
[NAME], INC.
CONFLICT-OF-INTEREST POLICY

Article I
Introduction

1.	Purpose.  The purpose of this Conflict-of-Interest Policy (the “Policy”) is to protect the integrity of [Name], Inc. (the “Church”) and any entity owned or controlled by it, its testimony and its tax-exempt status, while it is contemplating entering into a transaction or an arrangement that might benefit the private interest of a Covered Person hereunder or might result in a possible excess benefit transaction.  Officers, pastors, deacons, trustees, directors, and committee members (“Governing Personnel”) of the Church have fiduciary duties of care and loyalty to the Church, which this Policy does not replace or weaken.  Rather, the Policy is intended to supplement any other duties inherent in such positions.  

2.	Supplemental Nature of the Policy.  At all times, Interested Persons should act in a manner consistent with their fiduciary obligations, and they shall exercise particular care that neither any detriment, nor any appearance of detriment, to the interests of the Church may result from an actual or potential conflict between those interests and any personal interests which the individual may have.  In addition to supplementing the duties described above, the Policy is intended to supplement (and not replace) any applicable state or federal laws governing conflict of interest applicable to nonprofit and charitable organizations.

3.	General Application. Unless a more specific provision of this Policy would otherwise govern a proposed transaction, any transaction involving an actual or potential divergence of interests between the Church and a Covered Person (as defined below) shall be called to the attention of the Church’s board and addressed in a manner comparable to those set forth in this Policy.


Article II
Definitions and Clarifications

1. 	Covered Person and Interested Person.  Any director, officer, pastor, deacon, trustee, member of a committee with governing board delegated powers, any employee who can influence the actions of the Church, and any “disqualified person” within the meaning of Treas. Reg. § 53.4958-3[footnoteRef:2] is a Covered Person, as well as their Owned Entities and Family Members.  If an individual or entity is a Covered Person with respect to the Church or any parent or subsidiary, he or she is a Covered Person with respect to all such entities.  Any Covered Person who has a direct or indirect Financial Interest in an actual or potential transaction or arrangement, as defined below, is an Interested Person. [2:  In addition to the above listed persons, this regulation provides that any other person who is, or during the preceding 5 years was, in a position to exercise substantial influence over the affairs of the Church is a “Covered Person.” 
] 


2. 	Financial Interest.  A Covered Person has a Financial Interest if the person has, directly or indirectly, through business, investment, or family:

(a) An ownership or investment interest in any entity with which the Church is negotiating or currently has a transaction or arrangement,

(b) A compensation arrangement with the Church or with any entity or individual with which the Church is negotiating or currently has a transaction or arrangement, or

(c) A potential ownership or investment interest in, or a potential compensation arrangement with, any entity or individual with which the Church is negotiating a transaction or arrangement.

Compensation includes direct and indirect remuneration as well as gifts or favors that are substantial in nature, as determined at the sole discretion of the disinterested members of the board.

3.	Family Member.  For purposes of this Policy, a Family Member includes the individual’s spouse, and in regard to the individual and their spouse, their brothers and sisters (whether by whole or half-blood), their ancestors, their children, their grandchildren, their great grandchildren, and the spouses of any such person.

4.	Other Covered Persons.  Any business which is at least 35% owned by one or more Covered Persons, and any estate or trust in which Covered Persons have at least a 35% beneficial interest, are also Covered Persons. Other factors, e.g., being the founder of the Church, a substantial contributor to the Church, or a key executive who is not an officer, pastor, deacon, trustee, or director, will also be taken into account in determining whether an individual or entity is a Covered Person.
	
5. 	Financial Interest does not mean an Impermissible Conflict of Interest. The existence of a Financial Interest does not necessarily mean that a conflict of interest exists, or that the conflict, if it exists, is material enough to be of practical importance, or if material, that upon full disclosure of all relevant facts and circumstances that it is necessarily adverse to the interests of the Church.  


Article III
Procedures

1.	Duty to Disclose.  In connection with any Financial Interest, or any actual or possible conflict of interest, an Interested Person must disclose the existence of the Financial Interest and, to the best of their ability, all potentially material facts to the Secretary of the Church and the relevant members of the decision-making body (whether directors or members of committees) considering the proposed transaction or arrangement before any transaction is consummated.  If a potential transaction may involve a Financial Interest for a majority of a committee, then the board of directors shall be informed. 

