
P.O. BOX 807 • SACRAMENTO, 95S0.! •.. 1100 K STREET BUilDING, SACRA.MENTO, 95814 

Ms. Carlotta Mellon 
Appointments Assistant 

to the Governor 
Governor's Office 

June 24, 1976 

State Capitol, First Floor 
Sacramento, California 95814 

Dear Carlotta: 

This letter is in response to our recent telephone 
discussion concerning the need, by appointees, to file 
Statements of Economic Interests pursuant to the conflict 
of interest provisions of the Political Reform Act. As 
the Appointments Assistant to the Governor, you were 
concerned that appointees receive full information, and 
appropriate forms, as to their financial interest dis­
closure responsibilities, as members of various boards, 
bureaus, co~~issions, etc., at the time the appointments 
were under active consideration. To permit you adequately 
to brief prospective appointees, you ask for a list of the 
agencies that would require disclosure of financial inter­
ests, tpe extent of the disclosure required, and an explan­
ation o~ why disclosure is required. Let me attempt to 
answer your questions. 

The conflict of interest provisions of the Political 
Reform Act (Attac~~ent A) are found in Chapter 7 of the 
Act, beginning at Government Code §87100~ This section 
contains a basic prohibition applicable to all public 
officials: 

"87100. Public Officials; State and Local. No 
public official at any level of state or local 
government shall make, ticipate in making or 
in any way attempt to use his official position 
to influence a governmental decision in which he 
knows or has reason to know he has a financial 
interest." 

s are to the California Government Code 
unless otherwise indicated. 
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Disclosure Provisions -~- Article 2 Filers 

The financial interest discl~sure provisions are to be 
found in Article 2, beginning at 587200, and Article 3, be­
ginning at §87300, of the Act. ~-ticlc 2 basically applies 
to high-ranking state and local p~blic officials, rna of 
whom are gubernatorial appointees. 

"87200. Applicability. 7~is article is appli­
cable to elected state officers, judges of courts 
of record, members of the P·clDlic uti Ii ties Comrnis­
sion, members of the State E:1ergy Resources Conser-­
vation and Development Commission, members of the 
Fair Political Practices Co~~ission, members of the 
California Coastal Zone Conservation Commission, 
members of the board of supErvisors, district 
attorneys, and chief adminis~rative officers of 
counties, mayors, ~ity managers, chief administra­
tive officers and members of city councils of 
cities, members of each of t~e six regional 
coastal zone conserva tion cC~1.1i ssions, and to 
candidates for any of these offices at any 
election." 

Appointees to positions or a~encles identified in §87200 
are required by §87202 to file, ~ot less than ten days prior 
to assuming office, a Statement of Economic Interests, Form 
720 (Attachment B) I disclosing i:-:'-lestments and interests in 
real property (not income) . 

Within thirty days after eac~ anniversary of assuming 
office, a Statement of Economic I:1terests, Form 721 (Attach­
ment C), disclosing investments, interests in real property, 
and income is required to be file~ (§87203) I covering the 
period since the previous sta temc::-;t was filed. Then, 1,tii thin 
thirty days after leaving office, a final statement, disclos­
ing investments, interests in reel property, and income during 
the period since the previous ste~ement filed under §§87202 
arid 87203, is required (§87204). 

