Risks to Nonprofit Corporations

· People acting in behalf of a nonprofit without authority to do so are jointly and severally liable as result of their acts.

· A court may disregard corporate protection and make an individual liable if there is compelling inequity that would justify setting aside the corporate shell.
· Nonprofit is liable for:
· Violations of laws

· Contracts that it has entered into

· Beware: Don’t let a Memorandum of Understanding (MOU) become a contract
· Torts, i.e., negligent acts which cause injury

· Employee related actions

· Wage claims

· Unemployment claims

· Workers Compensation claims

· Discrimination, e.g., disability, race, etc.

· Sexual harassment

· Wrongful termination

· Negligent hiring

· Workplace safety violations (OSHA)
· Derivative actions brought in the name of and on behalf of a nonprofit by unhappy members or directors
· Liability associated with volunteers

· Negligence by one
· Negligence to one
· Bad community relations