It shall be the continuing responsibility of Covered Persons to scrutinize their transactions with outside business interests and relationships for potential conflicts and to immediately make such disclosures.

2. 	Determinations by the Board or Committee

(a) After disclosure of the Financial Interest and all material facts, and after any discussion with the Interested Person, he/she shall leave the governing board or committee meeting while the determination of a conflict of interest is discussed and voted upon. The remaining board or committee members shall decide whether a conflict of interest exists, whether the conflict is material, whether it is adverse to the interests of the Church and what the appropriate course of action should be.  

(b) To the extent that a majority of the board of directors has a Financial Interest in the proposed transaction, then the disinterested directors shall appoint a committee who shall be responsible for evaluating the transaction in accordance with this Policy, and shall be delegated the responsibility for approving or disapproving of the proposed transaction(s) with the Interested Person(s), as well as any recommendation to engage in an alternative transaction, which (as provided for in the Church’s bylaws) may be approved by the disinterested minority of the board of directors. 

(c) To the extent that no disinterested members of the board exist with respect to a transaction, then subject to the Church’s bylaws, then a disinterested committee appointed by the board shall be responsible for making all determinations with respect to such transaction, in accordance with this Policy and as if they were acting as the directors of the Church.

3. 	Addressing the Conflict of Interest.
	
(a) An Interested Person may make a presentation at the board or committee meeting, but after the presentation, he or she shall leave the meeting during the discussion of and the vote on the transaction or arrangement that results in the conflict of interest.

(b) The chair (or acting chair) of the board or committee shall, if appropriate, appoint a disinterested person or committee to investigate alternatives to the proposed transaction or arrangement

(c) After exercising due diligence, the board or committee shall determine whether the Church can obtain a more advantageous transaction or arrangement with reasonable efforts from a person or entity that would not give rise to a conflict of interest.

(d) If a more advantageous transaction or arrangement is not reasonably attainable under circumstances that would not give rise to a conflict of interest, the board or committee shall determine by a majority vote of the disinterested directors or committee members whether the transaction or arrangement is in the Church’s best interest and for its own benefit, and whether the transaction is fair and reasonable to the Church. The board or committee shall make its decision as to whether to enter into the transaction or arrangement in conformity with such determination.

(e) Each agreement with an Interested Person shall contain an appropriate provision permitting the agreement to be modified or terminated in the event that the Internal Revenue Service determines that any transaction that is the subject of the agreement is an excess benefit transaction within the meaning of § 4958 of the Internal Revenue Code.

(f) For purposes of this policy, a disinterested person is one who is not an Interested Person with respect to the transaction, who is not in an employment or other financial relationship with any Covered Person with respect to the transaction, and who does not have any other material financial interest that may be affected by the transaction.

4. 	Suspected Violations of the Conflicts-of-Interest Policy.

(a) If the relevant board or committee has reasonable cause to believe a Covered Person has failed to disclose actual or possible conflicts of interest, it shall inform the Covered Person of the basis for such belief and afford him or her an opportunity to explain the alleged failure to disclose.

(b) When, after hearing the Covered Person’s response and after making further investigation as warranted by the circumstances, the governing board or committee determines that the Covered Person has failed to disclose an actual or possible conflict of interest, it shall take appropriate disciplinary and corrective action.

5.	Records of Proceedings. The minutes of the board and all committees with board authority shall contain:

(a) the names of the persons who disclosed or otherwise were found to have a financial interest in connection with a transaction or arrangement, and the nature of the financial interest; and

(b) the names of the persons who were present for discussions and votes relating to the transaction or arrangement, the content of the discussion, including any alternatives to the proposed transaction or arrangement, and a record of any votes taken in connection therewith.


Article IV
Compensation and Prohibited Gifts

1.	Prohibition on Voting on Member’s Own Compensation.  A voting member of the board, or of any committee whose jurisdiction includes compensation matters, who receives compensation, directly or indirectly, from the Church is precluded from voting on matters pertaining to that member’s compensation.

2.	No Prohibition on Providing Information.  Notwithstanding the foregoing, no voting member of the governing board or any committee who receives such compensation from the Church shall be prohibited from providing information to the board or any committee regarding compensation.