Not all investments and interests in real property, however, 
arc reportable on these statemen~s. The definitions of invest­
~cnt (§82034) and interest in re~l property (§82033) are both 
]i i te,d to invest_rnents in bus! 230:3 en ities nd in teresT.s in 
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real property with a fair market ~alue of $1,000 or more, 
and in the jurisdiction of the agency. "Jurisdiction" mec:ms 
the state, with respect to a state agency; and, with respect 
to a local government agency, the region, county, city, dis­
trict, or other geographical area in which it has jurisdiction. 
Thus, an appointee to the Public Utilities Commission, a state 
agency, would report investments and interests in real property 
worth $1,000 or more within California, while an appointee to 
a board of supervisors would report investments and interests 
in real property, worth $1,000 or more, within that county_ 
When income is reportable (on anniversary and departure state­
ments), however, all income from any source, within or outside 
of California, of~50 or more, must be disclosed. Note, 
hOvlever, that the definition of "inco!ne", at §82030, does not 
include such things as salary and reimbursement of expenses 
from a state or local government agency, any devise or inher­
itance, and specified interests and dividends. The Instruction 
Manuals (Attachments B and C) to Forms 720 and 721 are very 
helpful in explaining what must be disclosed on each form. 
Basically, the financial interest disclosure responsibilities 
imposed on the high-ranking state and local public officials, 
covered by Article 2, are quite broad and completely statutory. 
The Fair Political Practices COITh"Tlission has no authority to 
increase or diminish the disclosure required of persons under 
Article 2, as the Government Code (§§87200-87207) compels 
this broad disclosure. To explain, more graphically, the 
conflict of interest disclosure requirements for Article 2 
and Article 3 appointees, I have put together a somewhat 
detailed chart, for each category, that shows who discloses 
what, when, with citations to relevant sections of the Govern­
ment Coqe. See Attachments D and E. 

Disclosure Provisions for Article 3 Filers 

Most gubernatorial appointees will be governed by the 
financial interest disclosure pr07isions of Article 3, begin­
ning with §87300, which requires every agency to adopt and 
promulgate a Conflict of Interest Code consistent with the 
provisions of the Article. "Agencyll means any state agency 
or local government agency (§82003). Appointees, if they 
are "designated employees", will be required to disclose 
financial interests in accord with the provisions of a Conflict 
of Interest Code which their agency adopts. Initially, §87302 
r ires each Conflict of Interest Code to contain a list of 
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positions within the agency whic~ involve the making or 
participation in the making of de=~sions which may fore­
sceably have a material effect 02 any financial interest. 
People appointed to or serving i~ these listed positions 
are called "designated employees" because of their ability, 
through making or participating i~ the making of decisions, 
to materially affect financial in~erests. 

SecoDdly, §87302(b) provides that each Conflict of 
Interest Code must require that each "designated employee" 
file annual statements disclosir.g reportable investments, 
interests in real property, and i~come. Thus, when a per­
son is appointed to a lIdesignated" position, the agency's 
Conflict of Interest Code will re~uire that person to 
disclose investments, interests in real property, and 
income. Just as we pointed out with Article 2 disclosers, 
however, not all investments, ir:.terests in real property, 
and income are reportable for Article 3 disclosers. First, 
only investments in business entities and interests in real 
property with a fair market value of more than $1,000 are 
reportable. Secondly, the investcent or interest in real 
property must be within the jurisdiction, as explained 
above. \'1ith regard to income, the amount must aggregate 
$250 or more within the reporting period (since the last 
statement was filed). And, finally, §87302(b) makes an 
investment, interest in real property, or income reportable 
by the CODilict of Interest Code only if the business entity 
in which the investment is held I theinterest in real property, 
or the income or source of inco:[\e may foreseeably be affected 
materially by any decision made or participated in by the 
"designated employee" by virtue of his or her position. Thus, 
it is 'up to the agency in adopting its Conflict of Interest 
C6de to determine, first, who will be a "designated employee". 
and secondly, what the scope of disclosure will be for each 
"designated employee". The agency drafters, with knowledge 
of the pmvers and responsibilities of each "designated 
employee" use their O\-7n judgTt1ent and discretion to estab-
lish the scope of disclosure appropriate for each "designated 
employee" under the II foreseeabi li",=-']" standard contained in 
§87302 (b) . 

