
INSTRUCTIONS FOR QUESTIONNAIRE 
 
 

Question 2 (Applies to all current and former Officers, Directors, 
Trustees, and Key Employees) 
 
At any time during the tax year, did you have a family relationship or a 
business relationship with any other officer, director, trustee, or key 
employee? 
 
 
Line 2. Relationships among officers, etc. Answer “Yes” if any of the organization’s officers, 
directors, trustees, or key employees, as reported in Part VII, section A, had a family 
relationship or business relationship with another of the organization’s officers, directors, 
trustees, or key employees, as reported in Part VII, section A, at any time during the 
organization’s tax year. For each family and business relationship, identify the persons and 
describe their relationship in Schedule O. It is sufficient to state “family relationship” or “business 
relationship” without greater detail. 
 
Business relationship. Business relationships between two persons include any of the 
following: 
 
1) One person is employed by the other in a sole proprietorship or by an organization with which 
the other is associated as a trustee, director, officer, key employee, or greater than- 
35% owner; 
 
2) One person is transacting business with the other (other than in the ordinary course of either 
party’s business on the same terms as are generally offered to the public), directly or indirectly, 
in one or more contracts of sale, lease, license, loan, performance of services, or other 
transaction involving transfers of cash or property valued in excess of $10,000 in the aggregate 
during the organization’s tax year (indirect transactions are transactions with an organization 
with which the one person is associated as a trustee, director, officer, key employee, or greater-
than-35% owner); and 
 
3) The two persons are each a director, trustee, officer, or greater than 10% owner in the same 
business or investment entity. 
 
Ownership is measured by stock ownership (either voting power or value) of a corporation, 
profits or capital interest in a partnership or limited liability company, membership interest in a 
nonprofit organization, or beneficial interest in a trust. Ownership includes indirect ownership 
(e.g., ownership in an entity that has ownership in the entity in question); there may be 
ownership through multiple tiers of entities. 
 
Privileged relationship exception. For purposes of line 2, a “business relationship” does not 
include a relationship between (1) attorney and client, (2) medical professional (including 
psychologist) and patient, or (3) priest/clergy and penitent/communicant. 
 



Example 1. B is an officer of the organization, and C is a member of the organization’s 
governing body. B is C’s brother-in-law. The organization must report that B and C have a family 
relationship. 
 
Example 2. D and E are officers of the organization. D is also a partner in an accounting firm 
with 300 partners (with a 1/300th interest in the firm’s profits and capital), but is not an officer, 
director, trustee, or key employee of the accounting firm. D’s accounting firm provides services 
to E in the ordinary course of the accounting firm’s business, on terms generally offered to the 
public, and receives $100,000 in fees during the year. The relationship between D and E is not 
a reportable business relationship, either because (1) it is in the ordinary course of business on 
terms generally offered to the public, or (2) D does not hold a greater-than-35% interest in the 
accounting firm’s profits or capital. 
 
Example 3. F and G are trustees of the organization. F is the owner and CEO of an automobile 
dealership. G purchased a $45,000 car from the dealership during the organization’s tax year in 
the ordinary course of the dealership’s business, on terms generally offered to the public. The 
relationship between F and G is not a reportable business relationship, because the transaction 
was in the ordinary course of business on terms generally offered to the public. 
 
Example 4. H and J are members of the organization’s board of directors. Both are CEOs of 
publicly traded corporations and serve on each other’s boards. The relationship between H and 
J is a reportable business relationship, because each is a director or officer in the same 
business entity. 
 
Example 5. K is a key employee of the organization, and L is on its board of directors. L is a 
greater-than-35% partner of a law firm that charged $60,000 during the organization’s tax year 
for legal services provided to K that were worth $600,000 at the law firm’s ordinary rates (thus, 
the ordinary course of business exception does not apply). However, the relationship between 
K and L is not a reportable business relationship, because of the privileged relationship of 
attorney and client. 
 
Reasonable effort. The organization is not required to provide information about a family or 
business relationship between two officers, directors, trustees, or key employees if it is 
unable to secure the information after making a reasonable effort to obtain it. An example of a 
reasonable effort is for the organization to distribute a questionnaire annually to each such 
person that includes the name, title, date, and signature of each person reporting information 
and contains the pertinent instructions and definitions for line 2. 
 


