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M E M O R A N D U M  
 
PRIVILEGED AND CONFIDENTIAL 
ATTORNEY CLIENT PRIVILEGE/ 
ATTORNEY WORK PRODUCT  

TO: Rashondra M. Martin,  

General Counsel Buffalo Public Schools 

FROM: James P. Milbrand 

DATE: Original July 8, 2014, Updated November 14, 2014 

RE: Conflict of Interest Rules Affecting Proposed Settlement with CSAT 

QUESTION PRESENTED 

You have asked us whether a member of the Board of Education of the City of Buffalo 

(the “Board”) must recuse himself from deliberations and/or voting with respect to an issue 

before the Board in which the member may have a conflict of interest. 

BACKGROUND AND REASON FOR UPDATE 

  At the time this opinion was originally drafted (July 8, 2004) Board Member Carl 

Paladino held an interest in the CSAT middle school building located on Shoshone Street.  The 

interest that Mr. Paladino held was based on the fact that his minor child is an income 

beneficiary to an irrevocable family trust (“Family Trust”) that owned 50% of the Shoshone 

Building which is leased to CSAT.  Since the time of drafting the original opinion on this matter 

the Family Trust has transferred the 50% ownership of the Shoshone building to another 

corporate entity, 9003 Group , LLC.  Carl Paladino does not have an ownership interest in nor 

controlling power over 9003 Group, LLC. 

ANSWER 

Mr. Paladino, since he no longer has an interest in the entity that leases property to 

CSAT, is no longer conflicted from deliberating or voting on matters involving CSAT, including 

the pending litigation.  Mr. Paladino’s conflict was resolved with the transfer of ownership to the 

independent LLC. 
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ANALYSIS 

   According to General Municipal Law Article 18, regarding Conflicts of Interest of 

Municipal Officers and Employees, a board member must fully disclose to the governing board 

any actual or prospective interest that he or she may have in any proposed contract or other 

agreement, and must then be recused from the deliberations and voting on the matter.  Whether 

or not the issue at hand poses a conflict depends on whether a direct or indirect pecuniary or 

material benefit may accrue to the member of the Board as a result of the proposed transaction or 

agreement at issue.  Since the time of our original opinion, stating that Mr. Paladino is conflicted 

from participating in deliberations and voting on items relating to the Charter School for Applied 

Technologies (CSAT), Mr. Paladino has divested himself of any ownership in the Shoshone 

(former Holly Angels) building, transferring all ownership an LLC that he has no interest in.  

Accordingly, he no longer has a direct or indirect pecuniary or material interest in the building 

occupied by CSAT and no longer has a conflict of interest.  

While under General Municipal Law, if a board member has an “interest” in a matter 

before the board certain disclosure requirements may apply; however, if that board member 

divests himself of such ownership, the conflict resolves.  According to §803, in the event any 

municipal officer or employee (defined to include members of any administrative board) has, 

will have, or later acquires an “interest” in a contract or other agreement, he shall “publicly 

disclose the nature and extent of such interest in writing … to the governing body thereof as soon 

as he or she has knowledge of such actual or prospective interest.”  An “interest” means “a direct 

or indirect pecuniary or material benefit accruing to a municipal officer or employee as a result 

of a contract with the municipality which such officer or employee serves.”    

Looking at the practical impact of a Board Member that no longer has a financial interest 

in the success of CSAT, that Board Member no longer needs to recuse himself from all dealings, 

votes, proposals and / or resolutions that impact CSAT.  The Family Trust no longer has a partial 

ownership interest in the property (Mr. Paladino’s original interest was imputed via his minor 

daughter) as the 50% ownership has been transferred to a separate LLC. 

Reviewing the Board’s Code of Ethics (COE) at §6110, the same reasoning applies.  The 

COE, in part, defines a contract to include the offered settlement agreement: 

Contract:  Any oral or written obligation to do an act or to refrain from doing an act, 

arising from an exchange of promises between or among persons.   