In swm~ary, an appointee to an agency required to adopt 
and promu to a Conflict of Interest Code pursuant to Article 
3 (§87300) will have financi 1 i~~erest disclosure responsi­
bilit.ies if the appointee assu~es a "designated eDployee" 
position. ----The scope of f cial interest disclosure to 
which the appointee will be s bjectcd will be tailored to 
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the powers and responsibilities of the position. While all 
"de:;signated employees" will be required to disclose, they 
\·:ill fall into different disclosu!:"e categories. "Designated 
employees " exercising the broadest powers and responsibilities 
will be required to disclose mas':.:. broadlYi "designated employ­
ee:;s" exercising narrow powers and responsibilities will dis­
close:; most narrowly. 

ific Information Not Yet Available 

As you may know, most state agencies are now in the 
process of developing and adopting their own Conflict of 
Interest Codes. These Codes will become effective and subject 
designated officials, members, employe:;es and consultants to 
disclosure requirements only after approval of the Codes by 
the Fair Political Practices ComDission. To get the detailed 
information that you need to adequately advise prospective 
employees, you need to have: 

(1) The list of all "designated employees" for the agency 
in questioni 

(2) The disclosure category to which that particular 
"designated employee" is assigned. This will tell 
you the breadth of disclosure required of the 
individual being considered for appointmenti and 

(3) A copy of the agency disclosure formes) I which may 
be nearly identical to Forms 720 and 721 (Attachments 
B and C) . 

As most agencies are just nml beginning to develop their 
Conflict of Interest Codes, this information is not yet avail­
able. "I attach for your review, however, our latest list of 
deadlines (Attachlllent F) for sub!7lission of Conflict of In-terest 
Codes to the Commission. Revieiv of this lis-t \"1ill give you an 
idea of -the time frame for each agency. Some of these deadlines 
may be:; extended at the request of the agency, on a showing of 
good cause. 

Possible "Existi "Disclosure ements 

You should note, however, t~at some agencies already may 
have devel Conflict of Inter st disclosure requirements 
under the old Moscone Gover 1 Conflict of Inter st and 
Di closure Act. As adoption of a Conflict of Interest Code 
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was permissive under the Moscone ~~t, most agencies probably 
have not yet taken action to deve~op their Codes. Where an 
agency, however, has adopted a Co~e under the Moscone Act, 
that disclosure is currently req~~red by law, and will con­
tinue to be applicable until the ~gency adopts and has had 
approved a new Conflict of Interest Code required by the 
Political Reform Act. 

After you have had a chance to digest this rather 
complicated explanation of a very complex statute, I \'lOuld 
be pleased to discuss the matter with you, if you have any 
questions or you feel that we can be of further assistance. 
It was my thought, in drafting this rather lengthy explana­
tion, with attached charts, that it would be helpful to you 
to understand, generally, the disclosure requirements of the 
Act in order to give a full explc~ation and briefing on 
disclosure requirements to prospective appointees. For 
that reason, I have gone to considerably more detail on 
Conflict of Interest disclosure than would have been required 
for a simple answer to your inquiry. 

EAK/g 

A-t-tachments 

Si:lcerely, 

p. //' -~/ 
.----£f/~ /-Z. P--'--L_ 
Edgar A. KerrZ ~ 
Staff Attorney 
Conflicts of Interest 

Division 
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Every peES on identified. by position. in an agency Conflict of Interest Code. as a "designated employee" is 
required to disclose "reportable" investm0nts~ intercs~s in real property, and incomc. ~/ 

~n investment. interest in rCJl property, or income is made reportable by the Conflict of In crest Code if, 

(a) the husiness en cit y in which the investn011t is held. 
(b) the interest in reil1 property, 01' 
(e) the income or sou ret) of inco.71e I 

may forcseeilbly be affected materiil11y by any decision made or participated in by thc "Jesign ted employec" 
by virtue of his/her position. ~/ 

(a) Persons h(?..!:_cj_:..!]_y~ "dc>si'..j!l.Jtcd "mplotlcC" positions [;'le w.i..thin 30 da.IJ!~ ilftcr the (·rft}cti\!(· 1;'.lt(' 

Conflict of Intere.';(: Cod". 
!I S d ( l (']' i1::; :~ lJ ill .i Jl (I o! r :' c"· • 

t:l1l' 