3.	Prohibited gifts, gratuities and entertainment.  Except as approved by the chair of the Board or his designee or for gifts of a value less than $50 which could not be refused without discourtesy, no Covered Person or Family Member shall accept gifts, entertainment or other favors from any person or entity which:
(a) Does or seeks to do business with the Church, or 
(b) Does or seeks to compete with the Church, or 
(c) Has received, is receiving, or is seeking to receive a Contract or Transaction with the Church.


Article V 
Compliance Measures

1.	Annual Affirmation and Disclosure Required.  Each Covered Person (other than Family Members and Owned Entities) shall annually sign a statement which affirms such person:

(a) Has received a copy of the Policy;

(b) Has read and understands the Policy;

(c) Will comply with the Policy;

(d) Understands the Church is charitable and in order to maintain its federal tax exemption it must engage primarily in activities which further one or more of its tax-exempt purposes; and

(e) Has adequately described any known Financial Interest (other than direct compensation from the Church) that he or she believes is likely to affect a Church transaction or arrangement.

2. 	Additional Disclosures Still Required.  Any Disclosure made pursuant to the prior section does not eliminate or lessen the need for Financial Interests to be fully disclosed as described in Article III, Section 1, above. 

3.	Periodic Reviews. To ensure that the Church operates in a manner consistent with its charitable purposes and that it does not engage in activities that could jeopardize its status as an organization exempt from federal income tax, periodic reviews shall be conducted. The periodic reviews shall, at a minimum, include the following subjects:

(a) whether compensation arrangements and benefits are reasonable and are consistent with the results of arm’s-length bargaining;

(b) whether acquisitions of goods or services result in inurement or impermissible private benefit;

(c) whether partnership and joint venture arrangements conform to written policies, are properly recorded, reflect reasonable payments for goods and services, further the Church’s charitable purposes and do not result in inurement or impermissible private benefit; and

(d) whether agreements to provide goods or services further the Church’s charitable purposes and do not result in inurement or impermissible private benefit.

4.	Use of Outside Experts. In conducting the periodic reviews provided for in Section 3, above, the Church may, but need not, use outside advisors. If outside experts are used, their use shall not relieve the board of its responsibility for ensuring that periodic reviews are conducted.
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[NAME], INC.
ANNUAL DISCLOSURE STATEMENT

1. 	General Compliance

Are you familiar with, have you read, and do you agree to abide by the terms of the Conflict-of-Interest Policy governing [Name], Inc.’s (the “Church”) operations?

_____ Yes
_____ No

2. Business Interests

To the best of your knowledge, during the past or upcoming year, have you, or any Family Member*, or any entity in which you or a Family Member had an interest engaged in any financial transaction, either consummated or anticipated, with the Church or with any entity substantially controlled by the Church. To assist with your disclosure, attached is a list of certain companies that had transactions with the Church in the prior year and a list of investments in non-public companies held at the end of the fiscal year. 	

_____ Yes (please describe below)
_____ No


Name of Organization and Description of Interest:


	

	

	




3. Gifts

The solicitation or acceptance of any gift, favor or service that might reasonably influence an individual in the discharge of his or her duties could give rise to a conflict or appearance of a conflict. Gifts of cash, of any value, should be avoided. During the past year, have you or any Family Member* received one or more gifts due to your relationship as an employee, officer, pastor, deacon, trustee, director or committee member of the Church that had a cumulative value greater than $50 in any consecutive twelve-month period?

_____ Yes (please describe below)
_____ No

	

	

	



4. Other

Based on the Conflict-of-Interest Policy of the Church, are there other activities that you or a Family Member* are engaged in that might be regarded as a conflict of interest?

	 _____Yes (please describe below)
	 _____ No



	

	

	

	

	


Except as noted, neither I nor, to the best of my knowledge, any Family Member* of mine has any interest or is engaged in any activity that might be interpreted as a violation of the Conflict-of-Interest Policy.


	

	
	

	Signature
	
	Date




	Printed Name
	
	Office/Position

	
	
	



*Family: For purposes of this Statement, a Family Member includes the individual’s spouse, and, in regard to the individual and their spouse, their brothers and sisters (whether by whole or half-blood), their ancestors, their children, their grandchildren, their great grandchildren, and the spouses of any such person.
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