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September 23, 2010 
 
 

Via E-Mail: aheld@citizensoftheworld.org 
Amy Held, Executive Director 
Citizens of the World Charter School 
1316 N. Bronson Avenue 
Los Angeles, CA 90028 
 
 Re:  Response to Parent Letter 
 
Dear Ms. Held: 
 

As you know, the Law Offices of Middleton, Young & Minney, LLP 
(“MYM”) provide general legal counsel to Citizens of the World Charter School 
(“CWC”) as well as over 400 charter schools throughout the State of California. In 
that capacity, you have requested that our office respond to concerns raised in a 
recent letter from CWC parents Navine and Samantha Karim (“Karim Letter”). 
 
Background 
 

CWC is a nonprofit public benefit corporation with 501(c)(3) status. It 
operates as a public charter school under the authorization of the Los Angeles 
Unified School District (“LAUSD”). The CWC Board of Directors is currently 
composed of five directors, all of whom serve in a voluntary capacity. The CWC 
charter also commits to the inclusion of a parent representative to the Board, a 
process for the inclusion of which is already in progress by the CWC Board.  

 
 As per the charter, the mission of CWC is to educate a socio-economically, 
culturally and racially diverse community of students in the heart of Hollywood. To 
fulfill this mission, CWC has always intended to educate middle school students so 
that by Year 5 of its operations it may educate nearly 700 K-8 students. CWC also 
plans to replicate the CWC school model and open other high-quality public charter 
schools to serve students in the Los Angeles area. (Replication of the charter school 
will create economies of scale which will allow CWC to further enrich its own 
programs for all of its students.) 
 

CWC has committed to transparency in its operations. The CWC charter and 
bylaws require that all meetings of the CWC Board of Directors are noticed and held 
in compliance with the Ralph M. Brown Act (“Brown Act” -- the state’s open 
meeting law), (Chapter 9 (commencing with Section 54950) of Division 2 of Title 5 
of the Government Code). This means that agendas are posted at least seventy-two 
(72) hours in advance of regular meetings and at least twenty-four (24) hours in 
advance of special meetings, and that Board deliberations and action are conducted 
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 in public. Only under certain, statutorily prescribed situations may the Board convene into 
closed session to discuss CWC business. As such, parents are allowed to attend all CWC 
Board meetings to actively participate in the oversight and accountability of CWC to the 
community that it serves.  

 
It is with this factual background in mind that MYM has analyzed the issues at hand, 

and provides this response. 
 

Services Contracts 
 

The Karim Letter recites the myriad conflict of interest laws that exist in California, 
many of which apply to a public charter school such as CWC. Specifically, the Karim letter 
raises concerns regarding the potential violation of Government Code Section 1090, et seq. 1 
(“Section 1090”). Section 1090 states California’s general policy that public officials shall 
not be financially interested in public contracts entered into by a public board. Section 1090 
prohibits a public official from participating in any decision concerning a public contract in 
which he or she has a private financial interest. However, within Section 1090 there are 
statutorily defined remote interest and non-interest exceptions.2 When an official claims a 
remote interest, for example, the Board may take action on a contract if it acts in good faith 
and if the vote to authorize, approve, or ratify is sufficient without counting the vote or votes 
of those Board members with remote interests. (See Government Code Section 1091.) 

 
The alleged Section 1090 violations raised in the Karim Letter concern two services 

contracts with The Wonder of Reading brought before the CWC Board at open meetings 
held on May 27, 2010, August 17 and August 20, 2010 (collectively “Services Contracts”).   

 
As background, the May 27, 2010 contract with The Wonder of Reading was for the 

provision of clerical (administrative) services only, and was not to exceed $6,500 (and was 
intended only to cover the actual costs [i.e., no markup or profit -- the contract was made on 
a straight cost basis] of minor administrative services needed by CWC during its startup 
phase). As reflected in Board minutes, Ms. Dragon disclosed her involvement with The 
Wonder of Reading, a nonprofit corporation, and she recused herself from discussion or vote 
on the contract, which was unanimously approved by the CWC Board without her 
involvement. Upon further investigation we have determined that the contract was never 
executed by both parties and that CWC has never been billed for the administrative services 
rendered by The Wonder of Reading employees (i.e., The Wonder of Reading employees 
performed the services but CWC has never paid The Wonder of Reading for these services). 

                                                            
1  The application of Gov. Code Section 1090 to charter schools is questionable.  The legislature has on 
multiple occasions attempted to apply Government Code 1090 to charter schools with the bills either ending in 
defeat or being vetoed by the governor.  
 
2 For example, an officer or employee of a nonprofit corporation has only a remote interest in the contracts, 
purchases, and sales of that nonprofit corporation. (Government Code Section 1091(b)(1).) 
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We are further informed that The Wonder of Reading will not execute the contract nor will 
they ever bill CWC for the services that have been rendered. 

 
The second of the Services Contracts was never approved by the CWC Board, and 

thus, no contract exists. Under Section 1090, if no contract is involved, or if a contract in 
which a Board member has a financial interest is not ultimately executed, no Section 1090 
violation exists. 
 

Thus, no funds were ever expended by CWC to The Wonder of Reading, no 
contracts currently exist between CWC and The Wonder of Reading, and the Board Chair 
has agreed that there will be no further discussion of a contract with The Wonder of Reading 
while she is on the Board.  Consequently, no one, including the Board Chair, has financially 
benefited by the initial de minimis unfulfilled contract that was entered into between CWC 
and The Wonder of Reading.  

