
 

FEARRINGTON HOMEOWNERS’ ASSOCIATION 

CODE OF CONDUCT AND ETHICS POLICY 

The Board of Directors of Fearrington Homeowners’ Association (FHA) has adopted the following code of 

conduct and ethics polity for its directors, board members, committee members, and volunteers.  Any reference 

in this policy to director, or board member shall apply to all of the above.  This policy is intended to provide 

guidance about professional conduct and ethical issues, and a mechanism for addressing behavior that is not in 

compliance with the policy. Because circumstances and relationships change from time to time, directors 

continuing in office as well as incoming new directors should sign the policy every year before the new board 

convenes. 

A. FIDUCIARY DUTY 

Under the well-established principles of nonprofit corporation law, a board member must meet certain 

standards of conduct and attention in carrying out his or her responsibilities to the association.  The NC 

Nonprofit Corporation Act (Nonprofit Act) and the NC Planned Community Act give guidance on the duties and 

liabilities of directors.  Specifically, directors must discharge their duties (NCGS § 55A-8-30; NCGS § 55A-8-42): 

• In good faith; 

• With the care an ordinarily prudent person in a like position would exercise under similar circumstances; 

and 

• In a manner the director reasonably believes to be in the best interests of the corporation. 

These legal requirements are the standards of conduct defined in the duty of good faith, the duty of loyalty, the 

duty of care, and the duty of obedience. 

Duty of Good Faith 

A primary duty of directors is good faith. Directors must perform their duties honestly, conscientiously, 

and fairly.  Associations must be managed in the best interests of the association as a whole and not for the 

benefit of any specific group or individual.  

What does it mean to act in bad faith?  "Bad faith" is the opposite of "good faith." It generally implies or 

involves actual or constructive fraud, or a design to mislead or deceive another, or a neglect or refusal to fulfill 

some duty or some contractual obligation, not prompted by an honest mistake as to one's rights or duties, but 

by some interest if questionable motive. "Bad faith" is not simply bad judgment or negligence, but rather it 

implies the conscious doing of a wrong because of dishonest purpose or moral obliquity; it is different from the 

negative idea of negligence in that it contemplates a state of mind affirmatively operating with furtive design or 

ill will. (Pugh v. See's Candies, Inc. (1988) 203 Cal.App.3d 743, 763-764, quoting Black's Law Dictionary (5th ed. 

1979) pp.623 and 127.) 

 

 



Duty of Loyalty 

An important element of good faith is loyalty to the association.  Directors are prohibited from using the 

office for personal gain to the detriment of the association or its members.  Issues of loyalty sometimes arise 

when a director serves on the board of a master association as well as a sub-association, as it can be difficult to 

wear two hats.  Another aspect of loyalty is confidentiality.  Board members should keep in confidence 

information obtained through board service that is privileged or private as to the association’s business or its 

members. 

While it is not illegal for a director to do business with an association, generally, a director should not be 

involved in business transactions with the association.  Any transactions with a director must be approved by a 

majority vote of disinterested directors, following the steps outlines in the director conflict of interest provisions 

of the NC Nonprofit Act. 

Duty of Care 

While the duty of good faith prohibits misconduct, the duty of due care imposes an obligation to direct and 

supervise the association’s business.  The specific language from the NC Nonprofit Act states directors must 

conduct themselves “with the care an ordinarily prudent person in a like position would exercise under similar 

circumstances.” A director's duty of care refers to the responsibility to exercise appropriate diligence in 

overseeing the management of the association, making decisions and taking other actions. In meeting the duty 

of care, the expectation of a director is: 

• Make attendance at all board meetings a high priority. 

• Be prepared to discuss the issues and business on the agenda, and having read all background material 

relevant to the topics at hand. 

• Remain informed about the association’s business and affairs. Directors will devote appropriate time to 

review periodic updates provided by board leadership and management, as well as studying board 

materials prior to each meeting. 

• Prepare all association data, records and reports in an accurate and proper manner.  Directors may not 

knowingly misrepresent facts. 

