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CLCS Board Governance Compliance Training 
March 16, 2014 

 
 

Part I of 2: Individual Board Members/Directors 
 

I. Fiduciary Responsibilities of a Board Member  
Sources: California Corporations Code, Boardsource, National Charter School Resource Center 

 
A. Duty of Care 
B. Duty of Loyalty 
C. Duty of Obedience 
D. Financial Oversight 

 
 
II. Conflict of Interest Laws 
Sources: California Government Code Section 81000 et seq, Political Reform Act, Government Code Section 1090, 
Corporate Codes Provision, Charter School Act, California Charter School Association, National Charter School 
Resource Center 

 
A. Political Reform Act (PRA): The Political Reform Act (PRA) prohibits public officials and 
employees from making, participating in making, or otherwise using their official positions to 
influence, governmental decisions in which they have a financial interest.  
 
The PRA is triggered by five categories of economic interests: 
1. Business investments 
2. Real property interests 
3. Sources of income 
4. Business positions 
5. Gifts 

Requirements of CLCS Board under the PRA: 
i) Adopt Conflict of Interest Code 
ii) File Form 700  
 
B. Government Code Section 1090: Public officials may not develop, negotiate or participate in 
executing contracts when they have a financial interest in that contract. A public agency's 
governing board is prohibited from voting on any contract in which a board member has a 
financial interest, and any contract prohibited by Section 1090 is deemed void. If a person has a 
"remote interest" in a contract, he or she must disclose the interest and then disqualify him or 
herself from voting on the contract. The contract must then be approved by a majority of the 
remaining disinterested board members. 

Requirements of CLCS Board under 1090: 
i) Disclosure of interest 
ii) Recusal from discussion and voting 

C. Corporate Codes Provision 
1. Fiduciary Responsibilities 
2. Board composition - 49% or less of  “interested  persons” 
3.  Procedures  for  “self-interested  transactions” 
4. Immune from personal liability with Directors and Officers Insurance 
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Requirements of CLCS Board under 1090: 

i) Adopt Conflict of Interest Policy Procedure 
ii) Have D&O insurance 

 
D. Incompatible Offices 
1. AUSD Board officers or superintendent from serving on CLCS Board 
2.  AUSD  School  Board  employees…  maybe 

 3.  Other  charter  school  boards…  maybe,  but  not  likely 
3. Ex-officio or other non-voting members cannot serve on the Board 

 Requirements of CLCS Board under Incompatible Offices: 

i) All CLCS Board members must be voting 
 ii)  Don’t  serve  on  incompatible  offices   

  
E. Scenarios (See “Best Practice Scenarios”) 

 
III. Other Laws 
Sources: Penal Code Section 424, Penal Code Section 70, California Charter School Association, National Charter 
School Resource Center 

A. Misappropriation of funds, falsifying accounts, unauthorized loans 
B. Requesting or receiving gratuities or rewards in exchange for performing an official act 
C. Privacy Laws, IDEA, and other federal laws 

Requirements of CLCS Board under Other Laws: 

i) Know and follow the laws 
 ii) Seek appropriate consultants 
 

V. Penalties for Non-Compliance 
 A. Personal: Removal from office, fines, imprisonment/criminal prosecution, 
            disqualification from public office, lawsuit 
 B. Organizational: Dissolution of organization, fines, lawsuit 
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CLCS Board Governance Compliance Training 
March 16, 2014 

 
Part  2  of  2:  Board’s Relation to the Public/Community  

 
I. Board Roles and Responsibilities 
Sources: National Charter School Resource Center 
 A. Accountability and Oversight 
 B. Strategic Planning 
 C. Resource Development 
 D. Best Practice: Governing vs. Managing 
 
II. Brown Act/Open Meetings Act  
Sources: California Charter School Association, Senate Bill 751  

A. Purpose: to ensure public access to the decision-making process  
B. What constitutes a meeting? 

"Meeting includes any congregation of a majority of the members of a legislative body at 
the same time and location, including teleconference locations as permitted by Section 
54953, to hear, discuss, deliberate or take action on any item that is within the subject 
matter jurisdiction of the legislative body." 

C. Clarification of Communications 
"(2) Paragraph (1) shall not be construed as preventing an employee or official of a local 
agency from engaging in separate conversations or communications outside of a meeting 
authorized by this chapter with members of a legislative body in order to answer 
questions or provide information regarding a matter that is within the subject matter 
jurisdiction of the local agency, if that person does not communicate to members of the 
legislative body the comments or position of any other member or members of the 
legislative body." 

