
Information for Nonprofit Boards 

Nonprofits must recognize and manage the impact of the coronavirus and associated disease 
known as COVID-19 that has created great concern and fear for an ill-prepared and under-
educated country and world. Quarantines, canceled conferences and events, staggering 
drops in economic markets, deserted public spaces, self-isolation, and social distancing are all 
eye-opening impacts we’ve increasingly seen in the past couple of weeks. This should prompt 
nonprofit directors to start asking questions about how all of this will affect their organizations, 
beneficiaries, employees and volunteers, work cultures, programs, fundraising, events, 
meetings, businesses, investments, governance, management, and operations. And more 
importantly how will their organizations adapt consistent with their missions, values, and 
sustainability. 

Fiduciary Duties 

The board of directors of a nonprofit is ultimately responsible for the activities and affairs of the 
nonprofit and the exercise of all corporate powers. A board may delegate management of the 
day-to-day operations to officers, committees, employees, or a management company, but it 
may not delegate its oversight responsibility or its function to govern. And when it delegates 
authority and power, the board must do so with reasonable care. 

For nonprofits with employees, the roles of the board are to direct, oversee, and protect. 
Direction is provided through mission, vision, and values statements; plans; policies; budgets; 
specific directives; and responsible leadership. Oversight involves reviews of executive 
performance, financials, audits, programmatic impact, and compliance. And protection of 
charitable assets is accomplished by appropriate risk management, including internal controls 
and insurance, and strategic decision-making. 

Directors are subject to two fiduciary duties in carrying out their governance responsibilities: the 
duty of care and the duty of loyalty. 

Meeting a director’s duty of care generally requires acting in a reasonable and informed manner 
under the given circumstances. The standard of care is typically expressed as that which “an 
ordinarily prudent person in a like position would use under similar circumstances.” The 
circumstances now are substantially different from last month, and each director must consider 
how that changes the care and attention an ordinarily prudent director would provide to their 
organization. While director liability for gross negligence may be rare, the risk may be significant 
if, for example, the disease spreads within the nonprofit’s facilities or event site due to 
inattention and inaction of the board, particularly if the nonprofit seems to be an outlier in its 
management of the crisis. 

Meeting a director’s duty of loyalty generally requires acting in good faith and in the best 
interests of the corporation. The key to meeting this duty is to place the interests of the 
corporation before the director’s own interests or the interests of another person or entity. This 
does not, however, mean that furthering the mission in the short-term is more important than 
protecting employees, acting consistent with the organization’s values, and helping to assure 
the sustainability of the organization. Balancing these sometimes competing interests is one of 
the difficult challenges of a director. 

https://nonprofitquarterly.org/coronavirus-brings-nonprofits-unexpected-costs-even-at-its-earliest-stages/
https://www.theatlantic.com/ideas/archive/2020/03/coronavirus-cancel-everything/607675/

