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setsion . 56503 ORIGINAL

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA

Investigation on the Commission’s )
own motion for the purpose of
adopting a Conflict of Interest Case No. 10084

Code to govern the conduct of the (Filed April 20, 1976)
Coumission and its employees.

Donald B. Jarvis, Attormey at Law, for the Division
of Examiners of the Commission, respondent.

A. L. Gieleghem, for himself, protestant.

Kemneth J. Kindblad, for the Utilities Divisien
staff of the Commission; Alan R. Link, Attorney
at Law and Richard T. Gleed, for Californiz
State Employees' Association; Ann Mu ,
Attorney at Law, and Sylvia Siegel, tor TURN;
Julian Ajello and Bruce Blamming, for
Professional Engineers in California Government;
John Dutcher, for himself; and H.:W. Hughes and
J. C. Kaspar, for California Tricking
Association; imterested parties.

Thomas J, MacBride, Jr., Attorney at Law, for the
Commission staft.
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INTRODUCTION
ISSUES

DISCUSSION OF ISSUES - CONFLICT OF INTEREST CODE
1. Applicability to members of Commission.

Z. fpplicability of term 'designated employee"
to ail emplovees.

Employment classes within and excluded from
definition of designated emplovee.

Inclusion of advicors and consultancs
along with Executive Director ané
General Counsel for rTepoOrting purposes.

Frec admission, food, beverages, or similaz
nominal benefits 2t an event 2t waich an
employee specks or provides ¢ similar sezviee
a0t concidered a gift or income.

Requirement that designated employees report
and divest themselves of investments in
holding companices and conglomerates which own
regulated subsidiaries.

Lists of names of regulated business encities
available.

Lists of names of conglomerates and holding
companies owning regufated subsidiaries not
available.

Designated employees wequired to repor: but

70t o divest themselves of: investments in
mutual funds, insurance companies, banks, and
othex financial institutions having investments
in regulated business entities.




Subiject

Designated exployees not required to report
sud divest themselves of regulated business
entities not doing business in California
and not regulated by this Commission.

Designated employees not required to repert
lavestments in all publicly owned securities
and private limited partnerships and trust
certificate interests.

Designated employees not required to report
interests of their spouses and dependent
children in all reportimg situatioms.

Designated employees not required to disclose
memberships on Boards of Directors.

Procedure for disqualification of designated -
employees.

2. No conflict of interest arises because
a designated employee is himself a
member of a class of ratepayers or has
a firnancial interest in a ratepayer who
is a member of a class of ratepayers.

Procedure for purging conflict of imterest
by divestment of f£imamcial interest.

Procedure for disqualification before
hearing begins.

Procedure for disqualificatiom after
hearing begins.

Motions to disqualify to be filed prior
to first day of hearing.

Designated employees required to show the date
of acquisition and disposal of investments and
interests in real property acquired or disposed
of during reporting periods subsequent to
initial report. :

Designated employees required to report loaus
(other than those from certain relatives and
from commercial lending Institutioms in usual
course of business).
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Subject

Designated employees required to Tepore
‘none" if they have no reportable
investoents or income, Blank s¢hedules
are not acceptable.

Copies of reports of designated employees
to be made avaflable for Inspection in
San Francisco, Los Angeles, and Saeramento.

Executive Director to supply designated
‘employees with report, disqualification
and civestment forms and an instruction
manual. ‘

Training program to be established by
Executive Director.

Counselor =o be a ointed o assist des? ted
P2 Zna

employees with requirements of Conflict of
Interest Code.

Executive Director to <ssue rulings
regarcing interpretation and application
f Conflict ¢f Interess Coce.

Effective date of Conflict of Interest Code.
Disposition of suggested modifications of
Conflict of Interest Code not conforming to
and furthering purposes of Political Reform
Act of 1974 2md Section 303 of Public
Utilities Code.

IV. TFINDINGS

V. CONCLUSION

VI. INTERIM ORDER
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On April 20, 1976 the Commission fastictuted anm order of
investigation for the purpose of adopting a Conflict of Interest
Code that shall govern the conduet of the Commission and its
employees. A proposed Code was attached as Appendix A to the
order of investigation.

Copies of the order and attached proposed Code were
delivered by the Executive Director to each Commissioner and to
each Commission employee, except those eoployed in job

classifications listed under Title I, Section 2{e)(3), which job

classifications wexe excepted from the definition of "designated
employee".
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Written comments were submitted by various parties and were
zeceived in evidence as Exhibits 1 through 14. Public hearings were
held before Examiner Clime in San Francisco om May 24, 1976 and in
Los fngeles on May 28, 1976. The matter was taken under submission
upon the £iling of late-filed Exhibits 15 through 13 on or before
June 3, 1976, and the filing of Volume 2 of the tranmscript on
June 9, 1976.

At the outset of the hearing Mr, Gieleghex moved that
Exeminer Cline, the assigned Comnissioner, the Commission en bane,
and Mr. MacBride, the staff coumsel, disqualify themselves from
further paxticipatior in these proceedings because of thelr inherent
conflict of interest. He suggested that a hearing officer from the
Office of Administrative Hearings be designated to conduct the hearing
and o prepare the Conflict of Imtexest Code to be submitted by the
Cozmission to the Faixr Political Practices Commissiom.

Mrs. Siegel of TURN also moved that Examimer Cline, the
presiding officer, disqualify himself because he is an esployee of
the Commission who will be subject to the Commission's Conflict of
mterest Code which is the subject matter of this proceeding. She
suggested that a Worker's Compemsation Judge be designated to comduct
tae heawing for the Commission. She also requested a proposed report.

The motions were opposed by Mr, Jaxrvis and Mr. MacBride on
the ground cthat the Political Reform Act of 1974 provides that the
Commission's Conflict of Imtexest Code shall initially be prepared
by the Commission itself and that the Intent of the act was that the
vexy people who would be zffected by the Code have an opportumity to
contribute to the preparation of the Code. An independemt zeview
of the Commission's Conflict of Intexcst Code will be provided by the
Fair Political Practices Commission prior to its zpprowval of the Code.
The motions to disqualify were deniled by Examiner Cline for the reasoms
stated. 7he Commission hereby approves and confirms the denial of the
disqualificstion motions of Mr., Gicleghem ard Mrs., Siegel.

-
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Because all parties to this proceeding will have a
further opportunity to present their views regarding the Commission's
Code to the Fair Political Practices Commission before it approves

or modifies the Code, the motion of TURN for a proposed report is
hereby denied.

The provisions of the Political Reform Act of 1974 pertaining
to the drafting and adoption of a Conflict of Inmterest Code, which arxe
set forth In the Government Code, read as £ollows:

87300. Every ageccy shall adopt and promulgate
a Conflict of Interest Code pursuant to tke
provisions of this article. A Conflict of
Interest Code shall have the force of law and
any violation of a Conflict of Interest Code
by a desigrated cmployee shall be deemed a
violation of this chapter.

* % %

""87302, Each Coaflict of Interest Code shall
contain the following provisions:

"la) Specific enumeration of the
positions within the agexncy
which invoive the making ox
participation in tke making
of decisions which may fore-
seeably have a material effect
on any f£inancial interest;

Requirements that each designated
erployee £ile amaual Statements
disclosing reportable investments,
Interests in real property and
Income. The Conflict of Interest
Code shall set forth for each
position or category of positions
enumerated under subsection (a)
of this section the specific
types of Investments, interests
in real property and income which
axe reportabie and the manmer of
reporting each Ztem. An invest-
ment, Interest in xzeal property

-3-
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or income shall be made reportable
by the Conflict of Interest Code
if the business eatity in which
the investment is held, the interest
in real property, or the income
or source of income may foreseeadly
be materlally affected by any
decision made or participated in
by the designated employee by
virtue o his position.  The mammer
o :eporting reportable items shall
be substantially equivalent to the
requirements of Article 2 of this
chapter, The first statement
filed under this section by 2
designated employee shall disclose
any xeportable investments and
inierests in real property.
tatements shall be £iled by each
designated employee within tbirgy
days after the cffective date o
the Conflict of Interest Code.
Thereafter new eivil service
designated’ employees shall file
Statements within thircy days
after assuning office. All other
new designated emplioyees shall
£ile statements mot less than ten
days before assuming office or
if subject to confirmation, ten
days before being confirmed, unless
an earlier assumption of office is
required by emerﬁency circumstaaces.
The provisions of the Conflict of
interest Code adopted under this
subsection shall not be applicable
o any designated cmployee who is
covered by Article 2 of this
chapter,

Specific provisions scetting forth
any circumstances wmder which
designated employees or categories
of designated employees must
disqualify themselves from maki

ox participatin% in the making o
is

any decision. qualification

~lym
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shall be required by the Conflict
of Interest Code when the designsted
employee has a firancial interest
as defirned in Section 387103, whichk
it is reasonably foreseezble may be
affected materially by the decisiom.
No designated employee shall be
required to disquelify himself with
respect to any matter which could
not legelly be acted wpon or decided
without kis paxticipation.
"87303. No Conflict of Imterest Code shzll be
effective watil it has been approved by the Code
reviewing body. . . .

* k%

"87209. No Conflict of Imterest Code or amerdment
sball be approved by the Code zreviewing body or
upkeld by a court 1f ft:
"{z) TFells to provide reasonable assurance
that 2ll foresceable potentisl con-

£lict of interest situatioms will be
discleosed or preveated;

"(b) Fails to provide to each affected
person a clear and specific state-
nent of his duties under the Code;
or

“(c) Fails to adequately differentiate
between designated exployees with
different powers and respomsibilities.

"'87310, If the duties of a designated emplovee are
$o broad or indefinable that the requiremeants of
Scction 87309 camnmot be complied with, the Confliet
of Interest Code shall require Zhe designated
enpLoyee to couply with the requirements of Axrticle
2 of this chapter,

"87311. The review of proposed Conflict of Interest
Codes by the Commission and by the Attorney Generzl
and the preparation of proposed Conflict of Interest
Codes by State agencies shall be subject to the
Administrative Procedure Act. . . .




C. 10084 ek

Sectlion 303 of the Public Utilities Code reads as follows:

"302. No persom in the employ of or kolding any

official relation to any corporation or person
that is subject in whole or iz part to regulation
by the commission, and no person owning stocks or
bonds of amy such corporatiom or who is in any
nanner pecuniarily interested therein shzall be
appointed to or hold the office of commissioner
ox be appointed or employed by the commission.

f any such person becomes the owner of suck
Stocks ox bomds or becomes pecumiarily interested
in such corporation othexrwise than voluntarily,
his office or employment shall become vacant
unless within a reasomable time ke divests himself
of such owcership or interest."

