PROPERTY OWNERS ASSOCIATION OF LAKE RIDGE

Conflict of Interest Policy Resolution

WHEREAS, the Board of Directors (“Board”) of Property Owners Association of Lake
Ridge (“Association”) recognizes the need to guide the Board on any real or perceived conflicts
of interest in the governance process of the Association.

NOW, THEREFORE, IT IS RESOLVED the Association desires to adopt the Conflict
of Interest Policy attached hereto as Exhibit “A” which is intended to address potential or
perceived conflict of interest concerns (the “Policy”).

This is to certify that the foregoing resolution was adopted by the Board of Directors of
the Property Owners Association of Lake Ridge, at a meeting of same on
2019, and has not been modified, rescinded or revoked.
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PROPERTY OWNERS ASSOCIATION OF LAKE RIDGE
CONFLICT OF INTEREST POLICY

L. Purpose:

The purpose of the conflicts of interest policy (the “Policy”) is to protect the Property
Owners Association of Lake Ridge’s (the “Association”) interest when it is contemplating
entering into a transaction or arrangement that might benefit the private interest of a Director or
Managing Agent of the organization. This policy is intended to supplement but not replace any
applicable state laws governing conflicts of interest applicable to nonprofit and charitable
corporations.

The Board of Directors (the “Board”) and the Association’s Management must strive to
always behave in an ethical and appropriate manner when dealing with companies and
individuals providing or seeking to provide products and services to the Association. It is
important to the Board’s relationships with the community that Board members be free from
conflicts of interest, actual or perceived, in all dealings with vendors. The purpose of this policy
is to guide the interactions of the Board and Management Company with companies and
individuals who promote and sell products or services utilized by the Association. To the extent
any provision of this Policy conflicts with Texas state law or the By-laws of the Association,
state law and the By-laws shall control over this Policy.

IL. Policy:
1. Definitions.

A. “Interested Person’ means any Director, Property Manager, or member of
a committee with Board-delegated powers with a direct or indirect
financial interest, as defined below.

B. “Family” shall be defined as a person related to a Board member or
Managing Agent within the third degree of consanguinity, as determined
under Chapter 573 of the Texas Government Code;

C. A person has a “financial interest” if the person has, directly or indirectly,

through business, investment or family:

- an ownership or investment in any entity with which the Association has
a transaction or arrangement, or

- a compensation arrangement with the Association or with any entity or
individual with which the Association has a transaction or arrangement, or
- 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.

“Managing Agent” shall mean any employee of the management company
employed by the Association who is situated on-site at Lake Ridge to
manage the day to day business of the Association.

“Compensation” includes direct and indirect remuneration as well as gifts or
favors that are substantial in nature.

A financial interest is not necessarily a conflict of interest.. A person who has a
financial interest may have a conflict of interest only if the Board decides that a
conflict of interest exists.

Potential Conflicts of Interest

The Association may not make any loan to a director or officer of the
organization.

A.

A Director, officer, or committee member of the organization may not
lend money to, and otherwise transact business with, the Association
except as otherwise provided by the Bylaws, Articles of Incorporation, and
applicable law. Such a person transacting business with the organization
has the same rights and obligations relating to those matters as other
persons transacting business with the Association. The Association may
not borrow money from, or otherwise transact business with, a director,
officer; or committee member of the organization unless the transaction is
described fully in a legally binding instrument and is in the Association’s
best interests. The Association may not borrow money from, or otherwise
transact business with, a Director, officer, or committee member of the
Association ' without full disclosure of all relevant facts and without the
Board’s approval, excluding the vote of any person having a personal
interest in the transaction.

It is the policy of Association not to hire relatives of current employees or
Board members on a full-time basis. For purposes of this policy, relatives
shall be defined as spouses, children, siblings, parents, grandparents, in-
law and/or step-relations.

Directors and Members of Committees of the Association serve
voluntarily for the benefit of the organization and are not compensated for
their services. In the event a Director or Committee member is asked to
speak on behalf of the Association and is offered an honorarium for
his/her services, they will donate any funds received to the Association’s
programs.

Actual expenses may be paid to facilitate Association member
participation in programs, speaking engagements and meetings that would



be of benefit to the Association, as determined by the non-interested Board
members.

