An ED of a Colorado nonprofit corporation proposes a budget for the next fiscal year.  Included in the budget are staff salaries. The budget is reviewed by the Finance Committee and the Executive Committee, both of which are composed only of board members. The budget reflects raises to the ED and staff, but the raises were contingent on a specific expected donation. This was discussed in both committees, which recommend approval of the budget to the full board. The board passes it without any discussion of the raises or that they were contingent on receipt of a specific donation. After the budget is approved, the ED raises his salary and the salaries of the staff in anticipation of getting the donation. Unfortunately, the expected donation does not materialize. When the board realizes the shortfall, it asks the ED to refund his raise and to take the raises back from the staff.



Can the board do this?



What if the ED quits and sues the board for his raise?

What if a staff member refuses to return his raise, and quits -- does the board have any claim against the staff member?

Several board members say they were not aware of the proposed raises or that they were contingent on the expected donation – do they have any liability?

