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xed Requirements of Non-Profit
‘ganizations

10

sally incorporated under federal or provincial law
‘'med to provide a service for its members or the public

y profits received from its activities must be used to
ther its purpose

verned by a volunteer board of directors who act as
nmunity/member representatives



xed Requirements of Non-Profit
‘ganizations

at is a corporation?:

Incorporating gives an organization legal status and creates a distinct
legal being

A corporation can take part in legal proceedings in its own name

A corporation can own and sell property in its own name

Generally, a board member of a corporation is shielded from the
liability of the corporation unless there is demonstrated negligence

A corporation continues to exist as the same legal being even when the
board members change
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brary Structure in Saskatchewan

‘ee basic entities, each of which is a “corporation” in
/ and governed by a board of directors
Regional Libraries

Municipal Libraries (Regina, Saskatoon, Prince Albert)
Northern Library System
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)le of the Board in each Structure

> general management, regulation and control of the
-ary corporation, for example...

High level policies
Strategic direction

Budget approval (subject to the approval of municipal councils)
Partnerships

vointing a director of the library
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)cal Libraries 14

hin a region:

Local libraries are not corporations. Some local libraries have
incorporated under The Nonprofit Corporations Act, but The Public
Libraries Act does not establish them as a corporation automatically

Essentially Local Boards act as advisory boards established to advise on
local programs and levels of service and to promote the library locally

The Regional Library Board must consult with local boards on decisions
which affect the local library.



cal Libraries

hin the Northern System:

Northern Community Public Libraries are corporations.

They are part of the Northern Library System, but also nonprofit
corporations in their own right

They are responsible for the oversight and operation of the
Northern Community Public Library, within the Northern System.
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SCuUssion

Vhy is it essential to understand how your library
nd library board is structured?

scuss at your table and be prepared to report
ur conclusions to the room.



xed Requirements of Non-Profit
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)ard of Directors

re are three general areas of duties and obligations imposed on
ctors of non-profit corporations:

Fiduciary Duty
Duty of Care

Statutory Liability
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)ard of Directors 19

uciary Duty

Fiduciary duty is a requirement that, when exercising the powers of a director,
you will “act honestly and in good faith with a view to the best interests of the
corporation.”

As a director you would be breaching your fiduciary duty (your duty to act
honestly and in good faith) if you agreed to redirect funds donated for one
purpose to another. For example, the board voted to use money donated to a
building fund to pay general operating expenses



)ard of Directors 20

y of Care

‘he duty of care is a requirement that the directors “exercise the care, diligence
\nd skill that a reasonably prudent person would exercise in comparable

ircumstances.” This means that:

« As a director, you are not obligated to take all possible care but you must use

reasonable care.

» As a director you may delegate appropriate responsibilities to committees, officers

and managers and have the right to rely on auditors, lawyers and other experts.

» As a director, you must pay attention to the activities and affairs of the corporation.



)ard of Directors 21

tutory Liability

There are some instances where, as a director of a non-profit corporation,
you can be held directly and personally responsible for failure of the
corporation to perform a particular obligation.

» The Saskatchewan Employment Act and the Income Tax Act
« The Public Libraries Act
« The Criminal Code

* |nsurance



)nflict of Interest

onal Conflict

There can be a personal conflict between your duty as a director to act in the best interest
of the non-profit corporation and your own self-interest.

lict in Duties Owed to Another

There can also be a conflict where your duties to the corporation as a director conflict with
the duties you owe to another person or corporation. This can happen when you are a
director of two corporations, or you are the director of one corporation and you serve
another corporation in another capacity, and the two corporations are involved in one or
more transactions. This can arise where you cannot honour your obligations to one without
acting against the interests of the other.
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ercise

ick one of the following governance relationships and discuss:
» Regional boards <—>Local boards
* Northern Office Board <> Northern community boards

/hat is the authority of each level of board?

ow do you know?

/here does the authority for each level of board come from?
0 whom are the boards accountable for their authority?



SCuUssion 24

Drises?
cerns?
lications?

at, if anything, do you need to do differently in your library to
ure you are meeting the Fixed Requirements?
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yvernance Functions 26

ividually, think about what the function of governance

Write down a few and then we’ll discuss



yvernance Functions 27

sovernance = Decision Making Authority +
Accountability

ey Governance function is:

Ensuring clarity in decision making authority and
accountability when it is shared or delegated

~ormal or informal “rules”



yvernance Functions 28

ousal relationship....

What are the governance needs?
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lependent sole proprietor private
terprise....

What are the governance needs?



yvernance Functions 30

rtnership private enterprise....