Those suggested changes In the proposed Code made by various
appearances and witnesses during the couxse of the proceeding which
have been incorporated in BExhibite 1 and 1-A of staff coursel MacPride
with a recommendation that they be adopted by the Commissiom are
considered noncontroversial amd have been included inm the Conflict of

cexest Code whick Ls attached to this decision as Appendix A. Copies
of Exhiblits 1 2ud 1 A are attached hereto as Appendix B.

Cther suggested changes which are either rejected or adopted
and othexr changes wade by the presiding officer arnd adopted by the
Commission are discussed below.

Tesues

1. Should the Conflict of Interect Code be made applicable to
zecbers of the Commission?

2. Should all employees of the Commission be included within
the definition of designated employee?

3. Should the Conflict of Intcrest Code specifically list those
employment classes Included withinm the definition of designated

empleyee as well as those employment cizsses excluded £rom such
definition?
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4. Should Advisors and consultants to Commissioners be
included along with the Executive Director and the Gemeral Counsel
in proposed Section 12 of the Code for reporting purposes?

5. Should frez zdmission, £ood, beverages, or similar nominal
benefits provided to a person at the event at which he speaks or
provides a similar service not be comsidered a gift or income?

6. Should designated employees be required to report and to
divest themselves of Investments in holding companies amnc conglomerates
which own subsidiaries which are subject to regulation by this
Commission?

7. Should the Executive Dirxector be directed to cause to be |
prepared and to keep on file lists of the names of business eatities
which are subject to regulation by this Commission?

8. Should the Executive Director be directed to cause to be
prepared and to keep on file lists of conglomerates and holding
companies which ovm subsidiaries which are subject to regulation by
this Commission?

9. Should designated employees be required to report zmd to
divest themselves of investments in mutual funds, iansurance companies,
banks, and other fimancial institutions which have included in their
reports to investors investments in business entities which are subdbiect
to regulation by this Commission?

10. Should all designated exmployees be required to report and to
divest themselves of investmeats in business entities of the Cype
regulated by this Commission and doing businecs in other states of the
United States but not doing business within the State of Californiz
and not subject to the regulation by this Commission?

-7=
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11. Sbould all desigmated employees be required to report
investments in all publicly owned securities and private limited
partnerships and trust certificste jnterests?

%2, Should the Comflict of Iaterest Code require the desizmated
employees to report the interests of their spouses and dependent
caildren in all xeporting situations?

3. Should the Conflict of Interest Code require disclosure by
cesignated employees of their memberships on Bosrds of Directoxs?

14. Waat provisions should be included inm the Conflict of
Xeterest Code regarding the procedurz for disqualification of
designated employees?

15, Should a designated employee be required to skow the date
of acquisition and disposel of imvestments sad interests in reel
propezty acquired or disposed of during the Tepoxting pexlods
subsequent to his initial report?

1l6. Should designzted employees be required to report loz2ms
from business entitles aznd persoms other than close relatives?

17. Sheuld a designated employee be requized to £ile a report
indicating "none" 1if he has no reportable Investaent or income?

1§. Szould copies of the reports £iled by the desigpated
erployces be mede availanle for public Inspection at offices of the
Comnicaicom i San Fraacisco, Los Angeles, a2nd Fresno and at tae
cffice of the raix Politlical Practices Commission in Sacroments?

12. Should the Executive Director be directed to supply to tze
designated exployees the report, disqualificatior, and divesiment
forms which are required to be £Iled Ly the desizrated employess
Puarsuant to the Conflist of iamterest Code and an imctruction manuval
pextaining to compliznce with the Comflict of Interest Code?




20. Should the Executive Director be directed to establish a
training progran to explain the Conflict of Imterest Code and the
Political Reform Act of 1974 to the designated employees.

21. Should the Comafssion provide a counselor to assist
{adividual designated employees with the preparation end £iling of
reporss, disqualification, and divestment statements required to be
filed by the Conflict of Interest Code?

22. Should the Conflict of Iuterest Code provide that the
Executive Dircstor may Lssue rulings and opinions wish respeet to
Guestions of designated employees which may arise regarding the
interpretation and applica:ion'of the Conflict of Interest Code?

Wazt should the effective date of the Conflict of Interest

Wnat disposition should Le made of sugpested zodifications
€o the proposed Conflict of Interest Cole which do not conform to che
requiraments and further the purposec ¢f the Political Reform Act of
1974 and Section 303 of the Fublic Uzilities Code?

Disoussion

«. Should the Conflict of Interest Code

be made epplicable to mezbers of the
Conmission?

Meabers of the Public Utilitics Commission 2re covered by
Articie Z of Chapter 7 of the Political Reform Act of 1974, as
amended.,  Seetlonm 87302 of this cct in part specifically provides:

"87302. . . . The provisions of the Conflict of

Interest Code adopted under this subsection shall
Dot be gpplicadble to any designated exployee who
Ls covered by Article 2 of thi?achapter.'

Accordingly, the reporting provisions of the Commission's
Conflict of Interest Code will not be applicable to members of the
Commission.
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2. Should ail employees of the Commission
be Iincluded within the definition of
desionated emplovee?

Section 82019 of the Political Reform Act of 1974 makes
ciear that only those officers, employees,and consultants whose
positions emtail "the making or participation in the maiking of
decisions which may foreseeably have a material effect on any
financial interest! axe to be made subject to the Commission's
Confiict of Interest Code by being included In the definition of the
rerm "designated employee”.

Subsequent to the submission of this proceediag the Fair
Political Practices Commission on August 5, 1976 after holdimg hearings

amended 2 California Administrative Code Section 18700(¢) to xead
as follows:

"(2) A public official or designated ecmployce
participates in the making of a govermmental
decision' when, acting within the authoxity
of his or her position, he or she:

(1) Negotiates, without significant
substantive Teview, with a govern-
mental entity or private person
regazding the decision; or

(2) Advises or mekes recommendations £0
the decision-maker, either directly
or without significant intervening
substantive review, by:

(A) Corducting research or making
any investigation which requires
the exercise of judgment on the
part of the official or desig-
nated employee and the purpose of
which 1s to influence the decision; or

Preparing or preseating any repor:k,
analysis, or opinion, oxally or in
writing, which requires the exercise
of judgment on the part of the
official or designated employee and

the purpose of which is to influence
tke decision.”

-10-
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The Commission has taken official notice of amended 2
California Administrative Code Section 18700(c) in determiming which
of its employees should be included within the defimition of
"designated employee" and thereby should be made subject to the
provisions of its Conflict of Interest Code.

Even though Section 303 of the Public Utilities
Code provides that no person shall be employed by the Commission who
owns stocks or bonds or is in any manmer pecuniarily interested in a
corporation or person that is subject in whole or inm part to regulation
by the Commission, the Commission's Conflict of Imterest Code will mot
be applicable to the large number of Commission employees who are mot
involved in making or participating in the making of decisions which
may foresceably have a material effect on any financial interest.

3. Should the Conflict of Interest Code
specifically list those employment
classes included within the definitiom

of designated employee as well as
those employment classes excluded from
such definition?

The proposed Code, as amended, defines 'designated employee”
a3 any person employed by the Commission, imcluding Civil Service
exployees, Civil Service exempt employees, and consultants, except
the following:

(1) ALl persons employed in the Administrative

Sexrvices Division of the Commission except

the Chief of the aAdministrative Services
Division and the Fiscal Officer.

(2) A1l persoms employed in the Reporting
Branch of the Examirners Division of the
Conmission.

(3) All persomns employed by the Commission in
certain listed employwent classes.




C.10084 /bl *

Section 87302(a) requires speéific enumeration of positions
which are subject to the Code. Therefore, the Code should not conzain
a catchall provision which may result in certain persons being made
subject to the Code who are not involved in the meking or participation
in the msking of decisions of the Commission.  The Code adopted by the
Comanission will specify those exployment classes which are Included
within the definition of "designated employee" and those exployzent
classes which are excluded from the definition of "designated
employee”. Then ezch employee may easily determine whether he has
been intentionally Included or intentionally excluded by the Commission
from the definition of "designated employees'.

‘The Code should also provide that coployees in ecployment
classes which may have been inadvertently omitted from eithexr list or
which may be newly crested will be excluded from the definftion of
“designated employee' unzil sueh time as the Code has deen specifically
amended by the Commission to include their eaploynent classes within
the meaning of 'designated employvee'.

The Code should further provide that coployees in
employment classes which are fncluded within the definition of
Ydesignated employee”, but who are on terminal vacation or sick leave
immediately prior to retiremeanr £rom or termination of their
eoployment in the service of the Public Uzilities Commission of the
State of Californf{a and at the time this Code becomes cffective,
shall be excluded from the definition of "designated employee" since
such employees will not be participating in Commission action

subsequent to the effective date of the Code.

4, Should Advisors and Consultants ©
Commissioners be Zncluded along with the
Executive Director and the Ceneral Counsel
in proposesd Section 12 of the Code Zow
reporting nurposes?
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Advisors to Commissioners and consultants who
report directly to the Commission or to a Commissioner, like the
General Counsel and the Executlve Director, have responsidilities
encompassing a broad spectrum of Commission activity. The Code
will provide, therefore, that these employees shall report their
financlal interests pursuant o the droad requirements of Sec¢tion
12 of the Stalf's proposed Code (Section 32 of Appendix A).

5. Should free admission, Tood, beverages, or
similar nominal benefits provided to a
person at the event at which he speaks or
provides a similar service not be considered
a glft or Iincome?

Staff counsel on page 4 of Exhidit 16 has pointed out
that the FPPC, by regulation, nhas provided in 2 Califomia
Administrative Code Section 18728 as follows:

"...free admission, food, heverages, or similar
neminal benelits provided £o a person at the
event at which he speaks or provides a2 similar
service...shall not be considered a payment and,
therelfore, need not he reported by the recipilent
as elther a gift or income."

The same provision will be incorporated in the
Commission's Code.
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6. Should designated employees be required
to report and to divest themselves of
investments in holding companies and
conglomerates which own subsidiaries
which are subject to regulation by this
Commission?

