TITLE Conflict of Interest Policy Number: 2201

Conflict of Interest Policy

Purpose:

The purpose of this Conflict of Interest Policy is to protect Shining Rock Classical Academy’s
integrity and the public trust by ensuring that decisions made by board members, officers, and key
employees are made solely in the best interest of SRCA and its educational mission. This policy is
designed to ensure-compliance with North Carolina charter school law (N.C. Gen. Stat. § 115C-218 et
seq.), the North Carolina Nonprofit Corporation Act (N.C. Gen. Stat. Chapter 55A), and federal
tax-exempt organization requirements under Internal Revenue Code § 501(c)(3). This policy
supplements, but does not replace, applicable state and federal laws governing conflicts of interest.

North Carolina Charter School Prohibitions:

Pursuant to N.C. Gen. Stat. § 115C-218.1 and the terms of SRCA’s charter agreement, the following
are absolute prohibitions that cannot be waived or approved by the board:

3

No member of THE SCHOOL's board of directors may enter into a contract with THE
SCHOOL and receive compensation — directly or indirectly — for services rendered, goods
supplied, or any other purpose, regardless of whether the board member recuses
themselves from the vote.

No member of SRCA’s board of directors may hold a direct or indirect monetary interest in
any company, organization, or entity that has a contract with SRCA, including any vendor,
service provider, management company, or contractor.

These prohibitions apply to the board member individually and to any business, entity, or
organization in which the board member has an ownership interest, equity stake,
profit-sharing arrangement, or other financial interest.

A board member who has or acquires such a prohibited interest or contractual relationship
must immediately disclose the conflict and resign from the board or divest the interest such
that the prohibition no longer applies, as required to bring the board member into
compliance.

Definitions:

Interested Person: Any board director, Executive Director or member of a committee with
governing board-delegated powers who has a direct or indirect financial interest, as defined
below, is an interested person. For purposes of this policy, “board member” and “director”
are used interchangeably and include all voting and non-voting members of the board of
directors.

Financial Interest: A person has a financial interest if the person has, directly or indirectly,
through business, investment, employment, or family:
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o An ownership or investment interest in any entity with which SRCA has a transaction,
contract, or arrangement;

o A compensation arrangement with SRCA with any entity or individual with which SRCA
has a transaction, contract, or arrangement;

o A potential ownership or investment interest in, or compensation arrangement with,
any entity or individual with which SRCA is negotiating a transaction or arrangement;
or

o Any other direct or indirect monetary benefit derived from a transaction or
arrangement involving SRCA

Compensation includes direct and indirect remuneration, as well as gifts or favors that are not
insubstantial. A financial interest is not necessarily a conflict of interest. Under this policy, a person
who has a financial interest may have a conflict of interest only if the appropriate governing board
or committee determines that a conflict of interest exists — except where the prohibitions outlined
in the North Carolina Charter School Prohibitions section apply, in which case the conflict is
absolute and non-waivable.

Disqualified Person: For federal tax purposes, a disqualified person is any person who was,
at any time during the five-year period ending on the date of an excess benefit transaction, in
a position to exercise substantial influence over the affairs of SRCA, including board
members, officers, and certain key employees.

Procedures:

Duty to Disclose: In connection with any actual or possible conflict of interest, an
interested person must promptly disclose the existence of the financial interest and provide
all material facts to the board of directors or the applicable committee. Disclosure must be
made at the earliest opportunity, and no later than the first meeting at which the matter is to
be considered. If a board member discovers a potential conflict after the fact, immediate
disclosure is required. All disclosures shall be made in writing using SRCA’s annual
disclosure form (2201-F) or such other written form as the board may require.

Mandatory Recusal — Absolute Prohibition: Where the conflict falls within the absolute
prohibitions described in the North Carolina Charter School Prohibitions section, the board
member must not participate in any deliberations or vote on the matter, and the transaction
or arrangement shall not proceed regardless of whether a majority of disinterested
directors would otherwise approve it. The board must take steps to terminate or unwind
any existing arrangement that violates these prohibitions.

Determining Whether a Conflict of Interest Exists (Other Situations): For conflicts not
subject to absolute prohibition, after disclosure and discussion with the interested person,
the interested person shall leave the meeting while the remaining board or committee
members determine whether a conflict of interest exists.

Procedures for Addressing a Conflict of Interest (Other Situations):

o The interested person may make a presentation before the board or committee, but
must leave the meeting during deliberations and any vote on the transaction or
arrangement.
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The chairperson of the board or committee shall, if appropriate, appoint a disinterested
person or subcommittee to investigate alternatives to the proposed transaction or
arrangement.

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

If a more advantageous transaction or arrangement is not reasonably attainable under
circumstances that do not produce a conflict of interest, the board or committee shall
determine by a majority vote of the disinterested directors whether the transaction or
arrangement is in SRCA’s best interest, for its own benefit, and whether it is fair and
reasonable. In conformity with the above determination, it shall make its decision as to
whether to enter into the transaction or arrangement.

