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Applied Research in Environmental Sciences Nonprofit, Inc.
EIN # 80-0247689

Part V, Line 5a. Have you adopted a conflict of interest policy...?

The board of directors of this organization has adopted bylaws that contain a conflicts of
interest policy. The policy is set out in Article 9 of the bylaws, which are attached to this 1023
application. This policy is based on the sample conflict of interest policy contained in
Appendix A of the official instructions to IRS Form 1023. The organization had added
additional requirements in Article 9, Section 5, of its bylaws for the approval of compensation
arrangements that are based on the additional requirements contained in IRS Regulation Section
53.4958-6 to help ensure that all compensation arrangements are made by disinterested
members of the organization's board or a duly constituted compensation committee of the board
and are fair, reasonable and in furtherance of the tax-exampt purposes of this organization.

The Bylaws, including Article 9 which follows, were voted and approved by the Board at the
Organization Meeting of August, 2008.
Article 9
Conflict of Interest and
Compensation Approval Policies

Section 1. Purpose of Conflict of Interest Policy

The purpose of this conflict of interest policy is to protect this tax-exempt corporation’s interest
when it is contemplating entering into a transaction or arrangement that might benefit the private
interest of an officer or director of the corporation or any “disqualified person™ as defined in
Section 4958(f)(1) of the Internal Revenue Code and as amplified by Section 53.4958-3 of the
IRS Regulations and that might result in a possible “excess benefit transaction” as defined in
Section 4958(c)(1)(A) of the Internal Revenue Code and as amplified by Section 53.4958 of
the IRS Regulations. This policy is intended to supplement but not replace any applicable state
and federal laws governing conflict of interest applicable to nonprofit and charitable
organizations.

Section 2. Definitions

Interested Person. Any director, principal officer, member of a committee with governing
board delegated powers, or any other person who is a “disqualified person™ as defined in
Section 4958(f)(1) of the Internal Revenue Code and as amplified by Section 53.4958-3 of the
IRS Regulations, who has a direct or indirect financial interest, as defined below, is an

interested person.

Financial Interest. A person has a financial interest if the person has, directly or indirectly,
through business, investment, or family:



an ownership or investment interest in any entity with which the corporation as a
transaction or arrangement.

a compensation arrangement with the corporation or with any entity or individual with which
the corporation has a transaction or arrangement, or

a potential ownership or investment interest in, or compensation arrangement with, any entity
or individual with which the corporation is negotiating a transaction or arrangement.

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 Section 3, paragraph
B, a person who has a financial interest may have a conflict of interest only if the appropriate
governing board or committee decides that a conflict of interest exists.

Section 3. Conflict of Interest Avoidance Procedures

Duty to Disclose. In connection with any actual or possible conflict of interest, an interested
person must disclose the existence of the financial interest and be given the opportunity to
disclose all material acts to the directors and members of committees with govemning board
delegated powers considering the proposed transaction or arrangement.

Determining Whether A Conflict of Interest Exists. After disclosure of the financial interest
and all material facts, and after any discussion with the interested person, he/she shall leave the
governing 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. An interested person may make a
presentation at the-governing board or committee meeting, but after the presentation, he/she
shall leave the meeting during the discussion of, and the vote on, the transaction or arrangement
involving the possible conflict of interest.

The chairperson of the governing board or committee shall, if appropriate, appoint a
disinterested person or committee to investigate alternatives to the proposed transaction or
arrangement.

After exercising due diligence, the governing board or committee shall determine
whether the corporation 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 possible under



circumstances not producing a conflict of interest, the governing board or committee shall
determine by a majority vote of the disinterested directors whether the transaction or
arrangement is in the corporation’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.

Violations of the Conflict of Interest Policy. If the governing board or committee has
reasonable cause to believe a member of the board or committee 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 member’s response and after making further investigation as
warranted by the circumstances, the governing board or committee determines the member has
failed to disclose an actual or possible conflict of interest, it shall take appropriate disciplinary
and corrective action.

Section 4. Records of Board and Board Committee Proceedings
The minutes of meetings of the governing board 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 governing 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 discussion 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.

Section 5. Compensation Approval Policies

A voting member of the governing board who receives compensation, directly or indirectly,
from the corporation for services is precluded from voting on matters pertaining to that
member’s compensation.