Examples of holding companies which own utilities which are
subject to regulation by this Commission are Citizens Utilities
Company which owns Citizens Utilities Company of Califoraia and The
American Telephone and Telegraph Company which owms a substantial
majority of the common stock of The Pacific Telephone and Telegraph
Company. Lyon Moving & Storage Company which is a trucking company
regulated by this Commission is a subsidiary of the conglomerate
Transamerica Corporation. The owmership of such subsidiaries by
the holding companies and conglomerates is of a relatively permanent
nature and is for the purpose of controlling the management and
operations of the subsidiaries.

The proposed Conflict of Interest Code should require the
repoxting of interests in holding companies and conglomerates which
are doing business in California and which own interests in business
entities which are subject to regulation by this Commission.
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In our opinion, because of Section 303 of the Public
Utilities Code, any Commission employee who acquires a pecuniary
intexrest in such a holding company or conglomerate should divest
himself of such interest within a reasomable time after he becomes
aware that such holding company or conglomerate has a comtrolling
interest in a business entity which is subject to regulation by this
Commission. The reporting requirements of the Code will not,
however, be extended to those employees of the Commission who are
not involved in the making or participation in the making of decisions
which may foreseeably have & material effect on a financial interest,
though they must divest pecuniary interests pursuant to Section 303
of the Code within a reasonable time.

7. Should the Executive Director be
directed to cause to be prepared
and to keep on file lists of the
names of business entities which
are subject to regulation by
this Commission?

The Utilities Division and the Tramsportation Division
maintain lists of business entities regulated by the Commission.
Such lists should be filed with the Executive Director end be made
available for inspection by employees of the Commission who are
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concerned with compliance with Section 303 of the Public Utilities
Code and the Commission's Conflict of Interest Code. Such lists
should also be made available for imspection by any member of the
public who may be concerned with the enforcement of the provisions
of Section 303 of the Public Utilities Code and the Commission’s
Conflict of Interest Code.

8. Should the Executive Director be
directed to cause to be prepared
and to keep on file lists of
conglomerates and hold
companies which own subsidiaries
which are subject to regulation
by this Comnission?

No lists of conglomerates and holding companies which
own subsidizries which cre subject to regulation by this Commission
are presently available at the Cormission. However, as such lists
would be helpful to members of the Commission and its employees
and useful to members of the public, the Executive Director will
be directed to czuse such lists to be prepared and maintained on
file for public inspection. ‘

9. Should designated employees be
required to report and to divest
themselves of Investments in
nutual funds, insurance companies,
banks, and other financial
institutions which have included
in thelr repoxrts to Investors
Investments in business entities
which are subject to regulation
by this Commission?

Mutual funds, insurance companies, banks, and £inancial
institutions from time to time may have funds invested in stocks and
bonds of business entities which are regulated by this Commission, and
insurance companies, banks, and other fimanmcial institutions may also
make loans to business entities which are regulated by this Commission.

~16-
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Such Investments are not for the purposes of controlling the operation
of and wanaging the buciness entities subject to regulatiom by this
Cozmission, however. Commission employees who have investments in
mutual funds, insurance companies, banks, and other fimancial
{institutions may have knowledge through the quarterly and emaual
reports which the employees receive of investments by such business
eatities in business entities regulated by this Commission. By the
time the employee recelves the reports, the reporting business entity
may have disposed of its investmentc iIm the business entities which
are regulated by this Commission. Also, as was pointed out by witness
Gibson, the employee's pecuniary interest in the business entities
regulated by this Coxmission by reason of his investment in a mutual
fund, insurance company, or financial Institution may be so small as
¢ be immaterial.

Tle Political Reform Act of 1974 provides:

"82030. . ..

") 'Income' does not Include:

% % %k

"(7) Iaterest, dividends, or premiums
on a time deposit or demand
deposit in a fimancial insti-
tution, shaxes in a credit union
or azy insurance policy, ...

"82034. . . . The tern 'investaeat' does nmot imclude
a time or demand deposit in a financial institution,
shares in a credit union, any insurance policy, ...
These provisions would support the finding that Iinvestoents
In financiel institutions and insurance companies do not create a
conflict of interest situation by reason of the investments of the
finzneial imstitutions amd insurance companies in business entitiles
woich are regulated by the Commicsion. '
Furthermore all employees of the Commission are members of
the Public Exployees Retirement System. It would be unveasomable to
ZInd thet a conflict of interest situvation arises for all employees
of thac Commission or to apply Sectiom 3C3 of the Public Utiiities Code
to 2.1l exployees of the Commission because the latest Armuel Finercial

-17=-
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Report and Report of Operations of the Public Emplovees' Retirement
System shows that its funds are invested in common stock of American
Telephone & Telegraph Company, General Telephone & Electronics
Corporation, and Pacific Gas and Electwic Company, and bonds of Pacific
Gas and Electric Coxmpany, San Diego Gas & Electric Company, Southern
California Edison Company, American Telepbone & Telegraph Compeny,
Gemeral Telephone Company of California, The Pacific Telephone and
Telegraph Company, The Atchison, Topeka, and Santa Fe Railway Company,
Southern Pacific Company, Southern Pacific Transportation Company,
Union Pacific Railroad Company, and The Western Pacific Railroad
Company. .

We conclude that designated employees of this Commission
should not be required to report and to divest themselves of invescments;///
in mutual funds, insurance companies, banks, and other financial
institutions because they have includad in their reports to investors
Investaents in business entities wkich are subject to regulation by
this Commission. Nevertheless, designated ecployees should report
their investments in mutual funds, insursnce companies, banks, and
other finencial institutions which do business in California because
such business entities themselves way f£ile complaints against or enter
into contracts with business entities subject to regulation by this

Commission, which comntracts may become issues in proceedings before
this Commission.
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The following sentence should be included in Section 27
of Appendix A to indicate that it is mot intended to supersede
Section 15:

"The provisions of this section shall not apply
to a designated employece who owns or whose
spouse owns, directly, indirectly or
beneficially, and of which spouse’s interest
the designated employee has, or should have,
knowledge, a ten percent interest or
greater in such a mutual fund, insurance
company, bank or other fimancial imstitution.”

Should all designated employees be
required to report and to divest
themselves of investments in business
entities of the type regulated by
this Commission and doing business

in othexr states of the United States
but not doing business within the
State of California and mot subject
to regulation by this Commission?

Counsel for TURN introduced into evidence as Exhibit 1l,
Executive Order No. 10 issued May 22, 1975, by the Governor of New York
directing the f£filing of financial statements by certain officers and
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egpioyees within the Executive Department. This oxder in part
provides:

"I. All officers or employees in exexpt, mnon-
competitive, or wmclassified positions
within the Executive Department or any
othexr State deparctment or sgency the head
of which 1s appointed or mominated by the
Governor, who eara $30,00C per year or
morxe or who hold policy-mekicg positions
2s determined by the Govermor, ané any
other State officers appointed or
nomireted by the Govermor, as the
Governor zzy determine, shall, wpon the
£1linz of en oath of oifice and ammually
on May fifteenth thereafter, file with
the Board of Public Disclosure, herein-
after established:

"l. A current sworn statemeat of
assets and liabilities;

"2. A sworn statement of income
sources for the pericd of

holding office, specify "
amounts ia excess of $1,000.

Exaiblt 10 fatroduced by the coumsel for TURN in part
provides:

"Board of Public Disclosure
"Oplaion #20

"That no emploves of the Public Service
Coamission {PSC) subject to Executive Order
#10 shall hold any interest, direet or
Indixect, in companies In MNew York State or
in other states of the type reguiated by
the 25C, ALl cmployee:z affected by this
Tuling will be given ninety {90) days from
the date of recelpt of writtea notice of
Sald ruling to divest themselves of any
current interest in violatiom of szid
rulizg and to give the Bosrd wxitten
verificarion o sawme,’
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Counsel for TURN urged that a similer provision be placed
in the Commission's Conflict of Interest Code on the grounds that
California, like New York, has been a leader in the field of utility
regulation., The character of utility regulation in California may
affect the character of utility regulation in other states and in
turm have an cffect on the value of securities of utilities doing
business in other states.

| Counsel for the Ccmmission staff contended that Commission
coployees should not be pzchibited £rom owning investments in utilities
doing business in other states becsise the possivility of a conflict
of interest based ¢n pecunicry beneZit is teo remcte. Further, he
argued that a provision in the Code requiring the reporting of such
investments might be found by the courts ts be an invasion of the
rizht of privacy and other conctituztional safeguards.

Article 2 of the Politiczal Reform Act of 1974 does not
require the members of the Commission to disclose investments in
business entities which do not do Lusiness in California. Section
$7302(b) provides that thz manner of reporting zeporteble iteas
undexr the Conflict of Interest Code shall be substantially equivalent
to the requirements of Article 2 of Chapter 7 of the Political
Reform Act of 1974.

Because of the remoteness of the effect of action by this
Comnission on investments in business entities of the type regulated
by this Commission but not doing business in Califormia and not
subject to regulation by this Commissior and because of Section
87302(b) of the Political Reform Acst of 1974, the Commissionm will
neither require designated cmployees to report nor to divest
themselves of such investments.
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11. Should all designated employees
be required to report investments
in all publicly owned securities
and private limited partnerships
and trust certificate interests?

Counsel for TURN has requested that the Conflict of Interest
Code contain a provision which would require designated employees to
report investments in all publicly owned securities and private
limited partmerships and trust certificates. However, in adopting a
Code, we are bound to adhere to the definitions contained in
Chapter 2 of the Political Reform Act of 1974. In exereising our
responsibilicy under Government Code Section 87302(b) to require
designated employees to disclose certain investments, interests in
real property, and income, we may not expand the definitions of those
terms beyond the definitions provided for in Sections 82034, 82033,
and 82030 of the Act. We will, therefore, adopt, with minor
modifications, the definitions of "investment", "interest in real
property”, and "income' containmed in those sections; and we will only
require the reporting of those interests which fall within the
scope of those definitions..

12. Should the Conflict of
Interest Code require
designated employees to
report the interests of
their spouses and
dependent children in
all reporting situations?

Counsel foxr TURN has requested that the Conflict of Interest
Code require designated employeces to xeport the interests of their
spouses and dependent children in all reporting situaticns. The
Commissior, however, will adopt the provisions recommended by the
staff counsel which comply with the mandate of Section 87302(b) of
the Political Reform Act of 1974 that the manner of reporting under
the Conflict of Interest Code shall be substantially equivalent to
the requirements of Article 2 of the act.
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12. Should the Conflict of Interest
Code require disclosure by

desionated loyees of their
memb%%ihipsegg ﬁzards of Directors?

