
CONFLICT OF INTEREST POLICY 
 
Purpose: 
 
The board of directors of the SMVE Homeowner’ Association (the Association) wishes to adopt 
a uniform and systematic policy that establishes a clear procedure for doing business when a 
conflict of interest is determined to exist. This policy is intended to supplement, but not replace, 
any applicable state and federal laws governing conflicts of interest applicable to nonprofit 
organizations. The Association hereby adopts the following policies and procedures for 
handling director, officer, and committee member conflicts of interest.  
 
Definitions: 
 

A. Conflict of Interest: A conflict of interest occurs when an interested persons’ obligation 
to further the needs of the Association is at odds with their own financial interest. 

B. Interested Person: Any director, office, or member of a committee with governing board 
delegated powers, which has a direct or indirect financial interest, is an interested 
person. 

C. Financial Interest: A person has a financial interest if the person has, directly or 
indirectly, through business, investment or family; 1) an ownership or investment 
interest in any entity with which the Association has a transaction or arrangement, 2) a 
compensation arrangement with any entity or individual with which the Association has 
a transaction or arrangement, or 3) a potential ownership or investment interest in, or 
compensation arrangement with any entity or individual with which the Association is 
negotiating a transaction or arrangement.  

D. Compensation: Compensation includes direct and indirect remuneration as well as gifts 
or favors that are not insubstantial. 

 
Disclosure: 
 
In connection with any actual or possible conflict of interest, an interested person must 
disclose the existence of the financial interest and be given the opportunity to disclose all 
material facts to the Board or Executive Committee. This disclosure must take place prior to 
any discussion or vote on the transaction or arrangement involving the possible conflict of 
interest. In the case of a Director, the disclosure must take place in an open meeting of the 
Board. Such disclosure shall be reflected in the minutes of the meeting or other written form. 
Any interested person may recuse himself or herself at any time from involvement in any 
decision or discussion in which the interested person believes he or she has or may have a 
conflict of interest, without going through the process for determining whether a conflict of 
interest exists.  

 
Determining Whether a Conflict of Interest Exists: 
 
After disclosure of the financial interest and all material facts, and after any discussion with the 
interested person, he/she shall leave the Board or Executive Committee meeting while the 
determination of a conflict of interest is discussed and voted upon. The remaining Board or 
Executive Committee members shall decide if a conflict of interest exists.  



 
Procedures when a conflict has been determined: 
 

A. The interested person shall not take part in the discussion and shall leave the room 
during the discussion and the vote on the matter. Notwithstanding the foregoing, a 
majority of the disinterested Board and/or Executive Committee members may ask the 
interested person to remain during any portion of the discussion and/or vote, provided 
the interested person does not vote. If asked to remain, the interested person may take 
part in the discussion. 

 
B. The interested person shall count for the purpose of establishing a quorum for the 

matter in which there is a conflict of interest. 
 

C. The contract, decision or other action must be approved by a majority of the 
disinterested Board or Executive Committee members. No contract, decision or other 
action in which an interested person has a conflicting interest shall be approved unless 
it is commercially reasonable and/or in the best interests of the Association. 
 

Documentation:  
 
The minutes of the Board and all committees with board delegated powers shall contain:  

 
A. The names of the persons who disclosed or otherwise were found to have a financial 

interest in connection with an actual or possible conflict of interest, the nature of the 
financial interest, any action taken to determine whether a conflict of interest was 
present, and the Board's or Executive Committee's decision as to whether a conflict of 
interest in fact existed.  

 
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 
with the proceedings.  

 
 Other potential conflicts: 
 

Doing business with individual Association homeowners is an area that has potential for 
conflict of interest. The SMVE Purchasing and Contract procedures policy states a 
general policy of not doing business with individual Association homeowners. While this 
policy does not prohibit the HOA doing business with Association homeowners, it 
outlines a specific process that makes such transactions permissible in limited 
situations, but only after following normal bidding procedures and with board approval. 

 
Loans: 
 
The Association shall make no loans to its directors, officers, or committee members. Any 
director, officer, or committee member who assents to or participates in the making of any 
such loan shall be liable to the Association for the amount of such loan until the repayment of 
the loan. 
 



Affirmation: 
 
The directors of the SMVE HOA board adopted this policy 22nd day of February, 2017.  
 
 


