SAN ANTONIO YOUTH LITERACY

Conflict of Interest Policy

Article I

- Purpose

The purpose of this conflict of interest policy is to protect the interests of San Antonio
Youth Literacy (SAYL) when SAYL is contemplating entering a transaction or arrangement that
might benefit the private interest of an Officer or Director of SAYL or might result in an “excess
benefit transaction.” This policy is intended to supplement but not replace any applicable state
and federal laws (including Texas Business Organizations Code § 22.230) govermng conflict of
mtelest which laws are applicable to nonprofit and charitable orgamzahons

An “excess benefit transaction” is a transaction in which an economic benefit is provided
by a tax-exempt organization directly or indirectly, to or for the use of a disqualified person, and
the value of the economic benefit provided by the organization exceeds the value of the
consideration recewed by the orgamzatmn
Axticle IT

Pefinitions

1. Interested Person

Any Director, Officer, or member of a committee with powers delegated by the SAYL
.Board of Directors who has a direct or indirect “fmanmal interest,” as defined. below is an
interested person.

2. Financial Interest

A person has a financial interest if the person has, directly or indirectly, through business,
management position, investment, or family:

a. An ownership or investment interést in any entity with which SAYL has a transaction. or
arrangement '

b. A compensatton arrangement W1th SAYL or with any entity or md:mdual with which
SAYL has a transaction or arrangement, or

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

- Compensation includes direct and indirect remuneration as well as gifts or favors that are
substantial.

A financial interest is not necessarily a conflict of interest. A person who has a financial
interest has a conflict of interest only if the appropriate Boald of Directors or committee decides
that a conflict of interest exisis.
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Article IIT

Procedures

1. Duty to Disclose .

In connection W:Lth any actual or possible conflict of interest, an interested person must
disclose the existence of the financial interest and all material facts to the disinterested Directors
and members of committees with Board-delegated powers who are considering the proposed
transaction or arrangement. An interested Director must make the disclosure to the Chair (or to
the Vice Chair, if the interested person is the Chair).

" 2. Determining Whether a Conflict of Interest Exists

After dlsclosure of the financial interest and all material facts, and after any discussion
between the Board or committee and the interested person, the interested person shall leave the
Board or committee meeting while the determination of a conflict of interest is discussed and

. voted upon. The remaining Board or committee members shall then determine whether a conflict

of intefest exists.

A conflict of interest exists where a person in a position of authority may benefit
financially from a decision he or she makes in that capacity, or where a Director (or other
person) has a duty to more than one person (who may be himself) or organization, but cannot do
_justice to the actual or potentially adverse interests of both parties.

3. Procedures for Addressing the Conflict of Interest

If the Board of Dlrectors or committee has determined that a conﬂmt or1 potentlal conﬂlct
of interest exists, the following procedures shall apply:

a. The interested person may make 4 presentation at the Board or committee meeting, but
after the presentation, the interested person 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 chairperson of the Board or committee shall, if appropriate, appoint a disinterested
person or commiifee to investigate alternatives to the proposed transaction .or

arrangement.

e, After exercising due diligence, the Board of Directors or committee shall determine
whether SAYL can, with reasonable efforts, obtain a more advantageous transaction or
arrangement from a person or entity that would not give rise to a conflict of interest.
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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 of Directors or
committee shall determine by a majority vote of the disinterested Directors whether the
transaction or arrangement is in SAYL’s best interest and for its own benefit, and
whether the transaction is fair and reasonable to SAYL. The Board shall make its
decision, in conformity with the above defermination, as to whether to enter into the
tfransaction or arrangement.

- 4, Violations of Athe Conflicts of Interest Policy

a. Ifthe Board of Directors or committee has reasonable cause to believe that a member has
failed to disclose actual or possible conflicts of interest, it shall inform the member of the
basis for such belief and afford the rnember an opportumty to explaln the alleged failure
to disclose.

b. If, after hearing the response of the member and after making such further investigation as
may be warranted by the circumstances, the Board or committee determines that the
member has in fact failed to disclose an actual or possible conflict of interest, it shall take
appropriate disciplinary and corrective action, which may 1nclude any remedy provided
under SAYL’s Bylaws.

Article IV

Recerds of Proceedmgs

The minutes of the Board of Directors and all committees w1th 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 commitiee’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 i:elat:ing' 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. :

Article V

Compensation

A voting member of the Board of Directors or of any committee who receives
compensation, directly or indirectly, from SAYL for services is precluded from votmg on
matters pertaining to that member’s compensation.

Article VI

Annual Statements
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Eaeh D1recto1 pnnczpal Officer and member of a comrmttee .with Board-delegated
powers- shall annua]ly sign a statement Wh.lch afﬁﬂns that such person:

a. Has rece1ved a copy of the Conflict of Inte1est Pollcy,
b I-Ias read and unde1 sta.nds the pohcy,. :
e Has agy eed to. comply Wlth the pohcya and

c_l Understands that SAYL is a chantable orgamzauon and- that in order to mamtam iis
- federal tax: exemption it must engage pn.manly n activities WhICh accomphsh one or
more of 1ts tax—exempt purposes B :

Article VI

Perlo dlc Revmws

Tc ensure that SAYL operates ina manner conmstent with its charitable purposes and
thet it ‘does not engage in- activities that dould jeoparchze its status as an orpanization that is-
exempt from fedegal income tax, penochc reviews of certain of SAYL’s arrangements shall be
condugted. The penochc IGVIEWS shall, at a mm:mum include the fellomng subgects

a. Whether compensahon alrangements and beneﬁts are reasqnable and are the 1esult of
arm 'S leng‘th bargammg :

b Whether matenal parl:ne1sh1ps joint ventures sponsorship atrangements, and material
contracts or a:(rangements conform to SAYL’s written policies, are pmperly recorded,
reﬂect Ieasonable mvestment ar. payments for goods and .services, further. SAYL's
-Charitable purposes ‘and do not result 1in pnvate murement or mpermlsmble private
benefit. ‘ .

Artlcle VIII

- Use of Outs1de Egert |

When conduchng the penodlc rewews descnbed m ‘Article VIL, SAYL may, but need not,
use outside ‘advisors. If outside experts are used, their use shall not 1eheve the Board of Dlrectors
of its respons1b1hty for ensuting: that penodm reviéws are conducted..