Counsel for TURN also requested that designated employees
be required to disclose their memberships on Boards of Directors.
Such 3 requirement is not provided for in the reporting requirements
of Articie 2 of Chapter 7 of the Political Reform Act of 1974 and is
contrary to the macdate of Sectionm 87302(b) of the act xeferred to
above. Therefore, such a requirement will mot be incorporated in
the Conflict of Interest Code.

4. What provisions should be
included in the Conflict of
Interest Code zegaxding the
procedure for disquaiificaticn
of desigmnated employees?

The representative of the Examiners Division introduced
Exaibit 8 in which he poiated out that Commission bearings often

invol.ve numezous paxties and witnesses and take mary days. For
exemple, In the consolidated heaxings om PGSE's rate Increase
Applications Nos. 54279, 54280, and 5428L, there were 89 days of
nearing in which there were 50 parties of record, 96 public witmesses,

avd 63 technicai witnesses. Twenty-£ive parties £iled appearances st
tae prohearing conference, 6 made appearances or the first dsy of
evidentiazy hearings, and the remaining 19 filed appearances during
the remiinder of the hearing. The last appearance was permitted on
the 80th day of the hearing,

e nointed out that it would e manifestly wmfalr to existing
paxties of record and frustrate the operations of the Public Utilities
Conzission znd the Division of Examiners if, after numerous days of
Feexizg, the subsequent appearance of & new party who bas an
epproptiate interes: in the proceeding could ceuse the disqualification
oZ the presiding Examiner who was not disqualifisd at the coummencenent
cf the proceeding. The Divisior of Excminers recommends rhat the
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Commission adopt a rule similar to that in Section 170.6 of the Code
of Civil Procedure for the disqualification of judges by adding the

following language to Section 6 of Title II of the Conflict of Interest
Code.

"o Examiner shall be disqualified under this Code
after the making of an opening statement by a
party, or if there be mo such statement, then
after swearing in the first witness or after the
giving of any evidence or after the proceeding
has othexwise commenced."

Counsel for TURN has proposed that an interested party or
protestant be able to disqualify ome Examiner by £iling an affidavit
of prejudice or conflict of interest with the Commission, or the
Exaniner to whom the matter has been referred, on oxr before the first
day of the heaxrings. She proposed that the affidavit be in a form
substantially similar to that required to disqualify a judge pursuant

to Sections 170 through 170.6 of the California Code of Civil Procedure.
The difficulty with this suggestion is that in some proceedings there
are a sufficient number of interested parties and protestants to
disqualify all 27 Examiners in the Examiners Division and thereby
prevent the matter from going to hearing if each interested party
and each protestant has the absolute right to disqualify one Examiner.
Counsel for CSEA suggested that this Commission include In
its Conflict of Interest Code a provision similar to the following
provision in the proposed Conflict of Interest Code of the Franchise
Tax Board:

"(3) Mammer of Disqualification. In the event a
designated employee is assigned a case in which the
employee has a financial interest, and the assign-
ment Iinvolves the makin% or participation in the
making of a departuental decision, the expiloyce
shall so inform his or ber supervisor and request
disqualification.
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"If the supervisor determines disqualification |
should occur, he or she shall immediately reassign
the case to another employee. If thke s isor
determines the ewmployee is not disqualigied and
refuses to reassign the case, the employee may
cause a review of the supervisor’s determination

by following the procedure described in paragraph
(4) hexein.

"(4) Administrative Review of Disqualification
Determinations and Other Administrative
Dete tions. An ewmployee who sought a disquali-
fication determination from his or her supervisor
and received a deterwmination that he or she was not
disqualified, may file a disqualification statement
with his or her supervisoxr. Exhibit A of Appendix 1
shall be used for this purpose. The supexvisor
zgéll f%%;cate his or hexr ggasonslfor reggil to
squa the employee. e employee s ve
the right to an a?peal and an administrative review
of the supervisor's decision. The employee who
seeks review shall, within 5 days of the decisiom,
forward it and a written memorandum setting forth
the reasons for review to the employee’s dlvision
chief, The division chief skall review the appeal
and endorse his or her recommendation thereon and
forward the appeal to the Assistart to the Executive
Officer. The Assistant to the Executive Officer
or his representative shall, within 10 days of
recelpt, decide the appeal.

"The decisfion of the Assistant to the Executive
Officer shall be final and nonappealable within
the department. If the Assistant to the Executive
Officer finds the employee is not disqualified,
such determination shall render the designated
employee immume from any disciplinary action that
could be initiated by the department. In like
zamner, the supervisor, when determining disqual-
Lfication, shall be immme from any disciplinary
action that could be initlated by the department.
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"Wkere a claim or action is filed umder the Political
Reform Act of 1974 against a designated employee
and said employee has complied with the provisions
of this Code and has been acting within the scope

of his employment the department shall undertake

the employee's defense under the provisions of

Paxt 7 (commencing at § 995 et seq.) of the
Government Code.

"The department's liability for any subsequent judg-
nent or any payment pursuant to any cowpromise ox
settlement on such claim or action shall be governed
by the provisions of Govermment Code § 825."

Section 87103 of the Political Reform Act of 1974 in part
provides:

"87103. 4n officfal has a firancial interest in a

declsion within the meaning of Sectiom 87100 if it

is reasonably foreseceable that the decision will

nave a materiel £inancial effect, distinguishable

from its effect on the pubiic gemerally, ...

Jn our opinion by reason of this section a desigrated
employee who has a financfal interest in a ratepayer (e.g., & large
commexrcial or industrial concern) which is a member of a class of
ratepayers whose rates are involved in 2 Commission proceeding would
10t thereby be prevented from participating in a proceeding under the
Cenflict of Interest Code even though the ratepayer has entered an
appearance and actively participates in the proceeding. The decision
o< the Commission will not be directed toward the particular ratepayer
but to the class of ratepayers to which he belongs. It, of course,
follows that no conflict of interest situation arises because a
designated employee who is participating in a rate proceeding is
himself a2 member of a class of customers whose rates are in issue
in the proceeding.,
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The Conflict of Interest Code should also zive consideratlon
to a method by which a designated employece may puxrge himself of the
conflict of interest by divesting himself within s reasocaebdle period
of time of the finmcncilal interest creating the conflict of Interest.
In our opinion LI the designated cmployee £iles a divestment statemznt
with the Coanmisslion stating that bhe will dispose of the financizl
Interest creating the conilict of imtcrest within 2 period of thixty
deys after the filling of the divestment stateaent he should not be
zequired to fiic a disquaelification statement and sihwrld be permitted
to comtinue with hls participaticn in the Cowmission proceeding.

The ¢ifficult situation will arise where there is a conflict
of interest situvation and the desigrneted esployee seeks to disqualify
nimself rather Chan to divest and the Interest of the public 1s opposed
to such disquelifiication. It should be noted here that in Instances
wheze the conflict of interest situetion has arisen because of the
reportadblie investments of a spouse or dependent child, the spouse or
the custodian oz trustec for the dependent child may refuse to divest
ard the designated employee will have mo slteretive other than to
£ile a dlsqualification statement. In our opinfon these situations cax
best be resolved by submission of the disqualification stztement to
The designated employee's supervisor. Then if the supervisor refuses
Co disqualify the designated employee his subsequent actions should
not be considered & violation of Article 1 of Chapter 7 of the
Political Reform Act of 1974 and of the Conflict of Interest Codz and
the designited employee should te absolved of and held harmless from
all leg:l expense and penmalties which wight othexrwise be imposed upon
hin under the Conflict of Interest Code and the Political Reform
Act of 1974 by rcason of his sction despite his declared conflict
o: interest. O course the EIxecutive Director should have the
opportunity to reverse or confirm the action of whe supervisor
in directing the designated employee to resume or continue his
work despive his declared conflict of interest. '
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The Commission is aware that serious regulatory lag may
result if a party to 2 proceeding seeks to disqualify anm Examiner
because of an asserted conflict of interest., For example, assume that
on the fortieth day of hearing in Los Angeles on a general rate
increase application of Southern Califormia Edison Company the
reasonableness of Edison's fuel oil supply contracts with Standard Oil
Company of California, Texaco Inmc., Exxon, and Atlantic Richfield
Company become issues in the proceeding. Iwenty diffexent parties
arc participating in the hearing. The presiding officexr's wife who
owns 300 shares of Standard 0il Company of Califormia has told him
she will not sell the stock because she thinks it is a good investment
and also for sentimental reasons because she inmherited it from her
first husband who was an employee of Standaxd 0il Company of
California. The dependent son is the beneficiary of a trust created
by his wife's deceased father, the trust owns 200 shares of Exxon,
and the presiding officer has no control whatsoever over the actions
of the trustee. Under such circumstances the presiding officer may
have no altermative but to adjourn the proceedings for a sufficient
length of time to give the Commission an opportunity to act oa the
notion for disqualification at a public Commission Conference. I£
the Edison hearing was on a Tuesday there would be at least ome week
delay until the Commission's Conference the following Tuesday and in
some few cases a further week delay because the absence of 2
Commission quorum may have prevented the scheduling of a Commission
Conference on the succeeding Tuesday. Unless the Commission then
determines that public interest requires the continued participation
by the presiding officer, there would be further delay resulting
from the replacement of the presiding officer.

The Conflict of Interest Code will provide that once 2 \
hearing has commenced a designated employce who is participating )
ia the hearing must continue suck participation umtil his \
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disqualification statement has been accepted and his assignment has
veen referwed to another employee. The Conflict of Interest Code
will also provide that =2 person who has ox should have prior kaowl-
edge of a conflict of interest situation vhizh may disqualify an.
Ixaniner and who sceks to disqualify sueh Exauiner from Participating
as a hearing officer in 2 proceeding by reason of a conflict of
interest xust file the motion to disqualify the Exominer prior to

the first day of the heering of the proceeding.

15. Should 2 designated employee
be required to show the date
of acquisition and disposal
of investments and interests
in real property acquired or
disposed of during the
reporting periods subsequent
to his initial report?

Counsel for TURN has requested that the Conflict of Iaterest
Code be revised to require a designated employee to show the date of
acquisition and disposal of investments and interests in real propexty
acquired or disposed of duxing the reporting periods subsequent to his
initial report. ,

This suggestion is consistent with the provisions of
Section £7206(£) of the Political Reform Act of 1974 and will
therefore be adopted.

16. Should designated employees
be required to report loans
from business entities and
pexsons other than close
relatives?

