When I became the acting president of Hamilton College
in 1999, I already knew a lot about the college. I am a 1996
Hamilton graduate, the parent of a former student, and I
have served for 12 years on the college’s governing board.
Still, when Hamilton President Eugene Tobin took a muchdeserved sabbatical, I learned more about Hamilton during
my six months in the presidency than in all my previous
time associated with the college. Much of what I learned
will make me — and, I expect, my fellow board members
— better in the future.
An unusual level of alumni involvement distinguishes
Hamilton. Typically, more than 55 percent of alumni
contribute every year to the annual fund, and more than
a third volunteer to recruit students, raise funds, counsel
undergraduates about careers, provide internships, conduct
alumni events, and participate in other activities. As is the
case at other colleges, Hamilton’s board sets the tone for
financial and volunteer support.

My experience as a college president has made me much
more aware of the nuances of board decision making. Many
issues that boards are asked to consider require much
broader scrutiny. Switching roles for six months taught me
five fundamental lessons that may help boards and board
members become more effective.

1. Balance the membership of board member
committees.
Hamilton’s board of directors, like many governing
boards, consists disproportionately of business executives,
investors, and successful entrepreneurs. Their acumen is
in finance and in running a business, so they tend to be
most interested in the issues — fund-raising, endowment
performance, and investments — with which they are most
familiar and where results are tangible. They tend not to
be so comfortable with the other components that make a
college successful such as its staff, programs, and facilities.
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own active participation with my alma mater, I had a
have a fiduciary responsibility to the college, and given
superficial understanding about many important facets
today’s fiscal pressures, no board can be blamed for being
of the college and wondered whether my fellow board
preoccupied with an organization’s assets. But a balanced
members did as well. Naturally, I recognize it is unrealistic budget and a growing endowment are only two measures of
to expect that board members who typically visit the
an organization’s health.
campus just three or four times a year will ever have the
same breadth and depth of knowledge as the president
It is equally important that all board committees have the
and senior administrators who are charged with the daily
appropriate firepower if the mission of the institution is
operations of the institution.
to be fulfilled. The committee on board members should
look carefully at the distribution of talent and influence
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among the various standing committees to ensure that every
Soon after I became president, the impact of policy
function has an important voice at the boardroom table.
decisions became clear to me — much more so than
when I was a board member. For example, deciding to
2. Seek, within limits, close encounters with
admit an additional 20 to 30 students from the waiting
leaders of the organization.
list or planning for a larger class, though attractive from a
In my six months as president, I met and spent time with
financial point of view, had significant ramifications in the most of the faculty, the swimming coach, the chair of the
day-to-day life of the campus. Admitting more students
chemistry department, the director of the career center means hiring more staff members. Where would we find
people board members typically would not encounter. Yet
additional housing? And if the new hires were adjuncts,
the insights and opinions of such individuals can give board
how could we be certain they would be as qualified and as members a much broader understanding of an institution.
committed to the institution as full-time faculty members?
This level of detail rarely makes it to the boardroom, but
Recognizing this untapped resource, we restructured board
as president, I could see how a tempting financial solution
weekends at Hamilton to facilitate even greater informal
might create an irritant in campus life.
interaction between the board and various college
A Board Member’s Stint in the Chief Executive’s Chair
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If you’re not paying attention to insurance, you could
be putting your organization’s mission at risk.
Let’s face it: The world of commercial insurance is of little
interest to the vast majority of nonprofit board members.
A desire to advance the nonprofit’s mission — not a
concern about the details of coverage and policy wording
— draws talented leaders to board service. Yet a board that
pays scant attention to its organization’s insurance needs
and arrangements unwittingly puts the mission of the
organization at risk. To avoid that, board members should
have a basic understanding of the role of insurance in their
organization’s overall risk management program and their
leadership responsibilities in this area.
Understand the difference between insurance and risk
management.
Many nonprofit leaders believe that they are managing risk
when they buy insurance coverage for their organizations.
Unfortunately, having an insurance policy in place— even
one that is written with the exposures of a nonprofit in
mind—does nothing to alter a nonprofit’s vulnerability to
harm. The puddle of water on the slick floor in your office
remains an accident waiting to happen. The practice of
allowing minimally screened volunteers one-on-one access
to vulnerable clients remains a gaping hole in your safety
program. Insurance is a form of risk-financing. It ensures
that funds will be available to compensate victims of the
organization’s negligent or accidental conduct.
