Conflicting Interest Transaction

· Conflicting Interest Transaction is defined by state law governing non-profit corporations and their board members.
· A conflicting interest transaction is defined in C.R.S. §7-128-501(1) as “A contract, transaction, or other financial relationship between a nonprofit corporation and a director of the nonprofit corporation, or between the nonprofit corporation and a party related to a director, or between the nonprofit corporation and an entity in which a director of the nonprofit corporation is a director or officer or has a financial interest.”
· A party related to a director is defined in §C.R.S. 7-128-501(5) “a "party related to a director" shall mean a spouse, a descendent, an ancestor, a sibling, the spouse or descendent of a sibling, an estate or trust in which the director or a party related to a director has a beneficial interest, or an entity in which a party related to a director is a director, officer, or has a financial interest.”
Other Situations Affecting Board Member Impartiality
· Under state law, it is not considered a conflict of interest to be a board member and have an immediate family member employed by the corporation (school) if the relationship is disclosed. Lack of partiality may arise under certain circumstances involving the related party’s employment issues.
· Parents of students may be perceived to have a conflict of interest when an issue involves their child and another staff, student, or community member of the school. 
· In the above instances, another board member may raise the facts of why they believe another board member may not be able to be unbiased. This may be part of the consideration of the issue; or alternatively the raising board member may make a motion that, upon passage, the board member recuse himself or herself from a vote on that particular matter.
To avoid appearances of conflict, a board member shall disclose the relationship, and shall recuse themselves from discussion and/or voting on the matter (as specified in the Board Code of Conduct) in the following situations:
· A bonus or raise is being considered for a group of staff less than all employees that includes a party related to the director.
· A grievance is filed with the Board by a party related to the director.
· Any contract is being voted on for approval by the board of directors with a party related to the director, as defined by statute.
A board member is not required to recuse themselves in the following situations:
· Staff compensation tables are being discussed that affect all staff or a subset of staff that does not include the immediate family relation.
· Approval of the budget.




Appendix
PART 5 DIRECTORS’ CONFLICTING INTEREST TRANSACTIONS 
7-128-501. Conflicting interest transaction. 
(1) As used in this section, "conflicting interest transaction" means: A contract, transaction, or other financial relationship between a nonprofit corporation and a director of the nonprofit corporation, or between the nonprofit corporation and a party related to a director, or between the nonprofit corporation and an entity in which a director of the nonprofit corporation is a director or officer or has a financial interest.
(2) No loans shall be made by a corporation to its directors or officers. Any director or officer who assents to or participates in the making of any such loan shall be liable to the corporation for the amount of such loan until the repayment thereof. 
(3) No conflicting interest transaction shall be void or voidable or be enjoined, set aside, or give rise to an award of damages or other sanctions in a proceeding by a member or by or in the right of the nonprofit corporation, solely because the conflicting interest transaction involves a director of the nonprofit corporation or a party related to a director or an entity in which a director of the nonprofit corporation is a director or officer or has a financial interest or solely because the director is present at or participates in the meeting of the nonprofit corporation's board of directors or of the committee of the board of directors that authorizes, approves, or ratifies the conflicting interest transaction or solely because the director's vote is counted for such purpose if: 
(a) The material facts as to the director's relationship or interest and as to the conflicting interest transaction are disclosed or are known to the board of directors or the committee, and the board of directors or committee in good faith authorizes, approves, or ratifies the conflicting interest transaction by the affirmative vote of a majority of the disinterested directors, even though the disinterested directors are less than a quorum; or 
(b) The material facts as to the director's relationship or interest and as to the conflicting interest transaction are disclosed or are known to the members entitled to vote thereon, and the conflicting interest transaction is specifically authorized, approved, or ratified in good faith by a vote of the members entitled to vote thereon; or 
(c) The conflicting interest transaction is fair as to the nonprofit corporation. 
(4) Common or interested directors may be counted in determining the presence of a quorum at a meeting of the board of directors or of a committee which authorizes, approves, or ratifies the conflicting interest transaction. 
(5) For purposes of this section, a "party related to a director" shall mean a spouse, a descendent, an ancestor, a sibling, the spouse or descendent of a sibling, an estate or trust in which the director or a party related to a director has a beneficial interest, or an entity in which a party related to a director is a director, officer, or has a financial interest