 
Revised Bylaws 
 

With the assistance of legal counsel, CWC has explored options by which it may 
replicate the CWC educational model. One approach followed by successful charter school 
operators includes the creation of a charter management organization (CMO).  A CMO 
allows for the centralization of administrative services and enormous economies of scale; 
when multiple charter schools are assisted through a CMO for the provision of 
administrative services the charter schools are able to put more fiscal resources directly into 
the classroom. A CMO is typically operated as a nonprofit public benefit corporation. The 
same model is followed by charter schools such as ICEF, Green Dot, Aspire, etc. 

 
An alternative corporate structure proposed the creation of a sole statutory member 

in the Olympia Foundation which was created by Mark Gordon. The sole statutory model 
has been used by successful charter school operators to promote the cohesive expansion of a 
network of charter schools working in collaboration. This model that was presented to the 
CWC Board is based on governance models used by other successful charter school 
operators such as KIPP (through the KIPP Foundation) and High Tech High in San Diego.   
Both proposed governance models were submitted for Board review and consideration 
solely for the purpose of developing a sound governance foundation upon which a network 
of charter schools could be developed  

 
Based on review of Board minutes which reflect a properly agendized open session 

discussion, the CWC Board did not act to move forward with any plan to revise the 
corporate structure of CWC.  

 
Violation of Conflicts Policy 

 
The Karim Letter alleges violations of the CWC Conflicts of Interest Policy and also 

a breach of fiduciary duties on the part of CWC Board members.  
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The CWC Conflict of Interest Policy is based on the provisions of the Political 
Reform Act (“PRA”), Government Code Section 81000, et seq. and also incorporates 
Section 1090 provisions as required by the CWC charter. As stated above, there are 
enumerated remote interests to Section 1090 in which a Board member can disclose and 
abstain from voting, as was done by the Board Chair in regards to the clerical services 
contract. Additionally, the second of the Services Contracts was never approved, and thus, 
no contract exists. Under Section 1090, if a contract in which a Board member has a 
financial interest is not ultimately executed, no Section 1090 violation exists. Thus, 
violations have been avoided. 

 
 In regards to the fiduciary duties, as a nonprofit public benefit corporation, CWC 

Board members owe to the corporation (and to the charter school it operates) certain 
fiduciary duties. Specifically, directors are subject to two fiduciary duties in carrying out 
their governance responsibilities: the duty of care and the duty of loyalty. Corporations Code 
Section 5231(a) of the Code codifies these duties, providing as follows: 

 
“A director shall perform the duties of a director…in good faith, in a manner 
such director believes to be in the best interests of the corporation and with 
such care, including reasonable inquiry, as an ordinarily prudent person in a 
like position would use under similar circumstances.” 

 
Thus, meeting a director’s duty of care requires acting in a reasonable, informed 

manner under the given circumstances. This includes keeping informed, making reasonable 
inquiries when appropriate, and exercising independent judgment. Meeting a director’s duty 
of loyalty requires acting in good faith and in the best interests of the corporation. The 
Corporations Code recognizes that in making decisions in the best interest of a corporation, 
conflicts of interest are neither unusual nor generally prohibited. In some cases, transactions 
involving real or perceived conflicts of interest may also be in the best interest of the 
corporation and thus, there is no breach of fiduciary duties. 

 
It appears that the CWC Board in voting to approve the clerical services contract 

with The Wonder of Reading at below-market rates acted in the best interest of CWC. 
Thereafter, in declining to take action on the latter of the Services Contracts, the Board 
deliberated in open session, made reasonable inquiries to both staff and legal counsel, and 
acted in a manner consistent with its fiduciary duties. While not all CWC Board members 
agreed with the proposed courses of action that have been brought forward, the entire Board, 
including its Board Chair, have acted in the best interests of CWC, in moving forward in a 
manner consistent with CWC’s stated mission and vision, and thus there has been no breach 
of fiduciary duties. 

 
Request for Remedial Actions 
 

The Karim Letter requests that the following remedial actions be taken: 
 
First, that each Board member of CWC consults with appropriate, charter 

knowledgeable counsel to be advised as to its legal obligations in regards to recent events, 
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and to receive training on its legal and fiduciary duties. Second, that the Board engage in a 
public discussion on these issues, including what steps have been taken to remedy these 
concerns so that the Board and the CWC community may focus on school operations. Third, 
that the Board immediately appoint a parent representative. 

 
In response to these concerns, MYM has been asked to provide comprehensive 

Board member training in the areas of conflicts of interest laws, corporate responsibilities 
and fiduciary duties, the Brown Act and other transparency laws, as well as charter school 
best practices. MYM will be providing this governance training to the CWC Board after the 
seating of the parent representative sometime in October, and going forward, this training 
will occur on an annual basis.  

 
We are informed that CWC will hold its next meeting on October 21, 2010. As is 

required under the law, and consistent with CWC past practice, time will be set aside for 
public comment on agenda and non-agenda items. Additionally, consistent with promoting 
best practices in charter school governance, MYM has also recommended that Board 
policies regarding internal and external complaint procedures be adopted, so that in the 
future concerned members of the public will have a clear and orderly way of conveying 
concerns to the CWC Board as a whole (rather than to individual Board members) and CWC 
administrators, who will review and respond to these complaints in a timely and productive 
manner. 

 
Finally, as the CWC charter commits to the inclusion of a parent representative to the 

Board, a process for the appointment of a parent representative is already in progress by the 
CWC Board.  

 
*  *  * 

We hope this letter assists the CWC parents and community in assuaging any 
concerns regarding the legality of actions taken and the motivation and intentions of the 
parties involved.  

     Sincerely, 
 
     LAW OFFICES OF 
 MIDDLETON, YOUNG & MINNEY, LLP 
 
       
 
     Paul C. Minney 
  ATTORNEY AT LAW 
 
 
Cc:  CWC Board of Directors 
 Parker Hudnut, LAUSD 


