
By the end of this  
lesson you will be  
able to:

•  Understand conflict of interest 
restrictions on board members and 
how it affects our recruitment plan.

•  Given the IRS sample conflict of 
interest policy, outline a policy for 
our organization.

What are individual board members required to do?  
Board members are responsible for the finances of the organization. On a daily basis,  
they have three general duties to the organization: duty of loyalty, duty of care, and duty  
of obedience.1 Specific definitions of these duties vary depending on state law, but  
generally speaking: 

• “duty of loyalty” means good faith work in the interests of the corporation;

•  “ duty of care” means making informed decisions as a reasonable person would; 

• “duty of obedience” means sticking to the organization’s rules.2

If a board member’s financial interests are at stake when he’s helping to make a decision  
for the organization, he has a conflict of interest, meaning his interests may get in the way  
of him meeting these duties.

Conflicts of interest are not really a common sense issue, and the term “conflict of interest” 
doesn’t necessarily mean what it sounds like in all cases. It’s important to talk to your lawyer 
about how it applies to your specific board and activities.

How does this apply to our permit bank? 
Ideally, you would be able to set up a board with no conflicts of interest, where no  
members are affected financially by the process of leasing quota to local fishermen.  
But in reality, it might be hard to find people who aren’t impacted by the fishing industry 
in close-knit fishing communities. 

What can we do about it? 
If your board must have members with conflicts of interest, it’s essential to protect your 
permit bank from those conflicts. Even if there’s not actually a conflict, the idea that there 
could be is very bad for publicity. Not to mention, even if your board doesn’t have conflicts  
of interest when it comes to leasing quota, conflicts will come up in other situations, such  
as setting salaries for directors or officers. 

So, the IRS always recommends that nonprofits have conflict of interest policies to protect 
themselves.3 Transparency is the name of the game here, and you want to make sure you 
address the problem upfront. Your lawyer should help you write up your policy and think 
through all the situations where it applies, but here are some things your policy should do:4

• Follow the laws of your state.

• Require full disclosure of all potential conflicts and financial interests.

• Apply to influential people in your organization, like staff and board members.

• Be reviewed every year by board members.

•  Require members with direct or indirect financial or other interests to recuse or remove 
themselves from discussion and votes on that subject.
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This material is provided as a general informational  
service to friends of Catch Together. It does not  
constitute, and should not be construed as, legal 
advice on any specific matter, nor does it create  
an attorney-client relationship. You should not  
act or refrain from acting on the basis of this  
information. This material may be considered  
Attorney Advertising in some states. Any prior 
results discussed in the materials do not guarantee 
similar outcomes.Links provided from outside  
sources are subject to expiration or change.  
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