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The Law is based on Common law from UK in the 17th century 

– Exercise care and diligence 

– Exercise power in good faith in the best interests of the company and for a proper purpose 

– To avoid conflicts of interest 

– Not make improper use of position as a director to gain advantage for yourself or other person 

– Not to make improper use of information obtained as a director to gain an advantage for the 
director or another person 

– Not to delegate their discretionary power to anyone else 

Conflict of interest arises when any interest you have outside the organisation conflicts with the 
interests of the organisation.  There are other circumstances that may arise in ordinary jobs, but 
the bar is set higher for board members. 

It is important to remember that perceived conflict damages the organisation even if no conflict 
has occurred. 

Types of conflict 

– Where a board decision leads to direct financial gain or benefit to board member 

– Indirect financial gain such as where a board decision leads to the employment of a member’s 
spouse, friend, etc. 

– Non-financial gain, e.g. when a user is also a board member 

– One organisation has 3 artists on board who will be perceived to have an advantage in 
funding decisions. 

– One participant is on the Theatre Board of the Australia Council – she has to be totally 
transparent.  That issue can’t be resolved, so Australia Council has to live with it for the 
sake of gaining access to expertise. 

– For a project worker who is also a board member – when this is an occasional event, 
the board can find ways to discuss and understand why it came up.  If it happens 
frequently, the artist shouldn’t be on the board. 

– It’s important to have artistic voices at the table, but not for them to be regularly 
employed. 

– Conflict of loyalties 

– For example, it would be difficult to be on both KickArts and JUTE board – particularly as 
they share premises and there are blurred lines between alliance and competition. 

– Very difficult to be on more than one board. 

 “Can you get rid of a board member where there is a conflict?” 

– You can apply moral pressure, but it’s hard to do anything else.  And that is best done outside 
of board room – e.g. the Chair speaks to the board member privately. If that doesn’t produce 
the resignation, the board may just have to live with it until the next AGM and make sure the 
person is not re-elected. 
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Processes 

– Register of interest 

– Not necessarily available to the public or to the general membership of an organisation, 
but should be circulated to all board members so all are aware of each other’s interests.  
It should be filled in annually or when circumstances change. The register form will 
generally ask how you think the conflict will arise and what you’ll do about it. 

– Policy 

– A document that board members should sign on joining, when there is no issue being 
faced. “I’ll be alert to potential, I’ll advise the Chair, I’ll abide by the Chair’s ruling”. 

When there is a conflict, people are asked to leave the room.  Nowadays it’s expected.  If the 
organisation makes sure that all are aware of the house rules (policy), there is no feeling of 
resentment when the issue arises.  Problems occur where there are no house rules. 

Managing the conflict that arises when staff members are also board members or 
attend board meetings 

– Boards often think that it’s a good idea to have staff voice in the boardroom.  It can be a 
positive thing, but it can be a 2-edged sword. 

– Staff can be in the board room without necessarily being board members. 

– Note: In the UK, under Charity Law, staff members can’t be on the board. 

– Staff member as minute-taker: The minute taker and minute producer should be separate, 
because the minute taker can’t participate in/contribute to meeting.  It may be better to pay 
an outsider to avoid confidentiality issues.  If it’s a staff member, that person needs to be 
clear that their role is JUST note-taking. 

– Minute taking could be used as a training opportunity, e.g. for members of the Junior 
Chamber of Commerce – getting used to how boards actually operate. 

– Confidentiality agreements are important. E.g. A young Chamber of Commerce member 
coming to one of the participating organisation’s meetings gets all the documentation, 
but hasn’t signed a confidentiality agreement to date. 

– A different set of rules apply for a Founder Director.  That person will want to protect the work 
she/he has put into the organisation over a long period. 

Other Policies 

Code of conduct – there may be a different one for staff, but there will be similarities e.g. sexual 
harassment, bullying, discrimination. 

Much easier to put these policies in place at the beginning, such as in an Induction Pack, rather 
than arguing to put in place afterwards 

Documentation 

To what degree do you document the process of conflict of interest?  It’s straightforward if you 
have rules and a Chair who is confident in applying the rules.  If there is a persistent conflict, it 
may be worth having a clause that says the Chair can ask a member to step down.  Tension 
around conflict of interest can take the fun out of being a board member, if not handled properly, 
particularly in a non-profit organisation where board membership is voluntary. 

New board members 

People come to boards from all backgrounds and may not necessarily have the same 
understanding of how it operates.  It’s important to give them the basic information and not make 
the assumption that everyone understands how it all works. 

Finding the right people to become board members is an issue in a small regional community.  It 
needs a certain amount of shuffling to accommodate busy schedules, people’s commitments, etc. 
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Other participant comments 

– I am prepared to be on several boards from different sectors – economic, social, cultural.  
There is a shortage of people in this region prepared to question decision-making. 

– People come onto our board who have done work for the organisation.  How do we ensure 
that it looks from outside as though it’s not “jobs for the boys”? The company has always had 
an awareness of conflict, but the process is more now rigorous. We now have a Conflict of 
Interest register: Potential conflicts are to be declared at the beginning of each meeting, so 
that it is clear for the Chair if someone should be asked to absent themselves when a 
particular item comes up for discussion. 

– There is a conflict if a board member uses board membership as a step for instance into a 
party political position 

 