( 1) ) .v,· wei v i 1 .'; (' r vic {. ,. <i (.:; f <1 :'),j t (' (} (~tII P loy 0 C' s .. f i I (' I" i t: 11 i II 3 
( c) 1111 () t : II • J: 11 L' \.; ,. d L' [; i ~! Jl >1 ted (! );j P 1 () IJ C c.' ~.'" {j 1 e n () t 1 e sst 11 d 

to confirmation, 10 d~ys before bcillq confirmed. 
o (l~IUs bf'Lorc l'ls:;l!mji':~: /"1'1,,/' (':', i.' ."l;l •• :"""t 

The first statemcnt filed l;1j c1 "dt..·siqn..:.Jted employee" is required to include reportublC' iJlVL'~s·t,'7;t,'lIt8 LIJlr.; 

interests in real property (not income). 

Thereafter. each "designated employee" is required to file an annual stiltement di closing repo~tab1e 
investments. interesti in real property. and income. i/ . 

The definitional citations and other information .concerning investments. 
and income contained in Columns I, II and III of Attachment "D" are applicable 

interests in real property. 
to Article 3 filers as wul1. 

?/In addition. an agency may require disclosure of any position as director. officer. partner. truste 
cmp]oyc0, or manaqemunt, with a business entity since tilis business entity rela~QRship C2n be the bdSis for 
disqualification by a "designated employee", This would bring diso10sure and disqualification requirements 
.i n t 0 [; n m:;; L' try. 

.. 
~/Covernment Code Section 87302(b). 

1 Jl .1drJiLj()ll, ."Hi ilf.}uncy "may" r{~quirc a leJv::n~J office st tL'mC'nt to b~} tiled, within 3U days d.{t'er 

leu'.: .~.(; office', with t.he saJl7e disclosure dS required by the dnt:UJl ,stulewC'nt· 

,. 
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The agency 51. with knowledge of the powers and responsibilities of its personnel, exercises its judgment 
and discretion to determine: 

(a) who is to be a "designated employee"; and 
(b) what the scope of disclosure for each "designated employee· or category of "designated 

employee" shall be. 

In ma)dng this determination. til.> agency is bound by Sections 82019 and 87]02(a). widell dL'fine "d":;iundtL'd 
employee" and bl) Section 87]()2(b), which explajns k'hat financial interests ar<..' reportilble, 

7, "/)""_i".~s_c;~~.~~~~~ Every Conflict of Interest Code must require disqualification when a "designated employee" hil financial 
interest as definr:d in s<:ctiolJ 8710]. which it is reasonably foreseeable may b lIlateri .. Jlly [':'(:1:,-,<1 by tll.., 
decision, No "designated employee" is required to be disqualified. however. when the m~tt~r tissue 
legally could not be acted upon or decided without the participation of the "designated employee·, NOTE: 
Because disqua.lification is linkr>d to the defilliti~n of financial interest in soction R710i. 11 o( tvilich 
iD !lot r(\t"[uited to bo disclo!;C'd, d "clc'signJted ernp,loljcc:,11 mily be: required to rJisqudliftl l1i /11C'r:;('lf i'('(:.lU:;P 

Of'd nOl1-dJ:;cl.o::('d l>u~;il1c'SS "11(.1(// rl'.1dtio:l.(·;}:ip. H(\C.1118{· of' t}lt .. ; al1()1\1n}~l' i;(Jf))(' .)'l""l('i(':~ lJr1f t() 1'1>';111',',· 

di:\clo:';UI:C of ;111':J posit-ioll /l!; djr('cLor, O[[iCf}r, lhll"tnl,'r, tl"Ustec, crnplol/vc, or mdll,J~!(,1:11'Jlf h!LL;; ,1 :)!1~;1:1('t.S< 

C'll t.i ttl, tl 

~/~ubject to the approval of the Fair political Practices commission. Government Code section 87]03. 

tlGovernment Code Section 87l03(d). 


