                                                                    December 19, 1997

Mary Ann Krause

836 Monte Vista Drive

Santa Paula, California  93060

 Re:  Your Request for Advice

         Our File No. A-97-572
Dear Ms. Krause:

This letter responds to your request for advice about the Political Reform Act (the “Act”).
 

QUESTIONS
Are Limoneira Land (“Limoneira Land”) Company and Vista Pointe, LLC (“Vista Pointe”)  “otherwise related business entities” under the Act? 

Are Limoneira Company (“Limoneira”) and Limoneira Land in a parent-subsidiary relationship under the Act? 

CONCLUSION
Limoneira Land and Vista Pointe are “otherwise related business entities.”  Limoneira and Limoneira Land share a parent-subsidiary relationship.  Limoneira Land, Limoneira, and Vista Pointe are each a source of income to you, from which a conflict of interest could arise in the future.

FACTS
Vista Pointe will transfer to you property adjacent to your residence.  (See Krause Advice Letter, No. A-97-197 (Krause I).)   Vista Pointe has two partners:  Priske-Jones Company (“Priske-Jones”), and Limoneira Land.
  (See Krause Advice Letter, No. A-97-401 (Krause II).)  (The facts presented in Krause I and Krause II are incorporated herein by reference.)  There is little likelihood that you will take part in any issues related to Priske-Jones.  However, you will be requested to make recommendations on issues that might significantly affect Limoneira Land, or its parent, Limoneira. 

You have reviewed Krause II, and have communicated with Mr. Pierre Y. Tada, the Chief Executive Officer of Limoneira Land.  Based upon these communications, you provide the following facts.

· Priske-Jones is the controlling owner in the Vista Pointe, and is not the controlling owner in Limoneira Land.  Limoneira Land does not own shares possessing more than 50 percent of the voting power of Vista Pointe.

· Limoneira Land is a wholly-owned subsidiary of Limoneira. 

· Neither Vista Pointe nor Limoneira Land have a controlling ownership interest in the other.

· All assets of the Limoneira Land and Vista Pointe are maintained and recorded separately.

· Priske-Jones Company is the controlling partner in Vista Pointe, and provides the management of the LLC.  

· Priske-Jones provides not only the personnel for Vista Pointe, but also the office space and necessary equipment and furnishings.  

· Mr. Tada has indicated that Limoneira Land has a close working relationship with Vista Pointe on the overall management of the Vista Pointe housing development project, as well as on its financing and marketing. 

ANALYSIS
We have already advised you that Vista Pointe is a source of income to you as a result of the somewhat unusual real estate transaction addressed in Krause I, supra.  As we advised in Krause II, supra, Priske-Jones and Limoneira Land, the partners in Vista Pointe, may also be financial interests to you.  Whether this is so depends on whether either entity (1) is a parent or subsidiary of Vista Pointe, or (2) is an “otherwise related business entity” to Vista Pointe.
  (Regulation 18706.)

Based upon the facts presented in your latest advice request, Limoneira Land and Vista Pointe do not have a parent-subsidiary relationship.  Such a relationship “exists when one corporation directly or indirectly owns shares possessing more than 50 percent of the voting power of another corporation.”  (Regulation 18236(a).)  You have indicated that this is not the case regarding Limoneira Land and Vista Pointe.  

However, Limoneira Land and Vista Pointe are “otherwise related business entities.” (Regulation 18236(b).)  In his November 6, 1997, letter to you, Mr. Tada stated,

 “... Limoneira Land Company and Vista Pointe, LLC do have a close working relationship.  This relationship includes joint decisions on the overall management of the project as well as the financing and marketing of the project.” 

Business entities are “otherwise related” if there “is ... a regular and close working relationship between the entities ....”  (Regulation 18236(b)(2)(D).)  Mr. Tada’s description of the relationship between Limoneira Land and Vista Pointe meets this criterion.  Therefore, Limoneira Land and Vista Pointe are “otherwise related business entities,” and Limoneira Land is considered to be a source of income to you in its own right.  In the event that a question of conflict of interest arises in the future,  Limoneira Land and Vista Pointe each must be analyzed independently as possible financial interests of yours.  

If it indeed becomes necessary to focus on Limoneira Land in a future conflicts analysis, you must determine if there are other entities (i.e., other than Vista Pointe) with which Limoneira Land is in a parent-subsidiary relationship or which are “otherwise related” to it.  (Kohn Advice Letter, No. I-93-145.)  Because Limoneira Land is a wholly-owned subsidiary of Limoneira, the 

two entities are in a parent-subsidiary relationship under Regulation 18236(a).  Thus, Limoneira is also considered to be a source of income to you in its own right.  (Ibid.)    

As we advised in Krause II, supra, please note that this does not mean that you are automatically disqualified with regard to Vista Pointe, Limoneira Land, and/or Limoneira.  Each of these entities may present a disqualifying conflict of interest if a governmental decision in which you take part will have a reasonably foreseeable and material financial effect on any of the entities which is distinguishable from the effect on the public generally.  (Section 87100.)  This is a determination which must be made on a case-by-case basis—it is impossible to make a “blanket” determination which covers all possible situations involving the entities.   

If you have any other questions regarding this matter, please contact me at (916) 322-5660.

Sincerely,

Steven G. Churchwell

General Counsel

By:
John Vergelli

Staff Counsel, Legal Division

SGC:JV:tls

�  Government Code sections 81000 - 91014.  Commission regulations appear at title 2, sections 18109 - 18995, of the California Code of Regulations. 


�  At the outset, it is worth pausing to clarify the names of the entities involved.  In Krause II, supra, we tentatively addressed the relationship between an entity there-referred-to as “Limoneira” and two other entities, Priske-Jones and Vista Pointe.  That entity is referred to in this letter as “Limoneira Land” to distinguish it from an entity not previously addressed in our advice to you, Limoneira Company.  


�  The Commission does not act as a finder of fact when it renders advice.  This advice is applicable and confers immunity (see Section 83114) only to the extent that the facts provided to us are correct and that all of the material facts have been disclosed.  (In re Oglesby (1975) 1 FPPC Ops. 71, 77.)  


�  You have not requested advice as to whether Priske-Jones and Vista Pointe have a parent-subsidiary relationship, or are otherwise related; therefore, we address neither issue.


�  Regulation 18706 provides that a public official has a financial interest in a decision concerning a business entity which is a parent or subsidiary of, or which is “otherwise related” to, any business entity in which the public official already has a financial interest.  Criteria for determining whether a parent-subsidiary relationship exists are found in Regulation 18236(a).  Criteria for determining whether two business entities are “otherwise related” are found in Regulation 18236(b).  





