reasons: some are interested in the   
charity’s programs, while others may feel that the position brings them 
some level of  prestige. Most often, the motivation is a sense of  civic 
duty and the satisfaction that comes from making a contribution to the 
community.

Charities often seek prominent members of  the community to serve 
on their boards, perhaps because of  that individual’s business and 
management reputation. This could also be a means of  honoring that 
individual and boosting the image and credibility of  the charity by having 
well-known names listed among its trustees. Whatever the motivation of  
the individual or the charity, joining a board of  trustees is a decision not 
to be taken lightly.

Prospective board members should investigate what such a commitment 
will entail, and understand the role, function, and responsibilities of  a 
charity’s governing body. This guide is intended to assist in that endeavor.

The Legal Duties

The Duty of  Care
The Duty of  Loyalty

The Duty to Maintain Accounts
The Duty of  Compliance
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Keeping the Board Vigorous

To ensure the continuing 
vitality of  the charity and its 
awareness and responsiveness 
to the community needs, 
board members should 
look for ways to continue 
to breathe new life into 
the board. Choose board 
members who have an interest 
in the charity’s mission and represent diverse viewpoints. Actively recruit 
individuals whose skills and commitment will enhance the charity. 
Consider term limits and rotation off  the board to other assignments as a 
means of  avoiding stagnation, tunnel vision, and the perception that the 
board is merely an insider’s club.

Consequences 

There can be severe consequences to trustees for breaches of  fi duciary 
duty. Trustees can be held individually responsible for breaches of  
fi duciary standards within a charity. 

Is It Worth It?

Serving the community and its needs is a worthy act of  stewardship. 
Service on a charity’s board requires your acceptance of  responsibility 
for the funds donors have contributed. Donors are placing their trust 

in you; the public that benefi ts from 
the charity’s services is depending 
on you; and regulators are watching 
you. For board members who take 
their responsibilities seriously, the 
rewards of  voluntary service are 
immeasurable.
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Mandatory Filing 

 The Ohio Attorney General 
supervises the activities of  
nonprofi t    organizations. 
The Ohio Charitable Trust 
Act is a law that requires 
nonprofi ts to register with 
the Ohio Attorney General 
within six months after the 
organization is created. The 
Ohio Charitable Solicitations 
Act requires every charitable 
organization that intends to 
solicit contributions in Ohio to register and submit an annual 
fi nancial report and fee. Charitable Gaming such as Bingo and 
Instant Bingo requires a license through the Attorney General, as 
well. 

 An annual fi nancial report must be fi led by the 15th day of  the 
5th month after the end of  an organization’s accounting period, 
including the 990 form or the 990-EZ form, designed for small 
tax-exempt organizations and nonexempt charitable trusts. An 
organization may fi le Form 990-EZ, instead of  Form 990, only if  
(1) its gross receipts during the year were less than $100,000, and (2) 
its total assets at the end of  the year were less than $250,000.

 Tax-exempt organizations that have annual gross receipts not 
normally in excess of  $25,000 are not required to fi le the annual 
information return, but may be required to fi le an annual electronic 
notice Form 990-N.

A tax-exempt organization that fails to fi le a required return is subject to a 
penalty of  $20 a day for each day the failure continues.

These forms for fi ling can be accessed on the Attorney General’s 
Charitable Law Website at : 
www.ag.state.oh.us/business/charitable.asp
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What is a “fi duciary?”

In a non-profi t organization, a “fi duciary” is a person or persons who 
are trusted to epitomize the whole of  an organization—a speaker for 
everyone associated with the organization under a unifi ed voice. A special 
trust and confi dence is placed in this one person i.e. the executive director 
or trustee of  the organization. Within the governing board, there should 
be an executive director and trustee—the primary fi duciaries. This person 
must understand that there are many tasks to be managed and forms to 
be fi led. 

Filings with the IRS and the Secretary of State 

The IRS:
 Acquire an Employer Identifi cation Number (EIN)
 Identify Proper Tax Class
 Apply for Exemption, Form 1023
 Form 990
 Form 990-T
 Annual Reports Form
 Annual Exempt Organization Return Form

The Secretary of  State:
 Initial Articles of  Incorporation
 Code of  Regulations
 Statement of  Continued Existence, Form 522 Every 5 Years

See the Secretary of  State website at www.sos.state.oh.us, or the Internal 
Revenue Service website at www.irs.gov, in order to access these forms 
online.

The Duty of Care

The duty of  care requires that a trustee be active in the charity’s affairs 
by regularly attending committee and board meetings. A board member 
must be informed, so that he or she is able to determine if  the policies 
established by the board are being followed. He or she should understand 
how the charity is functioning. The trustee should regularly oversee the 
charity’s administration by a competent staff.
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The Duty to Manage Accounts 

Board members are responsible for assuring the fi nancial accountability 
of  the charity. Procedures should be established to keep the organization 
fi scally sound and ensure that it operates in a fi scally responsible manner. 
Trustees should oversee the executive director and determine that the 
charity’s purposes are fulfi lled without waste. A Whistleblower Policy, a 
legal protection for employees who 
reveal fi nancial wrong doing by 
their organization, will secure that 
such matters are handled properly. 
Preparation of  a budget is important 
for providing clear directions for 
spending and translating program 
and management goals of  the board 
into fi nancial projections.

The organization should be able to demonstrate the wise use of  its 
funds. Accurate records of  all income, expenditures, transactions, and 
activities must be maintained. To demonstrate board approval of  certain 
expenditures and investments, accurate minutes of  board meetings should 
be taken. This is where the Retention and Destruction Policy will ensure 
that all documentation is kept safe.

How to Avoid a Possible Breach of Fiduciary Duty

Establish internal accounting systems• 
Document fi nancial decisions• 
Prudently invest and reinvest assets• 
Assist the Organization in acquiring resources• 
Keep Minutes• 

The Duty of Compliance

Board members have a duty to be faithful to the organization’s purposes 
and comply with the charity’s governing documents. They are also under a 
duty to be familiar with the laws that apply to the charity.
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Recommended Policies and Procedures by the IRS

 Confl ict of  Interest Policy• 
 Whistleblower Policy• 
 Retention and Destruction Policy• 
 Investment Policy• 
 Fundraising Policy • 
 Documentation of  Governance Decisions Procedure• 

Visit the Attorney General’s Charitable Law website at www.ag.state.
oh.us/business/charitable.asp to view examples and detailed instructions 
on how to create and implement these policies.

The Duty of Loyalty

Many problems can be avoided if  board members keep the duty of  
loyalty foremost in their thoughts. It requires that the interest of  the 
charity and the interest of  the public, take precedence over the board 
member’s personal interests. A trustee must, loyally and without self-
interest, further the charitable objectives of  the organization by acting 
fairly and in the best interest of  the charity.

Board members should not engage in any transaction that is adverse to 
the charity, engage in any competing enterprise to the detriment of  the 
charity, divert an organizational opportunity for personal gain, or derive 

any kind of  secret profi t or other advantage 

in dealing with any business relationship 
between the organization and a board 
member. By instating a Confl ict of  Interest 
Policy, organizations can avoid these 

situations. 
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