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near Mr. McCarty:

This is in response to your iottct requusting advicu

concerning the conflict of interest provisions of. the Political

Reform list of 197k Thlé; advice is provided pursuant to

Government Code Section 831mm]. The facts as I understand

them atc as follows

You its a nrmher of the city Council of Led). You have

made o1 loan to the owner“. of a newspapvr 0f Jocdl circulution

and have luceivcd as sccutity for that ion u 112041 at trust

on a iot located 1" Lodu The toms of the Loon provide for

a payment at 9 percent oi the principal (SIUMUU) unnuniiy

as interest, with the fu)l amount at the prxticlpal due and

paysoit- on June 20, 1982‘ The newspaper pinns to bid 101

sons of the business of carrying legal notices for the city

or ten You have the, or this set or
tacks as well as whethex there would be any addlLLonal con-

sequences If you converted the loan into shares in the nowspapor.

In addition, you receive interest from some iocai iinanoiai

institution on an account which you have with them.

The Political Reform Act of 1974 requires you, as a

Elly councilman. to £112 statements at economlc lutetests at

various tunes, and to disqualify yoquElC from making or

paytmipoting m qovcrnmontoi decisions which viii foreseeahly

have a material {inancnal effect on a source of income to

you, on a business entity Ln which you have an investment or

are a uirecior, otiicet, partner, trustee, employee or hoiu

any position 01 managemenL, or on real property 11’) which you

have 4n interestr , ‘

Under the disclosure provisions of the Act, you are

raguired to dwelose invisstments and interests in real prayerty

when filing a nociaration of canuitiucy, upon rissnming ottice,

annually and upon Leaving officE. In addition, you are
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required to disclose income annually and upon leaving officer

Sec Government Code Sections 87200, iE m. The term "income"

as oefined in the net includes forgiveness or payment of

indehttdness, Government Code Section wow, so that if you

receive more than 5250 in repayment of either the principal

or interest of the loan during the poriud covered by a statement

of economic interests, you must disclose Lhc owners of the

newspaper as sources oi income on that stetement. In addition.

the term "interest in xeal property" includes any hencticial

or Ownersnlp in property, Government Code Section 24203:, and

you are therefore required to disclose the deed ot‘ trust on

the lot which is security for the loan on any statement of

economic interests which covers a period nurilig any part of

which you held the deed ot trust.

with respect to the interest you receive on accounts

you hoid with financial institutions, the deiinition of

"income“ exciuaes interest, dividends or premiums on a time

or demand deposit in a financiai institution, including

shares in a credit uliloni Government. (‘odu Section amnion“.

This interest is thcrccme not reportabie. if you have iiny

further questions concerning exactly how to report any of

these interests, please feel free to contact either Alice

Hughes or Glna Lunetta of this office at (91c) 3224444.

With respect to disquaiiiieation, the Political Reform

Act provides that:

No public official at any levei of state or local

government shall make, participate in making or in any

way attempt to use his oificiai, position to influence

governmental decision in which he knows or has reason

to know he has a financial )nteresti

Gov. Code 5.17100.

An official has a financial interest in a decision

within the meaning of Section «nan if it is reasonauiy

ioreseeebie that the decision will have a material

financial effect, diatinguishatle from its effect on

the public nenernlly, an:

(37 Any busintss entity in which the puhiic official

has a direct or indirect investment worth more than one

thousand dollars i$1,wn);
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1o) hny real property in which the public official

has a direct or indirect interest worth more than one

thousand dollars ($1,000);

(c) Any source of income, other than loans lay a

commercial lending institution Y} the mullet course of

business on terms available to the public without regard

to official status, aggregating two huntired fifty dollars

45250) or more in value provided to, received by or

promised to the puhlic official within twelve months

prior to the time when the decision )5 made; or

Ad) Any husihess entity in which the public official

is a director, officer, partner, trustee, employee, or

holds any position of management. ,

nevi Coda $87103.

As the terms of the loan provide (or a payment to you

of approximately $900 annually from the owners of the newspaper,

Government Code Sections 67100 and 8710} do require you to

refrain from making or participating in any decisions which

could have a material financial eifect on them. Enclosed IS

a copy of the regulation of the Fair political Practices

Commission which contains guidelines for determining if a

financial effect is material. You can apply these to the

amount of business the paper is hidding on to determine

whether the decision to grant the business to the paper

would have a material elfcct on it. Assuming that the people

to whom you made the loan are majority shareholders of the

paper and operate it, an effect upon the paper can he assumed

to he an effect upon them as welli consequently, if the

decision to either accept or reject the newspaper's hid

would have a material csfeet on the paper, you should not

vote or otherwise participate in that decision.

If you were to obtain shares in the newspaper, and

those shares were worth more than $1,000, you would he required

to disqualify yourself from decisions which would have a

material effect on the paper regardless of whether or not

the owners of the paper were sources oi: income to your In

addition, although this agency does not interpret Government

Code Stction 1090, which is not part of the Political Reform

Act, that section may come'into effect depending on how

grr‘at an interest in the paper you would he ObLainlngi l
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tnerefore urge you to consult the City Attorney or prlyste

souuset concernlnq (he sppllcatiun ef Section 1090,

:unully, sltneugn lt is nut immediately apparent that

any such declsions are uttere the Ctty council, you must

ulso refrsm lrom partlciuating dn any decisions winch would

have u materxal finsnctal etfcct on the lot whlc‘n serves as

securlty fur the loan to‘lhe owners of the newspaper, A5

Lhe intezest you receive tram the financial instltutlcn )5

not )ncume, your receipt. of it does not rnqulre you to disqualify

yourself from declsmns which would guest those insltutauns.

If you have any further quesuons cuneernlng this matter,

please do not hesitate to contact no nguln.

smcerely, .

/Sarah 1-. Cameron

Deputy culuf for

Conflzcts of InLErests

Legal Divlslon

swarm: .
Enclosure
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