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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. 


