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Why Board

Training is
MANDATORY

Legal Requirement: IRS expects boards to be
trained in governance & fiduciary duties

Risk Reduction: Trained boards reduce litigation
risk by 90%

Liability Protection: D&O insurance requires
annual training for coverage

Mission Effectiveness: Trained boards increase
organizational impact 60%

Fraud Prevention: Training reduces fraud
detection time from 24 to 9 months

State Compliance: Many states mandate
nonprofit board training I

Donor Confidence: Donors expect professional

board governance /
@



Fiduciary
Duty #1:

Duty of
Care

Definition: Board members must exercise
reasonable care in decision-making

Standard: "Prudent person" test - would
informed person make this decision?

Requirements: Obtain sufficient information, ask
guestions, review financials

Breach Example: Approving $50k budget without
reviewing income projections

Violation Consequence: Personal liability for
negligent decisions

Protection: Regular attendance, asking clarifying
guestions, voting thoughtfully I

Documentation: Minutes must show discussion,
information reviewed, decision rationale
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e Definition: Board members must act in church's
best interest, not self-interest

* Core Requirement: No personal benefit from
church decisions

* Conflicts Prohibited: Cannot vote on decisions

Fiduciary
. where you have financial interest
DUty #2 . * Breach Example: Board member votes to hire

relative at inflated salary

DUty Of * Violation Consequence: Personal liability +

church restitution obligation

LOya Ity * Protection: Disclose all conflicts, recuse self from

voting, document in minutes I
* Annual Certification: Sign conflict of interest

disclosure yearly /
@




Fiduciary
Duty #3:

Duty of
Obedience

Definition: Board must ensure church operates in
compliance with law & bylaws

Requirement: Oversee legal, tax, regulatory
compliance

Responsibilities: Maintain bylaws, monitor 990
filing, ensure tax compliance

Breach Example: Knowing about unreported
income and ignoring it

Violation Consequence: Personal liability +
potential criminal exposure

Protection: Understand bylaws, oversee tax filing,
review compliance reports I

Documentation: Board meeting minutes show

compliance discussions & approvals /
— .



Fiduciary Duty Violations: Consequences

To Board Member

Personal liability
Loss of assets
Defense costs

Attorney fees

To Church

Loss of funds
Reputational damage
IRS penalties

Loss of 501(c)(3)




* Coverage: Protects board members from personal
liability for fiduciary breaches

Di re Cto I'S * Cost: Typically $1,500-S5,000/year for mid-size

churches (nonprofit rates)
& Office rs * Requirement: Many lenders & donors require
D&O insurance proof
D&O * Training Requirement: Most D&O policies require
annual board training for coverage

. ol * Coverage Limits: Typically S1IM-S5M liability
Liability

coverage

lnsurance

* Errors & Omissions: Covers mistakes in judgment,
not intentional misconduct I

e Action: Get quotes from nonprofit insurance

brokers (MinistrySure, Charity First) /
@




Mandatory
Board

Training
Curriculum

Mission & Values: Understanding church's
mission, strategic direction, values

Governance: Board structure, authority,
responsibilities, limitations

Financial Management: Budget process,
financial reporting, fraud prevention

Fiduciary Duties: Care, loyalty, obedience -
legal obligations

Compliance: IRS requirements, bylaws,
conflict of interest policies

Risk Management: Insurance, liability, legal
compliance issues

Strategic Planning: Annual planning
process, goal setting, measurement




New Board
Member
Orientation:

Required
Components

Timing: Orientation BEFORE first board
meeting (30-60 days)

Agenda Package: Bylaws, conflict of interest
policy, strategic plan, financials

D&O Insurance Brief: Explanation of coverage,
what's protected, claims process

Church History: Overview of church mission,
programs, budget, leadership structure

Committee Assignments: Explain board
committees (finance, audit, nominations)

Meeting Expectations: Frequency, attendance,
preparation, committee participation

Mentorship: Pair new member with
experienced board member as mentor




Annual Board Training Topics (Required for
D&O Coverage)

Year 1: Governance

Bylaws & authority
Board roles

Committee structure

Year 2: Finance

Budget oversight
Financial statements

Audit process




Board
Training
Methods

&
Formats

In-Person Workshop: 2-4 hour annual training
session (most effective)

Webinar Series: Monthly 30-minute sessions on
rotating topics

External Trainer: Hire consultant to deliver
governance training

Online Courses: Church Law & Tax, eCourses for
nonprofit governance

Board Self-Study: Distribute materials, require
completion, document participation

Conference Attendance: Send board members to
governance conference l

Documentation: Maintain sign-in sheets,

certificates, attendance records /
@&



* Self-Assessment Survey: Distribute annual survey
on board effectiveness (anonymous)

* Key Questions: Are bylaws being followed? Is
Boa rd governance effective? What needs improvement?

* Individual Evaluation: Assess each board
Assessment: member's participation, preparation, contribution

An N ual * Committee Review: Evaluate committee
effectiveness and member engagement

Evaluation Of  Chair/Pastor Discussion: Board chair meets

individually with each member

Effecnveness e Action Plan: Develop improvement plan based on
assessment findings ’

* Documentation: Maintain assessment results,

action plans, follow-up efforts /
@




Board Training Implementation: 90-Day
Roadmap

Days 1-30

Survey current training
Identify gaps
Get D&O quotes

Days 31-60

Plan training session
Secure trainer

Prepare materials




Board
Training

Compliance
Checklist

L1 All board members completed annual
training

L Training covered fiduciary duties (care,
loyalty, obedience)

L1 Attendance documented with sign-in sheets

1 New members received orientation before
first meeting

1 D&O insurance policy obtained & coverage
verified

[ Training topics rotated (governance, finance,
risk, compliance)

[1 Board assessment conducted & action plan
created

L1 Conflict of interest certifications signed
annually




e Situation: Church board recﬁd »

training on fraud prevention & internal
controls. Treasurer requested approval for \
$200k building fund investment with

Case StUdy: minimal documentation

Tra I n I ng Trained Response: Board members, applying fiduciary
duty of care, requested detailed appraisal, investment

plan, and independent review before approval

That
Prevented

Result: Due diligence revealed fraudulent scheme.
Treasurer was diverted funds to personal account. Fraud

D i Sd Ste I prevented, $150k recovered.

Learning: Training creates a culture of accountability &
prevents fraud through informed governance.




e Board training is mandatory for legal
compliance & D&O insurance coverage

Key * Three fiduciary duties are the foundation:
care, loyalty, obedience

Ta keaways y * Trained boards reduce litigation risk by 90%
[}

* Annual training prevents fraud (9 months
vs. 24 months to detect)

' Boa rd * D&O insurance protects board members

from personal liability

Tra i n i ng * Training should rotate through governance,

finance, risk, compliance

EXCG I I ence ) %?ﬁ:gﬁg;‘fczocgsérzt;:ndance is essential




Trained Board
Members =

Protected Church

Annual Training Ensures
Compliance & Fiduciary
Excellence

Next: Fraud Prevention & Detection Strategies
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