Counsel foxr TURN has also requested that designated
employees be required to report loans frowm business entities and
pexrsons othex than close relatives. Section 82030 of the Political
Reform Act of 1974 imcludes loanm within the meaning of the term
"income". Section 12(a) of the Commission's Conflict of Interest
Code similarly imcludes loan within the meaning of the term "income'.
However, as Section 87103 excludes loans by a commercial lendingz
institution in the regular course of busimess, such loans will be

excluded from Section 13(b)(7) of the Commission's Conflict of
Interest Code.

~29-
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17. Should a designated employee
be required to file a reg:rt
indicating '"mome' if he has
no reportable investment or
income?

Exhibit 14 is a copy of the Instruction Manual of the Fair
Political Practices Commiscion entitled "How to Fill Out Your Statement

of Economic Interests''. The following note appears om page three
following Section V 3:

L4

Note: If you bave mo interests to declare, write

none’' on the schedule. A blank schedule is not
acceptable."

Such a provision pexrtaining to reports £o be f£iled by
designeted employees will also be imcluded fn the Commiseion’s
Conflict of Interest Code. :

The request of witmess Carberry that designated employees
who have no reportable interests not be required to £ile reports will
be rejected in view of the provision in Section 87302(b) of the
Political Reform Act of 1974 stating that the manner of reporting
reportable items under the Conflict of Interest Code shall be
substantially equivalent to the requirements of Article 2 of the Act,
and also because the Commission is of the opinion that a negative
declaration rather than no declaration will be more informative to
this Commission, to the Fair Political Practices Commission, and to
the public.

18. Should copies of the reports
filed by the designated
employees be made available
for public imspection at
offices of the Commission in
San Francisco, Los Angeles,
and Fresno and at the office
of the Faixr Political Practices
Commission im Sacramento?

Counsel for TURN bhas requested that copies of the weports

filed by the designated employees be made available for public
inspection at the offices of the Commission in San Fraocisco,

-30-




C. 10084 ek/dz

Los Angeles, and Fresmo and at the office of the Falr Political
Practices Commission in Sacramento.

Section 81005(g) of the Political Reform Act of 1974
provides that the Commission shall retain a copy of all reports and
statements wequired to be filed under the Conflict of Interest Code
and forward the original to the Fair Political Practices Commission.
The request that copies of such reports and statements be kept om
file at the general offices of the Commission in San Francisco and
Los Angeles is reasomable and will be adopted. The request that a
copy of such reports and statements also be kept on file at the
Conmission's field office in Fresmo will not be adopted as the
Commission does not have the persommel at the Fresmo office to
maintain a file of such reports and statements so that they may be
reviewed by membexrs of the public.

19. Should the Executive Director
be directed to supply to the
designated employees the report,
disqualification, and divestment
forms which are required to be
£iled by the desigrated employees
ursuent to the Conflict of
terest Code and an instruction
wanuel pertainirg to compllance
géghothe Conflict of Interest
e?

Section 83113 of the Politicel Reform act of 1974 provides
as follows:

193113. The Commission [The Fair Political Practices
Commission] shail, im additiom to its other dutles:

"'(a) Prescribe forms for reports, state-
ments, notices, and other documents
required by this title;

"(b) Prepare and publish manuals and
instructions setting forth methods
of bookkeeping ard prescrvation of
records to facilitate compliance
with 2nd enfercement of ¢ title,

-3]-
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and explaining the dutles of persoms
and coomittees under this title; aad

"(¢) Provide assistance to agencies and
public officials in admini.stering
the provisions of this title.”

SectZon 81010 provides:

"81010. With respect to reports and statemenmts filed
with him pursuent to this title, the £fil pfficer

[tke Executive Director of the Public Utilities
Commission] shall:

""(a) Supply the necessary forms and
manusls prescribed by the Commission
[the Fair Political Practices
Coxnission];

? see

Pursuant to these sections of the Political Reform Act of
1974 this Commissior will direct its Executive Director to supply the

designated employees with the forms prescribed or approved by the
Fair Political Practices Commission for use in comnection with thils
Commission's Conflict of Imterest Code and with 2 wmanual of

Instruction prescribed or approved by the Fair Political Practices

Commission pertaining to compliance with the Conflict of Interest Code.

20. Should the Executive Director
be directed to establis);ain
tra program to exp
theigﬁlict of Interest Code
and the Political Reform Act

of 1974 to the designated
emplovees ?

The penalties for failure to comply with the Conflict of
Interest Code are severe and include the following:

(2) Discipline by the agency, including
dismissal. : :

(b) Civil liability for an amount not
more than the amount or value of

property not properly reported.
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(¢) Civil liability for an amoumt up to
$500 or three times the amount of
an unlawful contribution, gift, or
expenditure, whichever is the greater.

(¢) Civil liability wp to thrce times
the value of an economic benefit
realized gs a result of a violation
of a disqualification provisiom of
a Conflict of Interest Code.

Section 9100 of the Political Reform Act of 1974 provides:

"9100. (a) Any person who knowingly or wilfully
violates any provision of this title [the Political
Reform Act of 1974] is guilty of a misdemeanor.

"(b) In addition to other penalties
provided by law, a f£ine of up to
the greater of ten thousand dollars
($10,000) or three times the
amount the person failed to report
properly or unlawfully comtributed,
expended, gave or received may be
imposed upon convietion for each
violation. " g % %

In view of the complicated provisions of the Conflict of
Intexest Code and the Political Reform Act of 1974, and the severe
penalties which may be lmposed upon the designated employees fox
fallure o comply with the Conflict of Interest Code it is reasonmable
for this Commission to direct its Executive Director to establish a
training program to explain the Conflict of Interest Code and the
Political Reform Act of 1974 to the designated exmployees.

2. Should the Commission provide a
counselor to assist individual
designated employees with the
preparation and filing of the
reports and the disqualification
and divestment statements required

to be f£iled by the Conflict of
Interest Code?

.Because of the complicated provisions of the Conflict of
Interest Code and the Political Reform Act of 1974 and the severe
penzlties which mey be Zmposed upon the Cesignated employee for

-33-




C. 10034 /bl %%

failure to coxply with the Conflict of Interest Code it is reasomable
for this Commiscion to diréct\;ts Ceneral Counsel to designate a
counselor to assist iIndividual desigmated employees with the
prepazation and £iling of the reports znd the disqualificaticn aad
divestment statements required or permitted to'be filed by the
Conflict of Interest Code.

22. Should the Conflict of Interes
Code provide that the
Executive Director may et
issue ruiings with respect to
questions of designzted employees
which nay avise regarding the
Iaterpretation and application
of tha Cowflict of Tmrerest Code?

Sectiom 03114 of the Political Reform Zet of 1974 provides:

"831%4. fmy person wmay request the Cozmission [the
Felr Politlcal Practices Comzission] to issue an
opinlon with respect to his dutles under this title.
The Commission shall, wichin Fourteen days, either
iscue the opinfon or advise the parsoa who made the
Tequest whether an opinionm will be issved. No
pexson who acts in good faith on an opiniom issued
Lo hiw by the Commission shall be subjeet €O
criminal oz ¢ivil penalties for so acting. provided
that the material facts are as stated in the
opinion wequest. The Comaisslon's opinicns shall
be puhlic records and way from time to time be
published.” '

Designatqd employees chould be adle to obtain similar
opinions with respect to thelr duties under the Conflict of Interest
Code from the Executive Director so that they will be able to perform
thelir duties as employees of the Public Utilities Commission with
fullknowliedge that they are in conformance with the Conflict of
Interest Code. The Conflict of Interest Code should provide that
such opinions shall be promptly served by mail by the Executive
Director of the Public Utilities Commission upon the Fair

... Political Practices Commission so that the Fair Rolitical

-34-
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Practices Comnission may have the opportunicy to eadvigs the
Executive Director of any suggestions It may have for revision or
nodification of such opinions. However, wtil the opinions are
revised or modifiled the designated caployees to wuom the opinions
gre nddressed should be cble to reiy on them with {mpumity, and eny
rovicicns or wodlficaticns of the recolutlons should be prospective
Iz effect enly.

23. What ghould the cffective date of
the Confllict of Interest Code be?

The Comflict of Interest Cocde should not be effective wmtil
at iecast nivety days efter it is opproved by the Feizr Politlcal
Preztices Commissien n oxder to give the Executive Director of the
Commisslion adequate time to obtain the necessary supply of forms and
nstzuction menwels prescribed oz approved by the Fair Political
Practices Cemmizsion and to distwibute them to the decignated
employces, to glve the Executive Dizector cufficient timz to esteblish
2 training program to expiain the Conflict of Imterest Code and the

Poiitical Reform Act of 1974 to the designated employees, and to g
the'decignated employces 2 reesonable time within which to oivest
themselves of eny investoments and interests in rezl property which
they wish to dispose of in oxder to avoid possidle conflicts of
interest which they anticipate might arise in the future and tlereby
evoid necessity for £1ling disqualificetion or divestment statements
at the time such conflicts of interest otherwise might arise.

' The ConZflict of Interest Code will therefore provide that

it sghall become clffective upon final approval dy this Commission and

no sooner tham the first day of the fourth calendar month following the
cate of the receipt by the Executive Director of the Public Utilities
Commission of written notice that the Conflict of Interest Code has
been aporoved by the Fair Pollitical Practices Commission. ‘
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24. What disposition should be made of
suggested modifications to the
proposed Conflict of Interest Code
which do not conform to the require-
ments and further the purposes of
the 2olitical Reform Act of 1974
and Section 303 of the Public
Utilities Code?

Exbibit 2 of the Golden Gate Section of the Professional
Engineers in California Government contains the following comments
regarding the proposed Conflict of Interest Code:

a. ''The excessive detail, definitioms and
. mometary limits prescribed by the Proposed
Code are an excuse for additiomal papex-
work without any demonstrable bemefit.”

The only official positions within the
Public Utilities Commission are those of
the five Commfssioners, and all other
positions are for the admimistrative
convenience of the Commission and are
not official positions.

Section (2)(8) of the Proposed Conflict of
Interest Code defines Commission action as
the 'proposal, drafting, development,
consideration, amendment, enactment, oY
defeat by the Commission of amy rule,
regulation, or other action in any
proceeding before the Commission or any
action In which the Commission comtracts
with 2 business entity for that entity to
provide services or materials to the
Commission.’’ It is contended that pro~
posing, drafting, developin§, and
considering are not Commission actioms,
and that only those acts undertaken by

a majority of the Commission in the
exerclse of its jurisdiction can be
considered Commission actions.
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d..

