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At Victor, we understand that non-profit
organizations face unique challenges that

can lead to legal claims, from employment
practices to fiduciary responsibilities. These
real-life examples illustrate how issues such

as workplace harassment, discrimination or
financial mismanagement can arise unexpectedly.
Knowing these risks underscores the importance
of having the right insurance coverage to help
protect your organization, your reputation and the
people you serve.

Victor’s Directors & Officers Liability Insurance
for Non-Profit Organizations and Combined D&0O
and E&Q insurance for Non-Profit Organizations
provide comprehensive protection designed
specifically for these organizations, helping to
shield your leadership from potential claims.



https://www.victorinsurance.com/ca/en/pl/solutions/do/non-profit-organizations.html
https://www.victorinsurance.com/ca/en/pl/solutions/do/non-profit-organizations.html
https://www.victorinsurance.com/ca/en/pl/solutions/do/non-profit-organizations-eo-do.html
https://www.victorinsurance.com/ca/en/pl/solutions/do/non-profit-organizations-eo-do.html

1. Employment practices (wrongful
dismissal and defamation)

During a corporate reorganization, a
large non-profit organization terminated
a long-serving employee with over 15
years of service. The employee filed a
wrongful dismissal lawsuit against the

organization, alleging that the dismissal
was unjust. Additionally, the employee
claimed defamation, asserting that a written

communication containing damaging
statements about them was improperly
circulated beyond the board of directors.

This example demonstrates the complex nature of employment-
related claims that can arise during organizational changes.

2. Third party discrimination

A claimant filed an application with the
Human Rights Tribunal alleging that the
organization discriminated against children
with intellectual disabilities by failing to
implement an inclusion policy that would
ensure equal participation opportunities in
its activities. The claimant sought significant
financial damages, a public apology, and
court orders mandating the organization to
host inclusive events and establish a formal inclusion policy.

This example highlights the increasing risk organizations face
regarding inclusion and discrimination, which can lead to third party
employment practices liability (EPL) claims. Failure to implement
inclusive policies not only exposes organizations to legal challenges
but also to claims brought by individuals or groups affected by
discriminatory practices.

Claims examples



3. Employment practices
(harassment)

Employees of a non-profit organization
reported that the executive director was
verbally abusive and fostering a toxic work
environment. Although the issue was
discussed at a board meeting, the directors
initially sided with the executive director and
dismissed the complaints.

Several months later, four employees filed

workplace harassment complaints with the

provincial labour and employment department. In response, the
board initiated an internal investigation, which confirmed the validity
of the complaints and found the executive director’s behaviour
problematic. The board subsequently terminated the executive
director for cause.

The executive director challenged their termination and alleged that
the internal investigation was flawed. As a result, the organization
had to defend itself against multiple allegations including

several employee complaints for failing to prevent workplace
harassment, and a wrongful termination lawsuit filed by the former
executive director.

This example underscores the complex legal challenges
organizations face in managing workplace misconduct
allegations and terminations, highlighting the importance of
thorough investigation.
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4. Breach of duty and abuse of power

The board of a professional association
revoked an individual’s membership
following allegations of unethical conduct.
The individual filed a lawsuit against the
association, claiming discrimination and
asserting that the board failed to adhere
to the organization’s bylaws during the
revocation process. The plaintiff further
alleged that the suspension resulted

in lost income and damage to their
professional reputation.

This example highlights the potential legal and reputational risks
professional associations face when disciplining members.

5. Breach of bylaws

The board of a small sports club
unanimously voted to expel a member
following multiple incidents of disruptive
behaviour, many of which occurred after

the member had consumed alcohol. On at
least one occasion, the member was verbally
and physically abusive toward another club
member. After being informed of their
expulsion, the member initiated legal action
against the club and its directors, alleging that the board had violated
the club’s bylaws in the process.

This example illustrates the risks directors face when managing
member discipline and the necessity of adhering strictly to
organizational rules and procedures to defend against potential
legal claims.

Claims examples



6. Breach of trust

A non-profit organization hosted a
fundraising event and received a temporary
operating loan from another organization,
intended to be repaid from the event's

1 K proceeds. However, due to an employee’s
| error, the funds were mistakenly deposited
, / Ig into the non-profit organization’s general

& / account and used to cover general expenses.
The organization later filed for bankruptcy
and was unable to repay the loan. As a result, a lawsuit was filed

against the organization’s directors, alleging breach of trust and
negligence in failing to properly supervise the employee.

This example highlights the significant personal liability risks
directors face when organizational funds are mismanaged,
emphasizing the importance of diligent oversight.

7. Licensing disputes

A member of a professional association
filed a lawsuit against the association and
several of its directors and officers following
a dispute over licensing requirements.

The member claimed damages for alleged
breach of fiduciary duty, defamation and
interference with economic interests —

allegations that can give rise to claims under
both Directors and Officers (D&O0) and Errors
and Omissions (E&O) wrongful acts.

This example illustrates the challenges directors and officers may
encounter in regulatory and governance disputes.
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8. Bankruptcy

A non-profit organization filed for bankruptcy
after facing severe financial difficulties.
Creditors and stakeholders brought claims
against the organization’s directors and
officers, alleging mismanagement and
breach of fiduciary duties that contributed

to the financial collapse. These claims
expose the organization’s leadership to
potential personal liability and significant
legal defence costs.

Claims examples



Key claims metrics

AVERAGE CLAIM COST AVERAGE CLAIM
(DEFENCE COSTS + INDEMNITY) | LENGTH (YEARS)
Non-Profit Organizations $49,000 1.47

Professional Indemnity

Complete (PIC) $52,000 189

Average defence cost per claim

D&O Liability for Non-Profit Organizations, Canadian Dollars ($)

$60,000
$40,000
$20,000
$0
Claims with Claims with Blended for
defence costs only indemnity paid all claims

Source: Victor, Risk analysis charts, 2026
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Claims by claimant

D&O Liability for Non-Profit Organizations

@® Employees: 36%
® Other: 27%
® Members (non-profit): 26%
@® Suppliers/contractors: 3%
® Corporation: 3%
Customers and clients: 2%
Government: 2%
Insured vs. Insured: 1%

Security holders, creditors,
competitors: 1%

Claims by allegation

D&O Liability for Non-Profit Organizations

Source: Victor, Risk analysis charts, 2026

Claims examples

@® Wrongful dismissal: 38%
@ Discrimination/harassment: 20%

@® Contract dispute/breach of
contract/inducing breach: 10%

® Defamation: 9%

® Negligence: 8%
Mismanagement: 6%
Breach of fiduciary duty: 3%

Conflict of interest
(personal profit): 3%

Debt collection: 2%
Oppression: 2%






By learning from the claims examples — and understanding key
claims metrics — non-profit organizations can take proactive steps
to prevent similar issues and be better prepared if something

does go wrong.

Victor’s Directors & Officers Liability: Non-Profit Organizations and
Combined D&O0 and E&Q insurance for Non-Profit Organizations
provide comprehensive coverage that includes protection against
employment practices, fiduciary liability and other key risks.

To learn how these coverages can benefit your organization,
contact your broker and visit: www.victorinsurance.ca/do.

victorinsurance.ca/do

These claims examples are for illustrative purposes only. Please remember that only the insurance policy can
provide actual terms, coverage, amounts, conditions and exclusions.
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