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

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



When approving compensation for directors, officers and employees, contractors, and
any other compensation contract or arrangement, in addition to complying with the conflict of
interest requirements and policies contained in the preceding and following sections of this
article as well as the preceding paragraphs of this section of the article, the board or a duly
constituted compensation committee of the board shall also comply with the following
additional requirements and procedures:

the terms of compensation shall be approved by the board or compensation committee prior to
the first payment of compensation;

all members of the board or compensation committee who approve compensation arrangements
must not have a conflict of interest with respect to the compensation arrangement as specified in
IRS Regulation Section 53.4958-6(c)(iii), which generally requires that each board member or
committee member approving a compensation arrangement between this corporation and a
“disqualified person” (as defined in Section 4958(f)(1) of the Internal Revenue Code and as
amplified by Section 53.4958-3 of the IRS Regulations):

is not the person who is the subject of the compensation arrangement, or a family member of
such a person; '

is not in an employment relationship subject to the direction or control of the person who is the
subject of the compensation arrangement;

does not receive compensation or other payments subject to approval by the person who is the
subject of the compensation arrangement,

has no material financial interest affected by the compensation arrangement; and

does not approve a transaction providing economic benefits to the person who is the subject of
the compensation arrangement, who in turn has approved or will approve a transaction
providing benefits to the board or committee member.

the board or compensation committee shall obtain and rely upon appropriate data as to
comparability prior to approving the terms of compensation. Appropriate data may include
the following;

compensation levels paid by similarly situated organizations, both taxable and tax-exempt, for
functionally comparable positions. “Similarly situated” organizations are those of a similar
size, purpose, and with similar resources;

the availability of similar services in the geographic area of this corporation;

current compensation surveys compiled by independent firms;



actual written offers from similar institutions competing for the services of the person who is
the subject of the compensation arrangement.

As allowed by IRS Regulation 4958-6, if this corporation has average annual
gross receipts (including contributions) for its three prior tax years of less than §1
million, the board or compensation committee will have obtained and relied upon
appropriate data as to comparability if it obtains and relies upon data on compensation
paid by three comparable organizations in the same or similar communities for similar
Services.

the terms of compensation and the basis for approving them shall be recorded in written
minutes of the meeting of the board or compensation committee that approved the
compensation. Such documentation shall include:

the terms of the compensation arrangement and the date it was approved;

the members of the board or compensation committee who were present during debate on the
transaction, those who voted on it, and the votes cast by each board or committee member;

the comparability data obtained and relied upon and how the data was obtained,

if the board or compensation committee determines that reasonable compensation for a specific
position in this corporation or for providing services under any other compensation
arrangement with this corporation is higher or lower than the range of comparability data
obtained, the board or committee shall record in the minutes of the meeting the basis for its
determination;

if the board or committee makes adjustments to comparability data due to geographic area or
other specific conditions, these adjustments and the reasons for them shall be recorded in the
minutes of the board or committee meeting;

any actions taken with respect to determining if a board or committee member had a conflict of
interest with respect to the compensation arrangement, and if so, actions taken to make sure the
member with the conflict of interest did not affect or participate in the approval of the
transaction (for example, a notation in the records that after a finding of conflict of interest by a
member, the member with the conflict of interest was asked to, and did, leave the meeting prior
to a discussion of the compensation arrangement and a taking of the votes to approve the
arrangement);

The minutes of board or committee meetings at which compensation arrangements are
approved must be prepared before the later of the date of the next board or committee meeting
or 60 days after the final actions of the board of committee are taken with respect to the



approval of the compensation arrangements. The minutes must be reviewed and approved by
the board and commiittee as reasonable, accurate, and complete within a reasonable period
thereafter, normally prior to or at the next board or committee meeting following final action on
the arrangement by the board or commuttee.

Section 6. Annual Statements
Each director, principal officer, and member of a committee with governing board delegated
powers shall annually sign a statement that affirms such person:

has received a copy of the conflicts of interest policy;
has read and understands the policy;
has agreed to comply with the policy; and

understands the corporation is charitable and in order to maintain its federal tax exemption it
must engage primarily in activities that accomplish one or more of its tax-exempt purposes.

Section 7. Periodic Reviews

To ensure the corporation operates in 2 manner consistent with charitable purposes, and does
not engage in activities that could jeopardize its tax-exempt status, periodic reviews shall be
conducted. 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; and

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

Section 8. Use of Outside Experts

When conducting the periodic reviews as provided for in Section 7, the corporation may, but
need not, use outside experts. If outside experts are used, their use shall not relieve the
governing board of its responsibility for ensuring that periodic reviews are conducted.
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Applied Research in Environmental Sciences Nonprofit, Inc.
EIN # 80-0247689

Part V, Line 8 a: Do you or will you have any leases, contract, loans, or other
agreements with your officers, directors, trustees...?

