





April 20, 1994

Dana W. Reed

Reed & Davidson

777 South Figueroa St., Ste. 3400

Los Angeles, CA  90017







Re:  Your Request for Informal








Assistance








Our File No. I-94-108

Dear Mr. Reed:


You have requested advice on behalf of John Morris, a candidate for State Controller, concerning the conflict of interest disclosure provisions of the Political Reform Act (the "Act").  Because you have not provided the exact nature of Mr. Morris' interests, we consider your letter to be a request for informal assistance pursuant to Regulation 18329(c). 

QUESTION


Mr. Morris owns a 10 percent or greater interest in numerous entities which, in turn, own equity interests in various business ventures such as partnerships, corporations, and real estate trusts.  Must Mr. Morris disclose on his statement of economic interests the investment and real property interests of these partnerships, corporations, real estate trusts, and other business ventures?

CONCLUSION


Mr. Morris must disclose investments in business entities located in or doing business in California, and interests in real property located in California, which are held by any business entity in which he has a 10 percent or greater interest.  Therefore, Mr. Morris must disclose investments and interests in real property held by these partnerships, corporations, real estate trusts, and other business ventures if he has a 10 percent or greater interest in any of these entities and the value of his interest in investments and interests in real property held by these entities is $1,000 or more.  Schedule C-1 (Interests in Real Property Held By a Business Entity or Trust) and Schedule C-2 (Investments Held By a Business Entity or Trust) of statement of economic interests Form 721 would be used to disclose this information.

FACTS


Mr. Morris is a candidate for State Controller.  He is a businessman and has a 10 percent or greater interest in numerous investment interests.  These interests were disclosed on Schedule A (Investments) of Mr. Morris' candidate Form 721.  In turn, some of these interests have equity interests in various other business ventures, such as partnerships, corporations, and real estate trusts.  Mr. Morris has disclosed these entities on Schedule C-2 of Form 721.  


In addition, some of the entities Mr. Morris has disclosed on Schedule C-2 own real property as well as stock or partnership interests in other business entities.

ANALYSIS


A candidate for elective state office must file, no later than the final filing date of a declaration of candidacy, a statement disclosing investments held in business entities located in or doing business in California, interests in real property located in California, and income received from certain sources during the immediately preceding 12 months.  (Section 87200, et seq.)


Section 82034 defines the term "investment" as follows:


"Investment" means any financial interest in or security issued by a business entity, including but not limited to common stock, preferred stock, rights, warrants, options, debt instruments and any partnership or other ownership interest owned directly, indirectly or beneficially by the public official, or other filer, or his or her immediate family, if the business entity or any parent, subsidiary or otherwise related business entity has an interest in real property in the jurisdiction, or does business or plans to do business in the jurisdiction, or has done business within the jurisdiction at any time during the two years prior to the time any statement or other action is required under this title.  No asset shall be deemed an investment unless its fair market value equals or exceeds one thousand dollars ($1,000)...  Investments of an individual includes a pro rata share of investments of any business entity, mutual fund, or trust in which the individual or immediate family owns, directly, indirectly or beneficially, a 10-percent interest or greater....






(Emphasis added.)


Section 82033 defines "interest in real property" as follows:


"Interest in real property" includes any leasehold, beneficial or ownership interest or an option to acquire such an interest in real property located in the jurisdiction owned directly, indirectly or beneficially by the public official, or other filer, or his or her immediate family if the fair market value of the interest is one thousand dollars ($1,000) or more.  Interests in real property of an individual includes a pro rata share of interests in real property of any business entity or trust in which the individual or immediate family owns, directly, indirectly or beneficially, a 10-percent interest or greater.







(Emphasis added.)


If Mr. Morris has a 10 percent or greater interest in Corporation A and by virtue of this interest he also has a 10 percent or greater interest in Corporation B, Mr. Morris must disclose investments and interests in real property held by Corporation B if the value of his interest in these third-tier entities is $1,000 or more.  (Eads Advice Letter, No. A-82-112.)  These interests should be disclosed on Schedule C-1 or Schedule C-2, whichever is applicable.  In the "Name of Business Entity or Trust Holding the Investment/Interest in Real Property" space, Mr. Morris should indicate that the interests are held by Corporation B through Corporation A. 


If you have questions concerning this letter, please contact me at (916) 322-5662.







Sincerely,







Carla Wardlow







Division Chief







Technical Assistance Division