§ 6110 defines an Interest to include: 

h. Interest:  A benefit or advantage of an economic or tangible nature that a District 

employee would gain or lose as a result of a decision or action, or an omission to 
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decide or to act on behalf of the District.  A District employee shall be deemed to 

have an interest in a: 

i. Contract between the District and that District employee; 

ii. Contract between the District and any member of the family of that 

District employee, except for a contract of employment;   

iii. Contract between the District and any entity of which the District 

employee or a member of his/her family, is an officer, director, employee, 

partner, or stockholder with an interest of 5% or more; or 

iv. Direct or indirect benefit received by an employee as a result of a contract 

with the District.   

And prohibits a Conflict of Interest: 

VI.   REQUIREMENTS 

h. The Board and all employees shall exercise good and sound judgment on behalf 

of the District, and shall pursue a course of conduct which will maintain public 

trust and confidence in the District.  In no event shall a Board member or an 

employee: 

i. Treat any person more favorably than it is the custom and practice to treat 

the general public.   

ii. Use his/her official position to secure unwarranted privileges or 

exemptions for self or others. 

iii. Allow any person to improperly influence his/her performance. 

iv. Have a romantic, sexual or other unprofessional relationship with any 

student of the District even if the relationship is consensual.  

v. Have a romantic, sexual, or other unprofessional relationship with a 

subordinate employee even if the relationship is consensual. 

i. A Board Member or Employee shall not, in his/her official position or office, take 

or fail to take any action in a manner which may result in a personal financial 
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benefit (other than services or benefits generally available to residents of the City) 

for any of the following persons: 

i. The officer or employee; 

ii. His/her outsider employer or business;  

iii. A customer, client or business associate; or 

iv. A contributor or an affiliate of a contributor that has made political 

contributions of more than one thousand dollars in the aggregate during 

the past twenty-four (24) months in connection with the nomination or 

election of the officer or employee as a candidate for public office, 

provided that clause (4) may be waived by written decision of the 

Commission on Ethics upon specific findings showing that such waiver in 

the public interest. 

j. Conflict of Interest Prohibited: 

i.  In no event shall a Board member or employee have an interest in any 

contract in which he/she has the power to: 

1. Negotiate; prepare; authorize or approve the contract; or authorize 

or approve payment pursuant to the contract; 

2. Audit bills or claims under the contract; or 

 

3. Appoint an employee who has any of the powers and duties set 

forth above. 

The Board Policy specifically states that the Board Member may not, take or fail to take 

any action in a manner which may result in a personal financial benefit for any of the following 

persons: (see list above - Section V. b.). 

The Boards Policy at § 6110 II h. defines interest: 

h. Interest:  A benefit or advantage of an economic or tangible nature that a District 

employee would gain or lose as a result of a decision or action, or an omission to 

decide or to act on behalf of the District.  A District employee shall be deemed to 

have an interest in a: 
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ii. Contract between the District and that District employee; 

iii. Contract between the District and any member of the family of that 

District employee, except for a contract of employment;   

iv. Contract between the District and any entity of which the District 

employee or a member of his/her family, is an officer, director, employee, 

partner, or stockholder with an interest of 5% or more; or 

v. Direct or indirect benefit received by an employee as a result of a contract 

with the District. 

 

As stated above, Mr. Paladino has divested himself of any ownership interest in the 

property leased by CSAT at the Shoshone address and therefore has eliminated his would be 

conflict of interest in deliberating and voting on the settlement agreement.  Mr. Paladino does not 

have a contract with the District.  Additionally, none of Mr. Paladino’s family members, either 

individually or as owners of a corporate entity, have a contract with the district concerning 

CSAT.  Ultimately, there is no known benefit to Board Member Paladino, either directly or 

indirectly, resulting from the settlement agreement with CSAT. 

CONCLUSION 

Given that Mr. Paladino no longer has an interest in the Shoshone property leased by 

CSAT, he is free to take part in deliberations and vote on the settlement agreement. 

 