PartV, Line 8b:

During 2008, 2009, and 2010, the corporation was a subcontractor to Dr. Lioyd Mitchell, an
awardee of the Department of Homeland Security grant "Working Together for A Safer
Tomorrow.” The corporation was contracted to assist in the mentoring of undergraduate and
graduate students in risk-assessment and response for homeland security purposes and natural
hazard situations in multi-jurisdictional (tribal-municipal-county-state) settings. To perform the
work related to this funding, the corporation paid officers at a fair-market hourly rate based
upon a typical starting salary of an assistant professor at a state university or community
college ($45,000 for 9 months, or 1440 hours, of work). This hourly rate is $31.25 per hour.
Because the work required close collaboration with Dr. Mitchell, situated in North Carolina,
and because the work required a Ph.D. who could begin immediately, the corporation drew
upon the services of the corporation's secretary. The corporation's treasurer was also
contracted during 2008-2009 to perform an in-house program evaluation for a final report to
the federal funding agency.

During 2008, the corporation was also a subcontractor to Dr. Lloyd Mitchell to complete work
that he had started on the Timberculture Act project while a graduate student at the University
of North Dakota. The funds for this work originated from a private individual who funded Dr.
Mitchell to perform an assessment of the current state of sites where the Timberculture Act was
applied to plant trees. The corporation's secretary was contracted by the corporation to
complete a review of these sites in collaboration with Dr. Mitchell.

Part V, Line 8c:

2008 contracts entered into by the corporation with officers:

1. Corporation contract with Anne Garland, corporation secretary, for activities as part of the
Working Together for A Safer Tomorrow, $2,500 for 80 hours of work visiting typical
program locales and interviewing current student participants to assess interests and capabilities
for future programatic design.

2. Contract to Kathleen Fischer, corporation treasurer, to review the final report and perform
an in-house evaluation of the entire Working Together for a Safer Tomorrow project, $500 for
16 hours work.

3. Contract to Anne Garland, corporation secretary, Timberculture Act to assist Dr. Lloyd
Mitchell in completing field site review, $500 for 16 hours work,
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2009 contracts entered into by the corporation:
1. Corporation contract with Anne Garland, corporation secretary, for activities as part of the

Working Together for A Safer Tomorrow, $5,000 for 160 hours of work mentoring seven
students in field exercises and a poster presentation related to risk-assessment.

2010:
No contracts entered into by the corporation.

Future:
There are no future plans to enter into contracts with officers of the corporation. Officers will
participate in funded projects as part-time, temporary employees to be paid at a fair market rate.

Part V, Line 8d:

The activities performed in fulfillment of the contracts was specified by Dr. Lloyd Mitchell,
who is not a corporation officer, employee, subcontractor, or board member, nor is he related to
any of these persons. A fair-market hourly rate was set per explanation below for Part V, Line
8e, and the officer involved could accept or refuse to contract with the corporation to perform
the work. In both cases (Garland and Fischer), the officer is qualified to perform the work.
(See attachment for Part V, Line 3a.) Dr. Mitchell approved all completed work.

Part V, Line 8e:

To perform the work related to this funding, the corporation paid officers ata fair-market
hourly rate based upon a typical starting salary of an assistant professor at a state university or
community college (545,000 for 9 months, or 1440 hours, of work). This hourly rate is
$31.25 per hour. This basis was chosen because the mentoring is similar to that performed by
a college-level professor at the assistant professor or community-college level. Programatic
evaluations, similar to the one performed by the corporation's treasurer for the Working
Together for A Safer Tomorrow project, is also typical of programatic and grant proposal
evaluations performed by assistant professors at the universities and colleges.

Part V, Line 8f:

Copies of the contracts with officers follow and are listed below:

1. Anne Garland, 2008, Working Together for A Safer Tomorrow, $2,000.
2 Anne Garland, 2008, Timberculture Act, $500.

2 Kathleen Fischer, 2008, Working Together for A Safer Tomorrow, $500.
3. Anne Garland, 2009, Working Together for A Safer Tomorrow, $5,000



Garand Independent Contract 2008 6/8/09 10.07 AM

Contract With Independent Contractor

1. Names. This agreement is between Applied Research in Environmental Sciences

Nonprofit, Inc., Client, and Anne Garland, Contractor.