• Cooperate with and respect the opinions of fellow board members, and leave personal prejudices out of 

all board discussion. 

• Show respect and courteous conduct at all board and committee meetings.  

• Represent the organization in a positive and supportive manner at all times and in all places. 

• Support actions of the board even when the board member personally did not support the action taken. 

• Put the interests of the organization above personal interests. 

• Make inquiries about potential problems that come to their attention and follow up until they are 

reasonably satisfied that they are addressed appropriately. 

• Refrain from intruding on administrative issues that are the responsibility of management, except to 

monitor the results and ensure that procedures are consistent with board policy. 

 

 



Duty of Obedience 

Duty of obedience requires board members to be faithful to the association’s mission. They are not 

permitted to act in a way that is inconsistent with the central goals of the association.  This duty also requires 

board members to obey the law and the association’s internal rules and regulations. This includes: 

• Ensuring compliance with the organization's mission 

• Meeting all tax requirements 

• Following all laws and codes affecting nonprofit organizations 

• Following the organization's governing documents and bylaws 

Duty of obedience calls for board members to: 

• Understand relevant tax codes, filing requirements and reporting mandates. Because tax laws are 

often complex, duty of obedience enables board members to retain the help of qualified experts, such 

as tax lawyers or accountants. 

• Comply with both external and internal laws. Board members must be careful to follow any laws 

affecting nonprofits as well as obey their own governing documents and bylaws. Consultation with an 

expert, such as a legal adviser, is recommended as needed. 

• Remain focused on the mission. Obedience in this sense means that board members can't act in a way 

that contradicts or undermines the organization's mission or goals. Board decisions and actions must 

directly relate to support of the mission. 

• Use funds appropriately. Board members must ensure that the association's resources are used in 

pursuit of the mission and in a way that garners — and maintains — members’ trust. 

• Understand the association's nonprofit status. Board members must take active steps such as staying 

current on relevant tax filings and avoiding unrelated business activities that generate substantial 

revenue. 

 

B. Ethics Policy  

The association’s articles of incorporation usually state the association’s mission.  A values statement 

generally guides the association in a strategic, fundamental way, but a code of conduct and ethics policy 

channels the actions, behaviors, and decision-making in a more explicit course. Having such a policy conveys a 

strong message both internally and externally about the culture and work of the association.  A code of conduct 

and ethics policy by itself cannot prevent wrongdoing – without an effective compliance process, it is just a 

sheet of paper.  Implementing the policy involves creating procedures for investigating allegations and imposing 

sanctions on those who violate the code.  Enforcing it establishes fair and responsible practices and protects the 

integrity of the board in its service to the community. 

 In general, directors and committee members must conduct all actions with honesty and fairness, and 

they must safeguard information that belongs to the association. The ethics policy covers conflicts of interest, 

self-dealing, and confidentiality. 

 



Conflict of Interest 

A “conflict of interest” is said to exist when a person has dual relationships, or loyalties, that undermine their 

ability to be truly impartial in fulfillment  of their fiduciary duty.  A board member has a duty to disclose every 

personal conflict of interest to the board. 

1. A board member is required to make a prompt and full disclosure of any relationship, past or present, or 

material interest, either direct or indirect, he or she may have in a transaction to which the association is 

a party. 

2. A board member shall not vote on, or participate in, discussions or deliberations on matters when a 

conflict is deemed to exist, other than to provide factual information or to respond to questions. 

3. A board member shall ensure that the Minutes properly record his or her recusal/abstention on any 

votes on any matter for which a conflict may exist. 

Self-dealing 

‘Self-dealing” occurs when a director makes decisions that materially benefits themselves or their relatives at 

the expense of the association. Accordingly, no director may: 

• Solicit or receive anything of value from the association for serving on the board 

• Make commitments to vendors unless with prior approval from the board 

• Disposal of Association property without board approval or knowledge 

• Seek preferential treatment for themselves or their relatives 

• Use association property, services, equipment or business for gain or benefit of themselves or their 

relatives, except as provided for all members of the association. 