As adherence to the Code of Conduct
prescribed forfprofessional engineers by
Section 6775 of the Professional Engineers
Act ensures that the intent of the pro-
posed Conflict of Intexest Code will be
carried out by professional engineers,
professional engineers employed by the
Commission should be exempted from the
Conflict of Interest Code.

The reportable interests of des ted
employees in the Utilities Division
prescribed in Section 9 of the Conflict
of Interest Code are too gemeral. A
staff wember in the Gas Branch would
have no conflict if he owned shares in
a commmmication utility.

The proposed Conflict of Imnterest Code
requires disclosures which invade the
persomal privacy of designated employees
and members of their families. The
reportable interests of designated
employees should be confidential and not
become public record.

Exhibit 3 contains the following written comments of members
of the Utilities Division:

-

Separate property of the spouse of a
designated employee should not be

gggortable under the Conflict of Interxest
e..

There should be mo interference with the
private or consulting practice of pro-
fessional engineers on the staff of the
Commission. For example, a professiomal
engineer in the Electric Branch should
not be precluded from performing
consulting services for Califormia
airline carriers.

The Conflict of Interest Code should:
insure that reportable interests will
resain confidential.
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Exhibit 17 of the Professional Engincers in Government
requests that:

J. The privacy of the designated employees
should be protected by the following
procedure:

A. Statements of reporzable interests
should be coded so that the

employees' names and addresses are
not shown.

A pexson who requests the opportu-
nity to examine the statement of an
employee should be required to
specify his reason for the
examination.

As the foregoing comments and suggestions do not conform to
the requirements and further the purposes of the Political Reform Act
of 1974 and Section 303 of the Public Utilities Code they will not be
incorporated as provisions of the Conflict of Imterest Code. '
Findings

1. The reporting provisions of the Conflict of Interest Code should
not bemade applicable tomembers of the Public Utilities Commission.

2. ALl employees of the Public Utilities Commission should not
be included within the definition of designated employee.

3. The Conflict of Interest Code should specifically l1ist thosc
exployment classes within the definition of designated employee zs
well as those employwent classes excluded from such definition.
Egployees in employment classes inadvertantly omitted from either
class or which may be newly created should also be excluded from the
definition of designated employee until such time a5 the Code has been

amended to include such employment classes withinm the definition of
designated employee.
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L, ﬁvisors and comul’cantc vo Comnrissioners should be included
with the Executive Director and the General Coungel in Section 32
for reporting purposes.

5. Free admission, food, beverages, or similsr nomimal benefits
provided to a persor at the event at which he speaks or provides 2
similar sexvice should not be considered a gift or income under the
Conflict of Interest Code.

6. Designeted esployees should be required to report and to
divest themselves of investments in holding companies and comglomerates
doing business in California which they know or have reasom to know
own controlling interests in business entities which are subject to
regulation by this Commission. Other employees of this Commissiom
who 23y be required under Section 303 of the Publiec Utilities Code
to d:vest‘hhemuelve of such {nvestments within ¢ reasonable time

aiter they know should have reason to knmow thet the holding company
or conglozerate owns a subsidiory waich is subject to regulation by
this Coxmission should not be required to report such iuvestments
uncer tue Conflict of Interest Code.

7. The Executive Dircetor of this Commission should be direcced
Lo cause to be prepared and to kecp on file for public inmspection
lists of the names of bus’ness encitics waich are subject to regulation
by this Commission.

8. The Executive Director of this Comission should clso be di-
rected to cause to be prepared cnd to kaep on file lists of the names of
conglomerates and holding companies which own subsidlaries which
are subject to regulation by this Cocmission.
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9. Designated employees of this Commission should not be
required to report anmd to divest themselves of investments in mutual
funds, insurance companies, banks, and other finaneisl institutions
because they have included in their reports to investors investments
in business entities which are subject to regulatiom by this
Commission. Nevertheless, designated employees should be required
to report their investments in mutual fimds, insurance companies,
banks, and othexr financial institutions which do business in California
because such business entities themselves may £ile complaints against
or emter into contracts with business entities subject to xegulation
by this Commission, which contracts may become issues in proceedings
before this Commission. |

'10. Designated employees should mot be required to report and
to divest themselves of Investments in business entities of the type
regulated by this Commission and doing busimess in other states of
the United States but not doing business within the State of California
and not subject £o regulation by this Commission.

- 11, Dosigaated exployees suould not we required to r2pore
"investments"”, '"interests im real property”, and "income", except to
the extent that those terms arc defined in Chapter 2 of the Political
Reform Act of 1974.

12. The mamner of reporting invastments and interests in real
estate of spouses and dependent children of designated employees under
the Conflict of Interest Code should be sudbstantially equivalent to
the requirements of Article 2 of the Political Reform Act of 1974.

13. The Conflict of Interest Code should not require the
disclosure by designated cmployees of their memberships on Boards of
Dirxectors.

14, The Conflict of Interest Code should provide for the purging
of a conflict of interest situation by the £iling of a divestment
statement on the form which is Appendix A to Appendix A attached

hereto and the subsequent divestment pursuant thereto by the
designatced employee.
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15. The Conflict of Interest Code should provide a proceduxe for
the disqualification of a designated employee by the £iling of a
disqualification statement on the form which is Appendix C to
Appendix A attached hereto and the subsequent approval of the
disqualification by the desigmated employee's supervisor.

16. The Conflict of Interest Code should provide that where the
supervisoxr of the designated employee determines the public interest
requires that a designated employee with a declared conflict of -
interest not be disqualified, the designated employee should be
absolved of and held harmless from all legal expemse and penalties
which might othexwise be imposed upon him umder the Coaflict of
Interest Code and the Political Reform Act of 1974 by reason of his
action despite his declared comflict of interest until such time as

the supervisor's determination is countermanded by the Zxecutive
Director.

17, The Conflict of Interest Code should make clear that no
conflict of interest situation arises with respect to a designated

employee who may have 2 finmancial interest in a ratepayexr which is

a meaber of a class of ratepayers whose xates are in issue in a
Coxmission proceeding even though such ratepayer enters an appearance
and actively participates in the proceeding.

18. The Confiict of Interest Code should also provide that any
person who has prior knowledge, or should have prior kaowledge, of 2
conflict of interest situation which may disqualify an Examiner from
participating as a hearing officer in 2 proceeding and who seeks to
disqualify such Examiner from participating in the proceeding by reason
of such conflict of interest must file the motion to disqualify the
Examiner prior to the first day of hearing, and that 2 motion o
disqualify an Examiner which is filed after the hearing bhas .
commenced shall be referred to the Chief Examiner for decision and
the Examiner shall continue to participate as a hearing officer in
the proceeding watil he s actually disqualified.,
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19. Designated employees should be required to show the
dates of acquisition and disposal of investments and interests
in real property acquired or disposed of during the reporting
periods subsequent to their initial reports.

20. Designated employees should be required to report
as income loans from persons other than c¢lose relatives and
loans from business entities other tham loans by 2 commercial
lending institution in the regular course of busimess.

21. A designated employee should be required to file a

report indicating 'mome” if he has no reportable investment or
income.

22. Copies of the reports filed by the designated cmployees
should be made available for public inspection at offices of
the Commission in San Francisco and Los Angeles amé at the
office of the Faixr Political Practices Commission in Sacramento.
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23. Toe Executive Director of this Commission should be directed
to suppiy the designated employees with =he forms prescribed or approved
oy the Falr Political Practices Commission Zor use in conmection with
this Comzission's Conflict of Interest Code and with a manual of
instiruction presexibed or approved by the Fair Poiitical Practices
Conmission pertaining to complisnce with the Conflict of Interest
Code.

24. The Executive Director should be direcrzed to establish 2
fraining program to expiain the Conflict of Interest Code and the
Political Reform 4ct of 1974 to the Cesignated cwxployees.

25. The Gemezal Couusel of the Comzfssion should be directed to
designate a counselor to assist individesl designated employees with
the preparaticn end £iling of the zeports and the disqualificztion
cnd divestment stztements required or pernizted to be filed by the
Cenflict of Interest Code.

26. The Conflist of Interest Code should provide that
the Executive Direstor may issue opinions with recpect to guestions
of designzted employces which may arise xegerding the interpretation
and epplication of the Couflict of Interast Code and the designated
employees should be sble to rely on such opinfons with iwpunity
untll such opinions are modified or reseiaded with prospective
effect only. Copies of such opinions should be promptly filed
with the Fair Political Practices Commission and furnished to all
affected designated employees by tie Executive Director of this
Conmission. | '

27. The effective date of the Conflict of Interest Code should be
ne sooner than the first day of the fourth calendar month following the

| date of the receipt by the Executive Director of this Commission of
written notice that the Conflict of Interest Code has been approved by the
Falr Political Practices Commission. |
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28. The comxments and suggestions of parties to thic procecding
get Lfoxth as part of the discussion of Issue 24 above should not be
iIncoxporated a3 provisions of the Conflict of Interest Code z2s they
Go not conform to tie requirements and further the purposes of the
Political Reform Act of 1874 ond Section 303 of the Pudlic Utilities
Code.

Consl.usion

The Conflict of Interest Code zttached hereto as Appeadix A
snould be adopted by this Commission sudbject to the approval of the
Falir Political Practices Commisslon and further order of this Commission.

/

INTERIM ORDER

IT IS CRDERED that:

1. The Conflict of Imnterest Code attached hereto as Appeadix A
i adopted by vhis Commission subject te the approval of the Fair
Political Practices Commission and further order of this Commission.

2. TUpon receipt by the Exccutive Director of this Commission
of wiritten notiece that the Conflict of Interest Code attached hexrato
as Appendix A has been approved by the Fair Political Practicas ..
Commission the Zxecutive Director shall 50 notify this Commission.
At that time the Commiscion shall 4ssue suceh order as is necessary to
effect the final adoption of the Conflict of Interest Code attached
hereto as Appendix A. The effective date of +the Cdnflict of Interest
Code shall be provided for in that order. After issuance of such
order by this Commission the Ixecutive Director shall promptly serve
a copy of the order together with 2 copy of the Commission's Conflict
ol Interest Code upon all designated employees and the Chairman of
the Fair Politicel Practices Commission.
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3. Within forty-five deys after the final adecptiom of the
Conflict of Interest Code by this Commission, the Executive Director
of this Commission shall supply the designated employees with forms
prescribed oxr approved by the Fair Political Practices Commission for
use in commection with this Commission's Conflict of Interest Code
and 2 manual of imstruction prescribed or approved by the Fair
Political Practices Commdssion pertaining to compliance with this
Commission's Conflict of Interest Code.