2. Services to Be Performed. Contractor agrees to perform the following services for

Client:

The services include assistance with research, student education, and public events for
the DHS program, Working Together for a Safer Tomorrow during FY2008.
Assistance includes planning and implementation of the public events which are held in

a variety of states per DHS CREATE requests.

The services include fieldwork and research about the Timber Culture Act. Dr. Lioyd
Mitchell, the PI, transferred a grant from the University of North Dakota to be
implemented by ARIES. Research and fieldwork occurred July, 2008.

3. Time for Performance

[ ] Contractor will complete the performance of these services on or before

[ X'] Contractor will perform the services accordiﬂg to the following schedule:
July 2007 until June 30 FY2008
4. Payment. Client will pay Contractor as follows:

__Electronic Transfer $2,000.00

5. State and Federal Taxes. Client will not:

(a) withhold Soctal Security and Medicare taxes from Contractor's payments or make

such tax payments on Contractor's behalf, or

(b) withhold state or federal income tax from Contractor's payments or make state or
federal unemployment contributions on Contractor's behalf,
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[ ] Litigation. If a dispute arises, either party may take the matter to court.

[ ] Mediation and Possible Litigation. If a dispute arises, the parties will try in good
faith to settle it through mediation conducted by

[]

[ ] a mediator to be mutually selected.

The parties will share the costs of the mediator equally. Each party will cooperate fully
and fairly with the mediator and will attempt to reach a mutually satisfactory compromise to

the dispute. If the dispute is not resolved within 30 days after it is referred to the mediator,

either party may take the matter to court.

[ X ] Mediation and Possible Arbitration. If a dispute arises, the parties will try in
good faith to settle it through mediation conducted by

[]

[x] amediator to be mutually selected.

The parties will share the costs of the mediator equally. Each party will cooperate fully
and fairly with the mediator and will attempt to reach a mutuaily satisfactory compromise to
the dispute. If the dispute is not resolved within 30 days after it is refetred to the mediator,
it will be arbitrated by

[]

[x] an arbitrator to be mutually selected.

Judgment on the arbitration award may be entered in any court that has jurisdiction over

the matter. Costs of arbitration, including lawyers' fees, will be allocated by the arbitrator.

[ ] Attorneys' Fees. If either party brings a legal action arising out of a dispute over
this agreement, the losing party will reimburse the prevailing party for all reasonable costs

and attorneys' fees incurred by the prevailing party in the lawsuit.

13. Entire Agreement. This is the entire agreement between the parties. [t replaces and
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supersedes any and all oral agreements between the parties, as well as any prior writings.

14. Successors and Assignees. This agreement binds and benefits the heirs, successors,

and assignees of the parties.

15. Notices. All notices must be in writing. A notice may be delivered to a party at the
«« address that follows a party's signature or to a new address that a party designates in

writing. A notice may be delivered:
(1) in person
(2) by certified mail, or
(3) by overnight courier.

16. Governing Law. This agreement will be governed by and construed in accordance

with the laws of the state of Ilinois

17. Counterparts, This agreement may be signed by the parties in different counterparts

and the signature pages combined will create a document binding on all parties.

18. Modification. This agreement may be modified only by a written agreement signed by
all the parties.

19. Waiver. If one party waives any term or provision of this agreement at any time, that
waiver will only be effective for the specific instance and specific purpose for which the
waiver was given. If either party fails to exercise or delays exercising any of its rights or
remedies under this agreement, that party retains the right to enforce that term or provision

at a later time.

20. Severability. If any court determines that any provision of this agreement is invalid or
unenforceable, any invalidity or unenforceability will affect only that provision and will not
make any other provision of this agreement invalid or unenforceable and such provision
shall be modified, amended, or limited only to the extent necessary to render it valid and

enforceable.
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Client

Name of Business: Apphed Research in Environmental Sciences NonProﬁt Inc.

By: /ﬁ ﬁmwla k a4,
Dated: 0&//73 /éq

Printed Name: 7(@7’%/;0571/1 . ;;SQA&/“

Title: //“fms S C

Address: 1042 Maple St. Suite 106

___Lisle, llinois 60532

Contractor

Name of Business:

By:

Dated:

Printed Name: _Anne Garland

Title: Research Associate

Address: 20206 Olde Towne Court

Smithfield, Va. 23430



