A conflict of interest in a nonprofit organization occurs when an individual—such as a board member, officer, or key employee—has personal, professional, or financial interests that could improperly influence their decision-making or undermine their duty of loyalty to the organization.
Definition:
A conflict of interest arises when a person in a position of authority in a nonprofit organization may benefit personally—directly or indirectly—from a decision they are involved in making.

Common Examples:
1. Financial Interest
A board member votes to approve a contract between the nonprofit and a business they own or are employed by.
2. Family Ties
An executive director hires a relative for a paid position without a competitive selection process.
3. Dual Roles
A board member serves on the board of another organization competing for the same grant funding.
4. Gifts or Favors
Accepting gifts, favors, or services from vendors who are bidding on nonprofit contracts.

Why It Matters:
· Legal Compliance: IRS Form 990 requires disclosure of conflicts and a written conflict of interest policy.
· Ethical Governance: Conflicts undermine public trust and fiduciary responsibility.
· Mission Integrity: Decisions should always prioritize the nonprofit’s charitable mission—not personal gain.

Best Practices:
· Adopt a Conflict of Interest Policy: Define what constitutes a conflict, require disclosure, and outline how conflicts are managed.
· Annual Disclosure Statements: Have board members and key staff sign them yearly.
· Recusal Procedures: Individuals with a conflict should not participate in discussions or votes related to the matter.

If you'd like, I can provide a sample Conflict of Interest Policy tailored for a 501(c)(3) organization.
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