 D. Meeting Requirements 
  1. Advance Notification 
   Regular - 72 hours 
   Special - 24 hours 
   Emergency - 1 hour 

2. Reasonable access to the general public; ADA accommodation requests 
3. Agenda items to include brief description of discussions 
4. Votes by each Board member must be publicly reported 

 E. Closed Sessions 
1. Safe Harbor 

   i) Personnel / Labor negotiations 
ii) Pending or anticipated litigation / Liability 

   iii) Real Estate Negotiations 
   iv) Public Security Exceptions 
   v) Student Matters/Discipline (per Privacy laws, not Brown Act) 
  2. Reporting 
   i) Public reporting of actions after closed sessions, except in: 

 Employee dismissals 
 Preliminary negotiations 
 Initiating litigation 
 Threats 
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 F. Public Rights 
  i) Public comments 
  ii) Addressing the Board 
  iii) Recording meetings 

iv) Copies of written materials, unless confidential 
 G. Limits to Public Rights 
  i) may be asked to leave when disruptive to the meeting 

 ii) speaking time may be limited, particularly when points are redundant 
H. Process for Non-Compliance 
 i) Demand for cure for violations taken in open session must be made within 30 days 
 ii) Demand for cure for all other violations must be made within 90 days 

iii) If the Board cures the violation within 30 days of the demand, civil suit is barred 

 
Requirements of CLCS Board under Brown Act: 
i) Conduct meetings in accordance with the law 
ii) Create policies and provisions in accordance with the law 
iii) Create processes in accordance with the law 

 
III. Public Records 
Sources: California Charter School Association, California Public Records Act 
 A. Any member of the public has the right to request information 

B. The Board has 10 days to respond to the request, whether or not it will comply; with  
additional 14 day extension to research 

C.  The  Board  does  not  have  to  “create” documents  
D. The Board can request reasonable charges for the duplication of documents 
E. The Board does not have to produce confidential material 
F. The Board does have to produce or make a good faith effort to “promptly” produce materials  

that are not confidential  
 

 Requirements of CLCS Board under Brown Act: 
 i) Create processes for responding to request 
 
 
IV. Public Scrutiny 
Sources: California Charter School Association 

A. As Board officials, including the Executive Director, manages public funds, they are  
subject to public scrutiny 
 

 
 
 



Best Practice Scenarios: Avoiding Conflicts of Interest 
Source: California Charter School Association 

The following best practices are guidelines to assist charter school operators in resolving some of the 
more common potential conflicts of interest and threats to effective governance. It is essential for charter 
school operators to recognize these situations as they arise and to seek legal counsel when necessary, to 
arrive at a resolution that furthers the best interests of the charter school. 

Scenario #1: Lucy and Ricky 
Lucy and Ricky are a husband and wife duo whose blood, sweat and tears over the last three years have 
been poured into ensuring Babaloo Charter School's success. Lucy is Executive Director of the School 
and Ricky is a board member. It is time for the board to discuss the renewal of Lucy's contract. Ricky 
thinks she has been doing a great job and she deserves a raise. 
What should Ricky do? 

Both the Political Reform Act (PRA) and the California Corporations Code require Ricky to disqualify 
himself from voting on the contract, because he will be materially benefited by the contract. Under both 
laws, a spouse's sources of income are imputed to the public official. The PRA also requires that before 
the board considers the contract, Ricky must publicly state that he has a conflict of interest, recuse 
himself from discussing and voting on the matter, and leave the room. If Babaloo Charter School is a 
nonprofit corporation, then the Corporations Code also requires the corporation to make certain findings 
regarding the benefit of the transaction to the corporation. 
Can Ricky take aside another board member before the board meeting and suggest that Lucy 
should get a raise? After all, he's not going to vote on this issue. 

No. Ricky cannot "participate in making" a governmental decision or "attempt to use his official position to 
influence" a governmental decision. Speaking to another board member about the contract could be 
considered both participating in the decision and using his position to influence the decision. 
What if Babaloo's charter requires compliance with Government Code Section 1090? 

Section 1090 exempts certain "remote interests," including employment by a nonprofit, tax exempt entity. 
If Babaloo Charter School is a nonprofit, tax-exempt entity, Lucy's contract might be considered a "remote 
interest" under Section 1090. If a remote interest exists, Section 1090 would still require Ricky to disclose 
his interest, disqualify himself from voting, and the contract would still have to be approved by a majority 
of the remaining disinterested board members. The charter school should consult an attorney first before 
considering this contract to determine if the "remote interest" exception may be used. 