D. The Board, or its members, will not give or receive benefits as
consideration for official action and if such benefits might reasonably tend
to influence them in discharging their official duties. Additionally, the
Board may not solicit or accept performance gifts, business courtesies, or
services from vendors or property owners. Unsolicited gifts of nominal
value are permissible under certain circumstances. Gifts that are intended
to influence or that may be reasonably perceived as having the potential to
influence an individual in the scope of duty as a board member are
prohibited.

Duty to Disclose.

In connection with any actual, potential or possible conflicts of interest, an
interested person must disclose the existence of his or her financial interest and
must be given the opportunity to disclose all material facts to the Directors and
members of the committees with board delegated powers considering the
proposed transaction or arrangement:

Determination.

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 committee
meeting while the determination of a conflict of interest is discussed and voted
upon. The remaining Board or committee members shall decide if a conflict of
interest exists.

Procedures for Addressing the Conflict of interest.

A. An interested person may make a presentation at the Board or committee
meeting, but after such presentation, he/she 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 President of the Board or Chairperson of the Committee shall, if
appropriate, appoint a disinterested person or committee to investigate
alternatives to the proposed transaction or arrangement.

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

D. If a more advantageous transaction or arrangement is not reasonably



A.

attainable under circumstances that would not give rise to 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 the
Association’s best interest and for its own benefit and whether the
transaction is fair and reasonable to the corporation and shall make its
decision as to whether to enter into the transaction or arrangement in
conformity with such determination.

Prior to entering into a contract with an interested Director, a majority of
the disinterested Directors shall adopt a resolution certifying compliance
with Section 209.0052 of the Texas Property Code, as amended.

Violations of the Conflict of Interest Policy.

If the Board 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 member an
opportunity to explain the alleged failure to disclose.

If, after hearing the response of the member and making such further
investigation as may be warranted in 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.

Records of Proceedings

The minutes of the Board shall contain:

A.

The names of the persons who disclosed or otherwise were found to have
a finaneial 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 decision as to
whether a conflict of interest in fact existed; and

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 therewith.

10. Compensation

A.

A voting member of the Board of Directors who receives compensation,
directly or indirectly, from the corporation for services is precluded from
voting on matters pertaining to that members compensation

A voting member of any committee whose jurisdiction includes



11.

12.

13.

compensation matters and who receives compensation, directly or
indirectly, from the Association for services is precluded from voting on
matters pertaining to that member’s compensation.

Annual Statements.

The Board members Shall review this policy and receive conflict of interest
training when the Board books are reviewed with Board members by the
Management Company employed by the Association.

Each Director and Managing Agent shall annually sign a statement which affirms
that such person:

A. has received a copy of the conflicts of interest policy,
B. has read and understands the policy,
C. has agreed to comply with the policy, and

D. understands that the Association is a non-profit organization and that in
order to maintain its federal tax exemption it must engage in activities
which accomplish one or more of its tax-exempt purposes.

Periodic Reviews.

To ensure that the Association operates in a manner consistent with its non-profit
purposes and that it does not engage in activities that could jeopardize its status as
an Association exempt from federal income tax, periodic reviews shall be
conducted. The periodic reviews shall at a minimum, include the following
subjects:

A. Whether compensation arrangements and benefits are reasonable and are
the result of arm’s-length bargaining.

B. Whether transactions result in inurement or impermissible private benefit.

C. Whether transactions conform to written policies, are properly recorded,
reflect reasonable payments for goods and services, further the
Association’s non-profit purposes and do not result in inurement or
impermissible private benefit.

D. Whether transactions with officers, Directors or other employees further
the Association’s non-profit purposes and do not result in inurement or

impermissible private benefit.

Use of Outside Experts.



In conducting the periodic reviews, the Association may, but need not, use outside
advisors. If outside experts are used, their use shall not relieve the Board of its
responsibilities.

This Policy is effective upon recordation in the Public Records of Dallas and Ellis County, and
supersedes any Policy for Conflict of interest which may have previously been in effect. Except as
affected by this Policy, all other provisions contained in the Deed Restrictions or any other
dedicatory instruments of the POALR shall remain in full force and effect.

I have read and agree to adhere to the Property Owners Association of Lake Ridge, Conflict of
Interest policy, adopted on ,2019.

, Director Date
, Director Date
, Director Date
, Director Date
, Director Date
, Director Date

, Director Date