4. Within forty-five days after the final adoption of the
Conflict of Interest Code by this Commission the Executive Director
shall establish & training program to explain the Conflict of Interest
Code and the Political Reform Act of 1974 to designated employees.

5. Prouptly after the f£inal adoption of the Comflict of
Interest Code by this Commission the General Counsel of this Commission
shall designate a coumselor to advise the Commission and the Executive
Director regarding matters pertaining to the Commission's Conflict of
Interest Code and to assist individual designated employees with the
preparation and filing of the reports amd the disqualification and
divestment statements required or permitted to be filed 5y the Conflict
of Interest Code.

6. The Executive Director of this Commission 1s directed to
cause to be. prepared and to maintain on £ile for public inspection
at the Commiséionfs offices in San Francisco and Los Angeles copies
of lists of Che names of business entities which are regulated by
this Commission, copies of lists of the names of conglomerates and
holding companies wiaich own subsidiaries which are regulated by this
Commission, and copies of reports and disqualification and divestment
statements which are filed by designated employees pursuant to the
Commission's Conflict of Interest Code.
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The Executive Director shall cause coples of this decision
to be served wpon all partles of record in this procceding and upon
2ll exployces of the Public Utilities Commission. The Executive
Director shall elso premptly czuse three certified coples of this
decision and a certified copy of the entire forxmal record in this
proceeding to be sezved by certified mail upon the Chairman of the
Falxr Politilcal Practices Commission.

| The effective date of this oxder shall be the date hereof.
Dated at San ‘Francisso » California, this 5
day of JANUARY , 1977,
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CONYLICT OF INTEREST CODZ
TENTATIVELY ADOPTED BY THE
PUBLIC UTILITIES COMMISSION
OF THE STATE OF CALITORNIA

INDEX

Article 7. Title and Definitions.

Section 1: Code knovn and cited as Conflict
of Interest Code of the Public
Jeiliries Comnission.

Section Definitions govern interpretition of code.

Section Business erntity.
Section Cilvil sefvice employee.
Section Commission.

Scction 6: Commission action.

Sectinon 7: Designated emplovee includec:
(2) Civil sexvice exempt employees.
(o) Civil service emplovment classes.
(c) Special consultants.

W RN 1

Section Designated employee does not include:
(a) Civil service employment classes

(b) Employment classes omitted from
Section 7(b) oxr Section 3(b)

(¢) Employees in Section 7 on terminal
vacation or sick leave immediately
prior to their retirement or
termination.

W w
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Section 9:
Section
Section
Section

Secetion

Section
Seetiom
Seqtion
Section
Section

Section

APPENDIX A

Eaployee. .
Executive Director.
Gifr.

Imnediate family.

Incomef
(a) Income means.
(b) Income does not include.

Interest in real propexrty.
Investment.

Period covered.

Person.

Statement.

Definitions in Chapter 2 of Political
Reform Act of 1974 and Regulations of
Falr Political Practices Commission

Lo Zovernm umless a term is defined
differently in this code.

Axticle 2. General Prohibitions.

Section 20:

Section 21:

Sectiom 22:
Section 23:

Section 24;

Commission action in which designated
employce has a financial interest.

Exception to Section 20 where employee
is legally required to participate.

Motion to disqualify an Examiner.
Financial interest in Commission action.
Duty of designated employee to divest
himself of fimencial interest or to

disqualify himself from participating
in Commission action.
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No conflict of interest where designated
employee is a member of a class of
customers or has a financial. interes:t in
a member of 2 class of customers whose
rates avre involved.

Section 29 Designated employces required to divest
interests in regulated business enticies
doing business in California and in
holding companies and comglomerates
owning controlling interests ia regulated
tusiness entities doing busimess in
Califomia.

Designated employces nos required to
divest themselves of iavestments inm
mutual funds, insurance companies, banks,
and other financial institutioms having
investments in regulated business entities

doing business in Californiz by reason of
such investmencs.

Section 2 No conilict of interest arises becauce
desigznated employee owas interess im
regufa:ed business entities not doing
business in California.

Sectinn Procedure for removal of conflict of
Interest through divestmenc.

Seccion Procedure regardiang the filing of

disqualification statements by designated
employees,

Axticle 3. Reporting of Financial Interests.

Section 31: Statements disclosing reportadie interests.

Section 32: Reportable interest for Ixecutive Director,

General Counsel, and designated employees

reporting directly to a Commiszioner or the
Commicsion. '
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Section

Se¢tion

Section

Section

Section
Section

Section

Scetion

APPENDIX A

Reportadble interest for designated
cnployees in the Transportation Division.

Repoxtable interest for designated
employees in the Utilities Division.

Repertable interest for Data Processing
Manzger II, Informatiom Officer I,
designated employees in the Lezal
Division, other than the General Counsel,
in the Finance and Accounts Division,
and in the Examiners Division.

keportable interest for the Accountiag
cfficer II, the Administrative Service

fficexr IIZI, CZA, the Chief of the
Administrative Services Division, and
the Fiscal O0Lficer I.

Time for f£i{ling statemencs of reportable
iloterests by designated employees.

Time for filing statements of reportable
interests by new designated employees.

Time for filing statemeats ¢of reporteble
interests by designated employees leaving
positions.

Contents of staztements of reportable
investments and interests in real '
property. '

Contents of statements of Income.

Designated employee to write "moune' on

schecdules, 1f he has no interests to
declare.




C. 10084 /bl **
APPENDIX A

Section 43: Coples of statements of designated
employees to be filed in San
Franceisco, Lot Angeles, and
Sacramento

Article 4. Interpretation of the code.

Section 44:  Issuance of opinions by the Executive
Director.

Article 5. Enforcement

Scetion 45: Discipline by the Commission.
Section 46:  Civil suit for treble damages.
Section 47: Crimiral action.

Section 48: Necessity for compllance with Section 303
of the Public Utilities Code and the
Commission's Statement of Incompatibility.

Section 49: Defense by Commission of designated ,
employees who kave complied with the code.

Article 6. Effective Date.
Section 50: Effective date of the code.
Appendix A to Conflict of Interest Code

(Conflict of Interest Statement and Statement of
Intention to Divest)

Appendix B to Conflict of Interest Code
(Statement of Actual Divestment)

Appendix C to Conflict of Interest Code
(Conflict of Interest and Disqualification Statement)




APPENDIX A

CONFLICT OF INYEREST CODE
TENTATIVELY ADOPTED BY THE
PUBLIC UIILITIES COMMISSION
OF THE STATE OF CALIFORNIA

Article 1
Title and Definitions

Section 1: This code shall be known and may be cited as the "Conflict
of Interest Code of the Public Utilities Commission''.

Section 2: Unless the contrary is stated or clearly appears from the
context, the definitions set forth in this article shall govern the
Interpretation of this code.

Section 3: 'Business entity' means any oxrganization or emterprise
operated for profit, including but not limited to a prxoprietoxship,
partoership, firm, business trust, joint venture, syndicate,
coxporation or associationm.

Section 4: '"Civil service employee' means any state employee who is
covered by the state civil service system.

Section 5: '"Commission' means the Public Utilities Commission of the
State of California.

Section 6: '"'Commission action' means the proposal, drafting, develop-
ment, enactment or defeat by the Commission of any rule, regulation,
or other action in any proceeding before the Commission or any action
in which the Commission comtracts with a business entity for that
entity to provide services'of'ma:erials to the Commission.
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Section 7:

(a)

()

classes:

The
(1)
(2)
(3)

All

(1)
(2)
(3
%)
(5)
(6)
7
(8)
&)
(10)

(1)

(12)

(12)
(14)

(15)
(16)
(17)
(18)
(19)
(20)
(21)
(22)
(23)
(24)
(23)

APPENDIX A

"Designated exployee’ means:

following cilvil service exempt employees of the Commission:

Members of the Public Utilities Commission
Executive Director, PUC
General Counsel, PUC

exployees in the following civil service employment

Accounting Officer II

Administrative Service Officer III, CEA
Advisor to a Commissioner, PUC, CEA
Assistant Chief Zxaminer, PUC

Assistant Chief, Finance and Accounts Division
Assistant Chief, PUC Counsel

Assistant Chicf, Transportation Division, PUC
Asslstant Chief, Utilities Division, PUC
Chief, Administrative Sexvices Division

Chief Examiner, PUC, CEA ‘

Chief, Finance and Accounts Division, CEA
Chief, Transportation Division, PUC, CEA
Chief, Utilities Division, PUC, CEA

Commission Representative, Southern Califormia
Area, PUC, CEA

Data Processing Marvager II

Exanminer I, PUC

Examiner II, PUC

Fiscal Officer I

Graduate Legal Assistant

Information Officer I

Information Officer II

Legal Counsel

Manager, Rapid Transit System Section
Primcipal Public Utility Fizanclal Examiner
Principal, Trensportation Divisiom, PUC

-2-

|
|
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(26) Principal, Utilities Engineer, PUC

(27) PU Counsel I

(28) PU Counsel II

(29) PU Coumsel III

(30) ° PU Financial Examiner IV

(31) Research Analyst IL (Economic/Resources)

(32) Research Specialist II

(33) Research Speeialist III

(34) Research Specialist IV

(35) Senior Electrical Engineer

(36) Senior Transportation Engineer

(37) Senior Tramsportation Operations Supervisor, PUC
(38) Senior Tramsportation Rate Expert

(39) Senior Tramsportation Reprzesentative

(40) Senior Utilities Engineer

(41) Supervising Transportation Engineexr, PUC

(42) Supervising Transportation Rate Expert

(43) Supervising Transportation Representative

(44) Supervising Urilities Engineer, PUC

(45) Supervisor, Operatioms and Safety Section, PUC

(¢) Special Consultants

Section &: '"Designated employee' does noft include:

(@) Ewmployees in the following civil service classes:
(1) Accountant I -
(2) Account Clexk II
(3) Accounting Technician
(4) Administrative Assistant I
(5) Administrative Service Qfficer IIX
(6) Assistant Clerk
(7) Assistant Engineering Specialist (Utilities)
(8) Assistant Statistician

-3=




C., L0084 ek

(9
{10)
1L
(12)
(13)
(14)
(15)
(16)
(17;
(18)
(19)
(20)
{21}
(22
(23)
(24)
(25)
(26)
(275
(28)
(29)
(30)
(31)
(32)
(23)
(34)
(35)
(26)
Gn
(38)
(39)
(62)
&L

