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or Board Member?

Know Your Fiduciary Responsibilities

new responsibility. Being on the board of directors is a

wonderful opportunity for you to further your ability to
help all children, but with this opportunity come fiduciary
responsibilities (legal responsibilities) to the organization. The
ultimate authority for managing the affairs of the organization is
vested in the board of directors (trustees). Because the law grants
directors such authority, the law imposes on them an obligation
to act in the best interests of the organization. Directors are
required to act (1) in good faith, (2) with the care an ordinary,
prudent person in a similar position would exercise under simi-
lar circumstances, and (3) in a manner the director reasonably
believes to be in the best interest of the organization.

The new PTA year is starting, and you are about to take on a

Duty of care

‘The duty of care is important, yet it is the most frequently violat-
ed duty. The heart of the duty of care is to be informed.

* Directors must attend board meetings. Directors who do not
attend meetings are nevertheless bound by actions taken at
those meetings and are responsible if actions are deemed
negligent. Unless there is an unavoidable emergency, failing
to attend a board meeting may be judged negligent behavior.

* Boards make policy decisions to guide and determine the
activities of the organization. Boards may delegate the carry-
ing out of the activities to committees, staff, accountants,
attorneys, and so forth. While delegation is legal and neces-
sary, it does not relieve the board of liability.

Duty of loyalty

‘When you commit to being a director, you commit to putting the
best interest of the PTA over the best interest of the individual,
family, friends, and associates. Many boards have a conflict of
interest policy. If your PTA does not have a conflict of interest
policy, you may want to investigate instituting one, as the IRS is
considering requiring that you disclose whether you have a poli-
¢y on your Form 990. The policy should define conflict of interest
and specify procedures to be followed in managing conflicts. A
sample policy can be found as an attachment to the Form 1023
instructions on the IRS website, www.irs.gov.

What does this
mean for you?

One of the boards
responsibilities is to
oversee the PTAS
financial affairs—for
example, reviewing
financial reports on a
regular basis. This
does not mean you
should review every
transaction. You
should, however, ask questions when you feel they are appropri-
ate. Your PTA should have a process by which the board would
know that the Form 990 (EZ) is being prepared and submitted
on a timely basis and if not, why. If your PTA is liable for other
types of taxes, such as sales or payroll, be sure you know that
these forms and payments are being submitted on a timely basis.
You should feel confident that the assets of the organization are
safe and are not being wasted.

Itis also the responsibility of the board to safeguard the PTAs
intangible assets, such as the good name and reputation of the
organization. The board should evaluate the organization’s activ-
ities with the overriding goal of protecting the organization’s
brand.

Safeguards for you
There are ways to safeguard the board of directors while it per-
forms its duties. Check into incorporating your PTA. This makes
the PTA the legal entity and relieves the individuals on the board
of directors of personal liability. Look into directors and officers
insurance, which provides another layer of protection for the
board against being sued for decisions it might make. Investigate
your state and federal volunteer protection acts. Certainly, there
is a federal law, and most states also have their own law.
Whether your PTA is big or small, these rules apply to you.
The public charity tax-exempt status that PTAs enjoy comes
with responsibilities that must be fulfilled if PTAs are to main-
tain that status. oc
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