                                                                    July 22, 1999

Anne K. Mester

Counsel, Legal Division

Public Utilities Commission

505 Van Ness Avenue

San Francisco, California  94102-3298

 Re:  Your Request for Advice

         Our File No. A-99-209
Dear Ms. Mester:

This letter is in response to your request for advice on behalf of Commissioner Carl W. Wood regarding the provisions of the Political Reform Act (the “Act”).
 

QUESTION
May Commissioner Wood participate in governmental decisions regarding his former employer, the Southern California Edison Company, notwithstanding the fact that his employer-paid group insurance coverage continued in effect for 31 days after he left his employment?

CONCLUSION
Edison is not regarded as a “source of income” to Mr. Wood, and because we know of no other economic interest that he may have in Edison, we conclude that Mr. Wood does not have a disqualifying financial interest in any governmental decision involving Edison.  Therefore, the Act’s conflict of interest provisions do not operate to bar Mr. Wood from any decisionmaking activities involving Edison.


FACTS
Carl W. Wood was appointed Commissioner for the California Public Utilities Commission (“CPUC”) on June 9, 1999.  At the time of his appointment, he was employed by the Southern California Edison Company (“Edison”), a public utility under the jurisdiction of the CPUC.  Mr Wood terminated his employment with Edison on June 11, 1999, prior to taking his oath of office as Commissioner.  He took the oath of office on June 21, 1999.  Thus, Edison was a former employer of Mr. Wood at the time he became a public official.  

Mr. Wood and personnel at Edison state that all income due Mr. Wood from Edison at the time of his termination had either been received by him or had accrued to him at that point, all in the normal course of his previous employment.  Moreover, Mr. Wood terminated his relationship with Edison by taking early retirement, and has stated that he has no expectation of renewed employment with Edison.  

There is one transaction that Mr. Wood has a question about.  As a benefit of employment with Edison, Mr. Wood was covered under two insurance policies: a life insurance policy in the amount of $15,000, and a supplemental accident policy in the amount of $10,000.  Edison paid the premiums on these policies; both were group policies, part of the regular employee benefits package.  The insurance carriers are Aetna (life insurance) and UNUM (accidental death).

As of the date of Mr. Wood’s resignation, Edison stopped paying premiums on both of these policies.  However, pursuant to state law, both policies contained provisions extending  coverage for an additional 31-day period.  Section 10209(b) of the Insurance Code requires that these kinds of group policies contain a provision that, upon termination, the employee has a 31-day conversion privilege during which time he or she may apply for and pay the appropriate premium to continue the coverage under an individual policy.  Section 10209(d) provides that if the employee dies during the 31-day conversion period described in Section 10209(b), the amount of insurance the employee is entitled to under an individual policy shall be payable as a claim under the group policy, whether or not the employee had applied for the individual policy or paid the first premium on it.  In Mr. Wood’s case, this 31-day period expired on July 12, 1999.

ANALYSIS
Your question implicates the Act’s conflict of interest provisions, which prohibit public officials from making, participating in making, or in any way using their official position to influence a governmental decision in which they have a financial interest.  (Section 87100.)  As  a Commissioner of the Public Utilities Commission, Mr. Wood is a public official governed by these provisions of the Act (Section 82048), and your question presumes that Mr. Wood will at some point be making, participating in making, or using his official position to influence governmental decisions involving his former employer.  You wish to clarify, however, the extent to which Mr. Wood may have a financial interest in governmental decisions involving Edison, from whom he has until recently received income as an employee.    

An official has a financial interest in a governmental decision if it is reasonably foreseeable that the decision will have a material financial effect, distinguishable from its effect on the public generally, on (among other economic interests) any source of income amounting to $250 or more, received within 12 months preceding the decision.  (Section 87103(c); Regulation 18703.3.)  Edison is plainly a “source of income” to Mr. Wood, within the broad meaning of the term.  However, Regulation 18703.3(b) states an exception for “former employers,” as follows:

“(b) Former employers.  Source of income, as used in Government Code section 87103(c) and this section, shall not include a former employer if: All income from the employer was received by or accrued to the public official prior to the time he or she became a public official; the income was received in the normal course of the previous employment; and there was no expectation by the public official at the time he or she assumed office of renewed employment with the former employer.”

Your account of the facts indicates that all income from Edison was paid to or accrued by Mr. Wood prior to the time he became a public official, that this income was paid in the normal course of his previous employment, and that he has no expectation of renewed employment with Edison.  In particular, the post-employment insurance coverage which you describe is not income paid or accrued after Mr. Wood became a public official.  Coverage persisted for 31 days post employment because this was a term of the policies, the final premiums for which were paid by the employer before Mr. Wood left his employment.  Under these circumstances, it is clear that all of the criteria for application of Regulation 18703.3(b) are met, and Edison will not be considered a “source of income” to Mr. Wood, as that term is used within the Act.

Because Edison is not a “source of income” to Mr. Wood — and we know of no other economic interest that he may have in Edison — Mr. Wood does not have a disqualifying financial interest in any governmental decision involving Edison.  Therefore the Act’s conflict of interest provisions do not bar Mr. Wood from any decisionmaking activities involving Edison.

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

Sincerely,

Steven G. Churchwell

General Counsel

By:
Lawrence T. Woodlock

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