What are the governance needs?



yvernance Functions 31

sovernance = Decision Making Authority +
Accountability

ey Governance function is:

Ensuring clarity in decision making authority and
accountability when it is shared or delegated

~ormal or informal “rules”



W 1S Governance Practiced? 32

highest authority in any large, complex enterprise will not likely
e the capacity to undertake all aspects of overseeing an
anization.

hority and accountability, therefore, is addressed in a cascading
es of delegations

ically, the further along the continuum the delegations fall,
iIsion making authority narrows and the focus of activity becomes
strategic and more operational



W 1S Governance Practised? 33

The People

= (Government

— Library Entity
—, 130ard of Directors-

==, Staff/Volunteers 1



SCussion 34

Vhere does the authority for your library board come
rom? Who delegates to them and how?



W 1S Governance Practiced?

unicipal, Regional and Northern Libraries receive their authority from
1e Public Libraries Act

1e Act is also the means by which authority is delegated to the board.
nce municipal councils appoint library boards and authorize budgets,
ere is also an accountability back to them

Because regional library boards are so large, the Act also delegates responsibility
for day-to-day oversight to the Board’s Executive Committee.

1e board (or the Executive Committee) should then formalize the
2legation of any authority it cannot manage independently to others

. 8. the Library Director; committees; local boards) with clear lines and
-nceccee for accoirintability
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)le of the Board in Governance

he Board must manage governance in three ways:

Accountable to
Inicipal councils and
‘ernment for board’s
elegated authority

3
%. Monitor and account
Board = for any authority
o delegated to others
- |
>
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)le of the Board in Governance

e following are the key roles in overseeing a non-
fit (including a library) that only the board can

fill:

Determining the results your organization intends to achieve
Ensuring those results are achieved

Ensuring the organization remains sustainable so the results
can continue to be achieved (risk management)

Accounting for and reporting on the progress of the
organization to the delegating body
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verning Styles

1ere is not one “right” way to structure your library’s

vernance

|t should be designed to meet the requirements and
function of governance

» But it should also be responsive to your organizational
circumstances (capacity; lifecycle; etc.)

enerally, the style of governance falls into a continuum

1sed on the four responsibilities that can’t be

>legated.
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verning Styles

oard

Board

' Board

Determine Results

Plan Strategies

Design Programs

Execute Strategies and Programs
Manage Risk

Report

Determine Results
Plan Strategies
Design Programs
Manage Risk
Report

Determine Results
|ldentify Risk
|ldentify Reporting Expectations

n/a

Execute Strategies and Programs
Support Risk Management
Support Reporting

Plan Strategies
Design Programs

Execute Strategies and Programs
Manaoce Rick




Implications

* Be clear about what decision making authority you have
(and who gave it to you)

 Be clear about any decision making authority you give to or
share with others and how they are going to be accountable
to you for it

» Understand the interests you are obliged to care for -

» Regardless of who appointed you to the board, those interests are
always defined as those of the whole organization



SCuUssion

2 poards of regional libraries are very large and
ierally meet only once or twice a year.
N can a library board ensure that:
Decisions get made in a timely, effective and efficient way?
The full board is accountable for those decisions?

If you are not on the Executive Committee, how can you ensure
that you are fulfilling your legal duties (Fiduciary Duty and Duty
of Care)?
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me Comments about the Other Elements

sanizational Circumstances

There are many different factors present in each organization
that will affect its governance choices

 Structure of your organization

Size of your organization

Budget

Culture

Lifecycle Stage
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me Comments about the Other Elements 45

\blers

The building blocks of your unique governance system

» The people you involve

* The organizational and board culture you foster

* The processes and structures you establish
These will look different for every library, depending on the
unique factors that are in play, but they must address:

* The Role of Governance

« The Fixed Requirements

» The Functions of Governance



me Comments about the Other Elements 46

v will you work together?

What does discussion look like?

How is conflict handled?

What is expected in terms of time and preparation?

v is board performance evaluated and managed?

v do you ensure succession - not only of people, but of values,
cesses and structures?

v do you decide what is important? Strategic?

v will you manage risk?






1e Workshop Plan 48

. Governance Fixed Requirements

a) The role and structure of non-profit organizations
b) the role and duties of board members

. Governance Functions:
a) The Why, How, and Approaches to Governance



Ap up and Roundtable 49

What is one “aha” you had today?
What is one thing you will take away for your
own Library?



1tact Information 50

DAYBREAK CONSULTING
Dawn Martin

114 - 29t ST W, Saskatoon, SK S7L OL6
Ph: (306)229-8128
Email: daybreakconsulting@sasktel.net
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