The interested board member shall not be counted for purposes of quorum when the
conflict is being considered or voted upon.

Violations of the Conflict of Interest Policy:

o

If the board or committee has reasonable cause to believe a member has failed to
disclose an actual or possible conflict of interest, or has entered into or maintained a
transaction or arrangement that violates the North Carolina charter school prohibitions,
it shall inform the member of the basis for such belief and afford the member an
opportunity to explain the alleged failure to disclose.

If, after hearing the member’s response and after making further investigation as
warranted by the circumstances, the board or committee determines the member has
failed to disclose an actual or possible conflict of interest, or has violated the absolute
prohibitions applicable to charter school board members, it shall take appropriate
disciplinary and corrective action, which may include removal from the board, referral
to the North Carolina State Board of Education, or other action as required by law or
SRCA’s bylaws.

Any transaction or arrangement entered into in violation of this policy, or of N.C. Gen.
Stat. § 115C-218.1, is voidable at the option of SRCA.

Records of Proceedings:

The minutes of the board of directors and all committees with board-delegated powers shall
contain:

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 committee’s decision as to whether a conflict of interest in fact existed;

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; and

Whether any absolute prohibition applicable to charter school board members was
triggered and, if so, the corrective action taken by the board.
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Compensation:

A voting member of the governing board who receives compensation, directly or indirectly,
from SRCA for services is precluded from voting on matters pertaining to that member’s
compensation. Note: pursuant to the North Carolina charter school prohibitions set forth
above, board members may not receive compensation from SRCA under any circumstances.

A voting member of any committee whose jurisdiction includes compensation matters and
who receives compensation, directly or indirectly, from SRCA for services is precluded from
voting on matters pertaining to that member’s compensation.

No voting member of the governing board or any committee whose jurisdiction includes
compensation matters and who receives compensation, directly or indirectly, from SRCA,
whether individually or collectively, is prohibited from providing factual information to any
committee regarding compensation.

Annual Disclosure Statements:

Each director, principal officer, and member of a committee with governing board delegated powers
shall annually sign a written statement affirming that such person:

Has received a copy of this Conflict of Interest Policy;
Has read and understands the policy;
Has agreed to comply with the policy;

Understands that SRCA is a nonprofit charitable organization and that, in order to maintain
its federal tax-exempt status, it must engage primarily in activities that accomplish one or
more of its tax-exempt purposes; and

Discloses any known financial interests, contractual relationships, or other circumstances
that may constitute a conflict of interest, including any ownership or financial interest in
entities that do business with SRCA.

The board shall retain all signed annual disclosure statements and shall review disclosed interests
at least annually. The board chair or designee shall follow up on any disclosure that may implicate
the absolute prohibitions applicable to charter school board members.

Periodic Reviews:

To ensure SRCA operates in a manner consistent with its charitable and educational purposes and
does not engage in activities that could jeopardize its tax-exempt status or charter, periodic reviews
shall be conducted at least annually. The periodic reviews shall, at a minimum, include the
following:

Whether compensation arrangements and benefits are reasonable, based on competent
survey information, and the result of arm’s length bargaining;

Whether partnerships, joint ventures, and arrangements with management organizations
conform to SRCA’s written policies, are properly recorded, reflect reasonable investment or
payments for goods and services, further charitable and educational purposes, and do not
result in inurement, impermissible private benefit, or an excess benefit transaction; and

Whether any existing contracts or arrangements involving board members or entities in
which board members hold a financial interest are in violation of the North Carolina charter
school prohibitions, and if so, what corrective action is required.
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Use of Outside Experts:

When conducting periodic reviews as provided in this policy, SRCA may, but need not, use outside
advisors. If outside experts are used, their use shall not relieve the governing board of its
responsibility for ensuring that periodic reviews are conducted and that the board independently
evaluates the information provided.

Governing Law and Policy Authority:
This policy is adopted pursuant to and consistent with:
« N.C. Gen. Stat. § 115C-218 et seq. (North Carolina Charter School Act), including §

115C-218.1 governing conflicts of interest and prohibited transactions for charter school
board members;

+ N.C. Gen. Stat. Chapter 55A (North Carolina Nonprofit Corporation Act), including §
55A-8-31 governing conflicts of interest for directors; and

+ Internal Revenue Code § 501(c)(3) and § 4958 (excess benefit transaction rules), and
related Treasury Regulations.

In the event of any conflict between this policy and applicable law, the applicable law shall control.
The board shall amend this policy as necessary to maintain compliance with applicable state and
federal law.

Adopted by the Board of Directors of Shining Rock Classical Academy

Date Adopted:

Board Chair Signature:

Board Chair Printed Name:
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