Directors & Officers Liability Insurance for Non-Profit Organizations

A nonprofit organization is operated for the benefit of some group of persons. Those individuals, together with employees, creditors, customers, members, state regulators, etc, are all potential plaintiffs against directors & officers of nonprofit organizations due to mismanagement. The fundamental responsibility of directors & officers is to judiciously represent the interests of the organization's members and other constituencies in directing the business and affairs of the organization with in the law. 

D&O insurance responds to protect an organization for the insured perils surrounding an allegation of a wrongful act. An important feature of a D&O insurance policy is defense costs coverage. The costs associated with defending an allegation of a wrongful act can easily and quickly exceed $50,000.

EXAMPLE CLAIM EXPOSURES FOR DIRECTORS, OFFICERS, OR TRUSTEES
Allegation of Wrongful Acts 
· Conflict of interests 

· Fraudulent conduct, reports, financial statements or certificates 

· Breach of contract 

· Torts 

· Violation of statute 

· Violation of provisions of articles or by-laws 

· Improper self-dealing 

· Acquiescence in conduct of fellow directors engaged in improper self-dealing 

· Transactions with companies in which officers or directors are personally interested 

Allegation of Financial Mismanagement 
· Inefficient administration resulting in losses 

· Sale of assets for unreasonably low prices 

· Wasting of assets 

· Extension of credit where not warranted 

· Failure to ascertain whether extension of credit is warranted 

Allegation of Mistakes or Errors in Judgement 
· Disclosure of material facts 

· False or misleading reports 

· Dissemination of false or misleading information 

· Permitting organization to make improper guarantees 

Allegation of Negligence 

· Continual absence from meetings 

· Failure to examine reports and documents before sighing 

· Failure to detect and stop embezzlement of organizational funds 

· Failure to file annual report 

· Failure to require withholding tax 

· Failure to inspect organization books and records to keep abreast of its activities 

· Failure to supervise the activities of others in a proper manner 

· Failure to verify facts in official documents before sighing them and filing them 

· Shirking responsibility 

The Society for Human Resource Management has researched several D&O insurance providers and is pleased to provide you with information on the ASAE-endorsed Association Directors' & Officers' Liability Coverage offered through The Hartford - rated A+ (Superior) by A.M. Best and AON Corporation.  This offering delivers these customized coverages at competitive rates. The program is truly priced to save you money.  The minimum premium is typically 1/2 the price of the nearest competitor.   

Please note that this Association Directors' & Officers' (D&O) Liability coverage is tailored to help meet the needs of trade and professional associations. The program offers D&O coverage meant to help protect the assets of your association as well as those of your board members from frivolous lawsuits.

$100,000 Fiduciary Liability (ERISA) Sublimit Coverage Extension 
Most D&O policies exclude this coverage. The ASAE/AON program provides it automatically and free of charge. They encourage all affiliated chapters consider purchasing a stand alone Fiduciary Liability (ERISA) policy as well.* 

Entity Coverage 
D&O-related lawsuits nearly always name the chapter and association itself as a defendant. There are D&O policies that do not provide coverage for liability incurred by the organization. The ASAE/AON program makes sure your association is covered.

Duty-to-Defend Coverage
A duty-to-defend policy requires The Harford to front CLAIMS EXPENSES in the event of a CLAIM - even if the allegations are groundless or false - rather than reimbursing after the CLAIM is closed. The Hartford is also required to assign experienced, defense counsel.

Defense Outside the Limit of Liability 
This important feature prevents defense costs from eroding the limit of liability. This feature is available but subject to underwriter approval. 

Since our affiliated chapters have revenues less than $1,000,000 this coverage extension will automatically be added by endorsement at no additional premium. 

Outside Directorship Coverage 
This automatic extension provides coverage for Insureds serving on other nonprofit boards as part of their duties.

Antitrust Allegation Protection
Antitrust related allegations are included in the definition of a wrongful act.

Additional coverage features include:
· Directors, Officers, all Employees, Volunteers, Trustees and Committee Members are covered 

· Personal injury and publisher's liability protects against suits claiming damages for libel, slander, copyright or trademark infringements 

· Coverage for most nonprofit subsidiaries is automatically included 

· Coverage for claims alleging the mismanagement of the association's funds or assets is specified 

· Coverage for Employment-related claims (i.e. discrimination, wrongful dismissal, sexual harassment, EEOC proceedings...) 

For further information, please contact:

info@asae-aon.com
Or call 800.432.7465 and ask for Eric Johnson ext. 374
Or fax 202.857.0143

