
82030 

De compensa on as income -- standards. 'lq (IS 

In resolving the questions asked by Judge Elmore, 

the Commission dec that: 

1) Payments from State Retirement tern (PERS) are 

not income but are "salary" within the meaning of 

82030 (b) (2) ; 

2) Stocks and mutual funds held by the deferred compensa­

tion program for state employees are reportable in­

vestments if the thresholds are satisfied; 

3) investments held by deferred compensation frequently 

need not be disclosed because they are not in the 

offic lIs disc categorYi 

4) there must be a foreseeable and material effect on 

the investment held by deferred compensation before 

the official will be disqualified; 

5) in the case of a mutual fund, the mutual fund is the 

investment and is no p ced unless the official 

has a 10 percent interest in the fund. 

Thi i is consistent th McKenzie letter 

but overrules the Simon letter. 

TP:JO 



tate of Caii[or1z/a 

air Political Practices Commissioll 

Jc:nes D. Sir::cn 
Steff Attor:tey 

BOX 807 • SACRAM1:NTO. 9: 

June 27 I 1977 

Department of Ber.eii t Paym'':::lts 
744 P Street 
Sacramento, California 95814 

Dear Mr. Simon: 

1100 K STREET BUILDING, SACRA},AENTO, 95814 

This is in response to your letter of 31 May requesting 
informal advice concerning whet.her un r t.he Department's 
Conflict of Interest Code signated employees are required 
to report as an "investment" or a " ouree of income", contri­
butions to the State of California Ceferred Compensation Plan 
for employees. 

Our advice is that they n not be reported. Having 
analyzed the descriptive materials of the plan, we cannot 
conclude that any of the various insurance plans are 
"investments". Article X of the pl~n clearly states: 

"The State shall h vc the sole ownership of all 
investments mad(~ pursuant to this Plan and no 
participant shall have Jny interests therein or 
the right to acquire the same." 

Furthermore, Government Code §82034 xcludes "any insurance 
polIcy" and seems to rC"quire an ownershi.p interest of some 
nature in order to constitute arl "investment". Similarly, 
S82030 which defines "incom~" excl os from that definition 
both "salary from a state Cjency [§82030 (b) (2) J and "any 
insurance policy" and interest or deposits in financial 
ins tutions and shares in a credit union [82030(b) (7)]. We 
think the deferred sa ary plan, t ken as a who f is "salary 
from a state agency" within t ing 0 582030 (b) (2). We 

Ii ve that e Ii i its formal inion No. 
074. Richard J. Moore, s con lusion. We do no 
believe t re rt ng and di lification) by 

signated emp eos of their par ipa ion in is plan is 

TECHNICAL A5SIS r ANCE AO""~JlsrRA liON '., ' ' . • l"! { ;!, 'it {l ,,-. ,',; 



James D. Simon 
June 27, 1977 
page ,two 

intended or necessary under the Political Reform Act. 

Thank you for writin. I trust this answers your question. 
If I can be of further ass i-stance, please feel free to calIon 
me at 2-6444. 

KWG:mfa 
Attachment 

Sincerely, 

Kenneth W. Goshorn 
Research S cialist III 
Conflicts of Interest Division 



te of Califorrtia 

Commissioll 
SACRAMENTO, STREET BUILDING, SACRAMENTO, 95814 

Mr. Vincent V. MacKen i 
Ch f Counsel 

Resources Conservat on 
and Development Commiss 

1111 Howe Avenue 
Sacramento, CA 95825 

une I, 

Re: 

Dear Mr. MacKenzie: 

97 

in t No. 77-012 

nk you for your ter of 
ing the Commi sion to issue n op n 

1 25, 1977, request­
concerning certain ques­

tions rai your age IS confli terest code. 

The Commission 11 not issue a 1 opinion 
this matter because the st pre s no substantial ques-
tions of in ation u the Pol tical Reform Act. 
2 Cal. Adm. Code §18320 (b) However I trust the following 

formal advice will suffice to resolve the matter. 

Government 
asslliueyour either 
fXJ:.rates 
That secti provides, 

a formal 

TECHNICAL ASSISTANCE 

.. I stment" means 
or securi issued 
01 ing t no 1 
f rr stock, r 

struments 
inter 

1 It Iso s 

• tXi:CUIIV£ 

(I 
or incor-

requesting e 
sion, the 

• [NfORCEMENTCONfliCT OF INTEREST 

) . 

i 



Mr. Vince t 
Two 

'June 1, 1977 

inc 
any 
ind 
rect 
terest 

eKen i 

shar 0 

or tr t 
se owns, d 
lly I ten 

Thus, as indicated in let I an empI 
SL~ent s referred to in your lette 

ve tlnen t" Llnd sect of 
interest" as defi in Governmen 
California til es which 

e not bu i entities in i the erop 
vestment unles un 1 the employee's 
exceeds 10% of total asset of t 

to se in situa 

, indi­
ent in-

s in 
"in­

ne 1 

s have an in­
terest in the fund 

Such does not 

Since do not have an stment the 
utilities themsel f the only rema question is whether 
decisions materi ffe ting one or more of utilit s 
will "foresee ter ial f ncial effect" on the 
mutual funds ee 87103. This may, of course, 

on the si iversi ication of 's invest-
ments. Althoug you have pr us wi no if for-
mation concerni this, we i it clear, in ight of our 
knowl of two mutual fu s in s on, that i will 
not" seeably" cur s a res It f deci ion of 
Accordingly, barring some unus 1 evidence of unfore e 
impact of ency decision , the employees question are not 
barred by Government Code §87100, or s ilar provisions your 
confl t of interest code, from mak ng or parti ing in 
cisions concerning uch California u ilit by virtue of their 
possession stment in the subject mutual funds. 

I tru is answers your ques on. Thank you for 
writing. If we 
Kenneth Goshorn 

can be of any fur r assistance please call 

If you wish to appeal 
may do so pursuant to 

MB :MB: jo 

Conflict of Interest Division at 322-6444. 
the den 1 f your st, you 
2 Cal. Adm. Code S18321. 

Sincerely 
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