Confidentiality 

Directors are responsible for protecting the association’s confidential information.  As such, they may not use 

confidential information for the benefit of themselves or their relatives, except when disclosure is duly 

authorized or legally mandated.  Confidential information includes: 

• Private personal information of fellow directors and committee members 

• Disciplinary actions against members of the association 

• Assessment collection information against members of the association 

• Disclosure of board business to general public before resolutions are published 

• Legal disputes in which the association is or may be involved.  Directors may not discuss such matters 

with persons not on the board without the prior approval of the association’s legal counsel.  Failure to 

follow these restrictions could constitute a breach of attorney-client privilege and loss of confidential 

information. 

 

1. Concern  Resolution Procedure Members may submit concerns about possible violations of the Code of 

Conduct and Ethics Policy by other members in writing to the Secretary or the President of the Board.   

2. Upon receipt of a concern about a possible violation, the Board will convene an Ad Hoc Committee on 

Ethics. The committee will consist of three members to be appointed by the Board.  One will be an 



executive board member; one will be a non-executive board member; and one member will be drawn 

from the Nominating Committee.  Once convened, the Committee on Ethics will vote to appoint a 

Chairperson, and proceed to address the concern in question.  

3. Members may submit a written statement which should identify the policy provision that was allegedly 

violated and describe in as much detail as possible the factual basis for the concern. To enable a timely 

resolution, documentation must be received within 60-90 days of the alleged violation.  Statements 

received after this time will be considered at the committee’s discretion.  The committee may initiate a 

review under this procedure at any time. 

4. Initial Review – the committee will review the concern and determine whether it is within the scope of 

this Policy.  A concern will not be pursued if (i) it lacks sufficient factual basis, or (ii) if the committee has 

good reason to believe it was made in bad faith.  If the committee decides that further action is 

appropriate, either an offer of remediation to the subject will be made in order to resolve the issue, or 

an Inquiry will be initiated, and the decision will be notified to the plaintiff and the subject of the 

concern in writing. 

5. Inquiry – The committee may assign committee members to review the concern further.  They will 

interview the plaintiff, and the subject, and review any documents provided by these or other 

individuals and make a recommendation to the committee.  If the committee determines that the 

concern does not violate the Policy, no further action will be taken, except to notify the subject and the 

plaintiff of the determination.  Otherwise, the committee will recommend disciplinary action and refer 

the violation to the Board. 

6. Violations - Board members who violate the association’s conduct and ethics policy are deemed to be 

acting outside the course and scope of their authority.  Anyone in violation of this policy may be subject 

to disciplinary action, including but not limited to: 

• Censure 

• Removal from committees 

• Removal from office 

• Request for resignation from the Board 

• Be declared no longer qualified for Board service 

• Recall by membership, and 

• Legal proceedings 

7. Prior to taking any action described above, the executive committee of the Board will review the matter, 

confer with the association’s legal counsel, and present its findings and recommendations to the Board 

for appropriate action. 

8. No retaliation – it is inconsistent with the policy to make threats or engage in acts of retaliation against 

individuals who in good faith report suspected violations of the policy.  A member who believes that he 

or she has been retaliated against for raising a good-faith concern under this policy may use the above 

procedures to report the pertinent facts to the chair of the committee who will consider the report as a 

concern made under this policy. 

9. After resolution of all concerns, and there being no new concerns under review, the Committee on 

Ethics will stand-down, to be reconstituted upon receipt of a new concern. 



 

 

 

 

 

This Code of Conduct and Ethics Policy was drafted in March 2019, compiled from material in the public domain from sites 

such as BoardSource, Community Association Institute (CAI) and with reference to other reputable examples of ethics policy 

such as Association for Computing Machinery (ACM), Ethics & Compliance Initiative, and National Council of Nonprofits. 

 

 

 

 

PLEDGE 

I have read the Code of Conduct and Ethics Policy and pledge to act in accordance with my obligations as 

described above. 

 

Signature: __________________________________ Date: __________________________________ 

 

Print name: _____________________________________________________ 