Recognize the reasons why your organization needs
insurance.
Sometimes contracts (e.g., government contracts and leases)
and regulations (e.g., workers’ compensation requirements)
impose insurance requirements on nonprofits.
Nonprofits also buy coverage to
• ensure that a source of recovery is available to pay for
harm caused by the nonprofit’s operations
• protect board members, employees, and volunteers from
personal liability
• fund corporate bylaw indemnification agreements
• attract new board members and retain existing members
who would otherwise be unwilling to serve
• comply with board members’ fiduciary duty to preserve
the organization’s assets
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Select an insurance agent or broker with nonprofit expertise.
Few nonprofit boards would engage the services of an
accountant or attorney who knows little about the work of
nonprofit organizations, yet many boards retain the services
of insurance advisors who do not have the expertise the
organization requires. There are dozens of highly competent
agents and brokers who specialize in the nonprofit sector.
In the mix of the best advisors are local, regional, and
national firms with expertise in subsets of the sector (e.g.,
churches, athletic groups, or social services agencies). Don’t
settle for less than professional service, and keep in mind
that “specialization, specialization, specialization” trumps
“location, location, location” when it comes to selecting an
insurance advisor.
Also view your insurance advisor as a partner in mission
fulfillment. He or she should be an invaluable resource,
providing sage counsel to guide your risk financing
decisions. Remember, however, that the ultimate
responsibility for wise decision making rests with the
leaders of the organization.
Take the time needed to understand what you’re buying.
Insurance is something many nonprofit leaders purchase
without understanding what they are buying. Few of us
would purchase a car without knowing how it operates;
yet many leaders readily admit to a limited understanding
of key features of their coverage, including claims filing
instructions, policy conditions, and the meaning of the
policy endorsements and exclusions.
Insist that answers to your coverage questions be submitted
in writing, and require that your agent provide an annual
Schedule of Insurance—an itemized listing of your policies,
limits, deductibles, expiration dates, key policy features and
exclusions, annual premium, and carrier. The statement,
“Don’t worry, you’re covered,” can’t be true 100 percent of
the time. There are risks that are considered uninsurable, for
example.
Also ask about a better deal. The cost of your insurance
renewal is not likely to go down unless you inquire about
that possibility. Ask what steps, if any, you can take to obtain
a reduction. In many cases, the best option is to shop around
for coverage. If your current agent or broker claims that only
one insurer will write your account, it’s time to find a new
advisor — someone with better contacts. While there are
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categories of nonprofits that have experienced greater than
average losses and are therefore viewed as less desirable, the
overall sector remains attractive to insurers. It’s often a good
idea to contact your agent a couple months ahead of renewal
to ask what the agent is expecting in regard to renewal
premiums. Does the agent expect the current ‘soft’ insurance
market to result in lower premiums this year? Is the agent
planning to approach more than one insurer?
Nonprofit leaders that are truly committed to protecting the
assets (including reputation) of their organizations take time
to understand the coverage they have purchased for their
organizations. Fulfilling your duty to the organization you
serve requires no less.
Editor’s note: BoardSource members are eligible for discounted
rates on D&O insurance provided by AON Affinity. Learn more.
BoardSource © 2014. Text may not be reproduced without written
permission from BoardSource. For more information, call
1-877-892-6273 or e-mail learningcenter@boardsource.org.
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Why is Directors’ and Officers’ insurance important?
Even the most proactive risk management policies and procedures
cannot ensure that a board member will not be implicated in a
lawsuit while acting on behalf of the organization. Indemnification
clauses in the organization’s bylaws and state and federal laws
may provide some protection for some causes of action, but
purchasing Directors’ and Officers’ (D&O) liability insurance is
highly recommended.
Directors’ and Officers’ insurance safeguards board members
and the organization against causes of action not covered by a
general liability policy. An important benefit of D&O insurance is
broad coverage for employment-related claims, such as wrongful
termination of employees and discrimination.
Typically, a D&O insurance policy will provide both defense and
indemnification for the individual directors and officers and the
organization. Since each insurance company offers a different
policy form with distinctions that could dramatically alter coverage,
it is important to check the specific language of your policy.
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