Scenario #2: Fred and Ethel Charter School 
Fred is a board member of Ethel Charter School and he owns a small educational software company. 
Ethel Charter School wants to upgrade its software programs, and it is widely known in the charter school 
community that Fred's company designs some of the best educational software programs. The software 
upgrade is estimated to cost several thousand dollars, and under Ethel Charter School's purchasing 
policy, the purchase of the software must be approved by the board. 
Can Ethel Charter School purchase Fred's educational software? 

It is likely that a purchase of this software would materially and foreseeably benefit Fred's company. 
Therefore, Fred likely has a conflict of interest under the PRA. Ethel Charter School can still purchase 
Fred's software, so long as Fred is not involved in the purchase in any way. At the board meeting where 
the purchase is considered, Fred must disclose his interest, disqualify himself from discussing and voting 
on the matter, and then leave the room. If Ethel Charter School is a nonprofit corporation, then the 
Corporations Code also requires the corporation to make certain findings regarding the benefit of the 



transaction to the corporation. However, if Ethel's charter requires compliance with Section 1090, the 
purchase of Fred's software should be avoided altogether, because Fred would be financially interested in 
the contract. 
Can Fred provide information, either to his employees or to Ethel Charter School staff, to help 
Ethel Charter School staff determine if the software is a good fit for the school? 

No, because doing so might be viewed as "participating in a governmental decision" under the PRA. Fred 
should delegate another of his employees to interface with school staff on the details of the purchase. 
What if, instead, Fred worked as a sales manager at the local Apple store, and Ethel Charter 
School wanted to purchase new Apple software? 

Here, it is much less clear whether the software purchase would materially benefit Fred. Fred should 
retain an attorney and/or call the FPPC's hotline to analyze the PRA's materiality standards to determine 
if a conflict of interest exists. It is possible that because Apple is the subject of, or "directly involved in," 
the contract, a conflict of interest may exist. 

Scenario #3: Lucy and the Chocolate Factory 
We return to Babaloo Charter School. Lucy has inherited her mother's shuttered chocolate factory, which 
has been gutted and remodeled to accommodate commercial offices. Babaloo Charter School's 
enrollment is growing quickly, and Babaloo Charter School is beginning to search for a bigger facility. The 
facility is less than five miles from the school's current location, and it is large enough to accommodate 
the school. Lucy believes it would be a good permanent solution for the school to purchase or lease long-
term, with only minor modifications to the facility. 
Can Lucy recommend to her staff or the board that Babaloo Charter School consider locating at 
the chocolate factory? 

As the school's Executive Director, Lucy is a high-level employee who is subject to the PRA. Therefore, 
she should refrain from participating in the "government decision" to purchase or lease the factory, if that 
decision will have a material and foreseeable effect on her economic interests. Here, Lucy's real estate, 
which is located in the "jurisdiction" of Babaloo Charter School, is the economic interest which triggers the 
PRA. Because the governmental decision will definitely have a material and foreseeable effect on the real 
estate, Lucy should abstain from involvement in the decision. It is unclear for purposes of the PRA what 
the "jurisdiction" of a charter school is, but it is likely that the jurisdiction, at a minimum, extends to the 
areas where the charter school is located and where its students reside. 
Can Ricky vote on the purchase or lease of the chocolate factory? 

No. Because a spouse's economic interest is imputed to the public official, it is as if Ricky owns the 
chocolate factory. Ricky should also refrain from being involved in any decision to purchase or lease the 
factory, and he should disclose his interest and disqualify himself from voting on the matter. 

Scenario #4: Little Ricky 
Lucy and Ricky's son, Little Ricky, attends Babaloo Charter School. Little Ricky excels in his classes and 
his teachers believe that he is eligible for Babaloo's Gifted and Talented Program. In addition to the 
academic criteria for the Program, Lucy also typically interviews each child to make a determination about 
the child's readiness for the Program. 
Can Lucy or Ricky participate in Little Ricky's testing or admission into the Program? 

Because there is no economic interest associated with Little Ricky's admission into the Program, Little 
Ricky's admission to the Program does not trigger any of the conflict of interest laws discussed herein. 
However, in order to avoid claims of favoritism from teachers or other parents, Lucy and Ricky may want 
to refrain from being involved in the admission process. 
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