APPENDIX A

Assistant Transportation Engineer

LAssistant Transportation Operations Supervisor, PUC
Assistant Utilities Engincer

Associate Data Processing Analyst

Associate Persommel Analyst

Associzte Programmer Analyst

Assoclate Tramsportation Engineer

Assoclate Tramsportation Operations Supervisor, PUC
Asgociate Transportation Rate Expert

Assoclate Transportation Representative

Assoclate Utilities Engineer

Auditor X

Calculzting Machine Operator - Key Division

Chalef Hearing Repoxter, PUC

Cilexk I

Clexrk IX

Clerk Typist I

Clerk Typist IIX

Computer Operator

Customer Service Representative, PUC
Data Processing Technician

Data Processing Trainee

Delireator

Duplicating Machine Operator I
File Clerk IIX

Graduate Student Assistant
Hearing Reporter, 2UC

Hearing Trarseriber Typist, PUC
Junlor Utilities Engineer

Key Data Opexrator

Key Data Supervisor I

Legal Assistext

Legal Secretary
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(42) 1Legal Stencgrapher

(43) Legal Typist

(44) Machine Operator I

(45) Material and Stores Supervisor I
(46) Persomnel Assistant Trainee
(47) Persommel Manager II

(48) Programmer |

(49) PU Financial Examimer il

(50) PU Financial Examiner III

(51) Research Analyst I

(52) Research Analyst II (Economical/Financial)
(53) Secretary I

(54) Secretary 11 |

(55) Senior Account Clerk

(56) Senior Clerk

(57) Semior Clerk Typist ~
(58) Senior Data Processing Analyst
(59) Senior Delineator

(60) Senfor File Clerk

(61) Senior Hearing Reporter, PUC
(62) Senlor Hearing Tramscriber Typist, PUC
(63) Senior Legal Stenographer

(64) Senfor Legal Typist

(65) Senfor Stemographer

(66) Senior Machime Operator

(67) Semior Programmer Analyst

(68) Staff Data Processing Amalyst
(69) Staff Programmer Apalyst

(70) Staff Services Analyst

(71) Stenmographer |

(72) Stock Clerk

(73) Student Assistant
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(74) Student Assistant - Engineering and Architectural
Sciences

(75) Supervising Account Clerk

(76) Supervising Calculating Mauchine Operator
(77) Supervising Cashier Clerk I

(78) Supervising Clerk I

{79) Supervising Clerk II

(80) Supervising Clerk Typist I

(8L) Supervising File Clerk I

(82) Supervising Hearing Transcriber Typist, PUC
(83) Supervising Legal Stemographer I

(84) Supervising Stenographer I

(85) Supervisor, EDP

(86) Training Officer II

(87) Transeriber

(88) Transportation Analyst I

(89) Tramsportation Anclyst II

(90) Transportation Amalyst XXX

(91) vVolmmteer Student Assistant

(92) Warehouse Worker

(b) Exployees in employment classes inadvertently omitted f£rom v///
Section 7(b) or Section 8(b), or which may de created after the
adoption of this code, umtil such time as such employment classes are
included in Section 7(b) by amendment of this code. :
(¢) Ezmployees included in employment classes set forth in u//
Section 7 above, who are on texminal vacation or sick leave fmmediately
priox to their retirement or termination of their employment in Lhe
service of this Coumission and at the time this code becomes effective.
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Section S: 'Employee' means any person employed by the Commission
inciuding civil service employees, civil service exempt employees and
- consultants,

Section 10: "Executive Director" means the Executive Director of the
Commicsion.

Seetion 11l: ''Gift" means any payment to the extent that considerstion
of equal or greater value is not received. &ny persom, other than the
defendant in a criminal action, who claims that a payment is mot a
gift by reason of recelpt of consideration has the burden of provirg
that tae comsideration received is of equal or greater value. The
tern "'gift'" does mot include informatiomal material, such as books,
reports, pamphlets, calendars oxr periodicals. No payment for tzavel
or reimbursement for any expemses shall be deemed ''informatiomal
material”. The term ''gift" also does not imnclude free adaission, £ood,
beversges, or similar nominal benefits provided to a pexrson at the
event at woich he speaks or provides 2 similar sexvice.

Section 12: 'Immediate family'' means the spouse and dependent children.
Whencver disclosure of investments or interests in real property is
requized by this code, investments and interests in real properiy of
nemoers of the iaomediate family of whick investments and intexests it
real property the designated employee has, or should have, knowledge
shall also be disclosed.

Seetion 13: (a) ' "Income" means, except as provided in subsection (b),
income of any nature from any person that has an interest in real
propexty In the State of California, or does business in or plans ¢
do business in the State of Califoxrnia or has dome busimess in the
State of California during the two years prior to the time any
statexent 13 required under thic code cx £rem any busimess emntity that
s & perent, subsidiary or otherwise reiated business entity. Incone
Srom such sources includes but is mot limited to any salaxy, wage,
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advance, payment, dividend, interest, remt, capital gaim, return of
capital, gift (including any gift of food or beverage), loan,
forgiveness or payment of indebtedness, discount in the price of
anything of value unless the discount is available to the members of
the public without regard to official status, rebate, reimbursement
for expenses, per diem, or contribution to an insursnce or pemsion
prograw paid by any persom other than an employer, and including any
commumity property imterest in income of a spouse, Income of an
fndfvidual also includes 2 pro rata share of aoy income of any business

entity or trust in which the individusl owns, or spouse owms, a ten
| percent interest or zreater and of which spouse’s interest the

* designated employee has, or should have knowledge, directly or

* dndirectly.
(b) "Income' does mot imclude:
. (L) Campaign contributions required to be reported under
Chapter 4 of the Political Reform Act of 1974.

(2) Salary and reisbursement for expenses or per diem
zecelved from a state or local govermment agency and reimbursement
for travel expenses and per diem received from a boma fide educationsal,
academic, charitable, or employee orgamizatiom.

(3) Gifts of informational material, such as books,
pamphlets, reports, calendars or periodicals.

(4) Free admissioms, food, beverages, or similar nominsl
benefits provided to a person at the event at which he spegks or
provides a similaxr sexvice,

(5) Gifts whichk are not used and which, within 30 days
after receipt, are returmed to the donor or delivered to a charitable

organization without being claimed as a charitable contributiom for -
'taX purposes.
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(6) Gifts and loans from an individual’s spouse, child,
parent, grandparent, grandchild, brother, sister, parent-in-law,
brother-in-law, sister-in-law, aumt, uncle, or f£irst cousin, or the
spouse of any such persem; provided that a glft or loan from any such
pexson shall be comsidered income if the domor or lemder is acting as
an. agent or intermedisry for any person mot covered by this paragraph..

(7) Loans by commercial lending institutions im the regular
course of business.

(8) Any devise or inheritance.

(9) 1Interest, dividends or premiums on & time or demand
deposit in a financial institution, shares in 2 credit union or any
insurance policy, payments received under any imsurance policy, or
any bond or other debt imstrument issued by any government or
government agency.

(10) Rents, royalties and other income from real estate
located outside the State of California.

(11) Inceme, other than gifts, recelved from business
entitles or persons outside the jurisdiction of the State of Californmia
and not dofng business within the jurisdiction of the State of
California at any time during the two years prior to the time any
. Statement or othex action is required undexr this code.

(12) Dividends, interest or any other return om a security
which 1s registered with the Securities and Exchange Commission of the
United States Government.

Section 14: "Interest in real property” includes any leasehold,
beneficial ox ownership Interest or am option to acquire such an
lnterest in real property located in the State of California if the
fair market value of the interest is greater than ome thousand dollars
($1“°°0) Interests in real property of an individual inmclude a
pro’rata share of interests in real property of any business emtity
~or “rust in which the individual owns, or spouse owns, a ten percent

o

AT
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Interest or greater, directly, imdirectly or bemeficially, snd of
wiaich spouse’s interest the desigpated employee has, or should heve
knowledge. ,

interest in xeal propexrty does not include interest in
real property located outside the State of Califoruis.

Section 15: "Investment' means any financial interest in or security
issued by a business entity, .including but not limited to common stock,
praferred stock, rights, warrants, options, debt instruments and 2ay
" partnership or other ownership interest, if the busizess emtity or zay
;parent, subsidiary or otherwise related business entity hes an interest
in real property in the State of Califormiz, or does business or plans
t5 do business in the State of Califormia, or has done business within
the State of Califoxnia during the two years prior to toe time any
statement is required under this code. No asset shall be deemed an
favestment unless its £air market value exceeds $1,000. The terw
"investment' does not include a time or demand deposit inm a fizancizl
ostiturion, shares in & ¢credit unlon, any insurance policy, or azny
bead issued or other debt instrument issued by any government or
zovernmental agency. Investments of an individual includes & pro rata
share of Investments of any business entity or trust in whick the
Individual owms, or spouse owns a ten percent interest or greater,
directly, indirectly or bemeficizlly, amd of which spouse 's interest
the designated employee has, or should have, knowledze.

Section 16: 'Pericd covered' by a statement required to be filed by
this code meens, wnless a different period is specified, the pexiocd
beginning with the day after the closing date of the most Tecent
statemeat which has been fiied and ending with the closing date of
the statement ir questiomn. I£ the person filing the statement has
“uot. previously f£iled a statement, the period begins on the effeccive
date of tifs code.
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Section 17: 'Person'" means any individual, partnership, f£irm,
proprietorship, joint venture, syndicate, business trust, company,
corporation, association, committee, and any other oxganization ox
group of persons acting in concert.

Section 18: '"Statement' unless otherwise indicated, means a statement
of reportable interests required by this code.

Seetion 19: Unless a term is defined differently in this code, the
definitions contained in Chapter 2 of the Political Reform Act of
1974, Government Code Section 82000 et seq., and regulations
promulgated by the Fair Political Practices Commission, 2 Califormia

Administrative Code Section 18700 et seq., shall govern the construction
of this code.

Article 2
General Prohibitions

Section 20: No designated employee shall take Commission action,
participate in taking Commission action, or in any way attempt to use
his official position to influence Commission action, or the action of
a Commissioner, in which he knows ovr has reason to keow he has a
financial interest,

Section 21: Section 20 does not prevent any employece from taking
Commission action or participating in the taking of Commission action
to the extent that his participation is legally required for the
action taken,

A designated employee is legally required to take or
participate in the taking of Commission action within the meaning of
this section if pursuant to Sectioms 30(a), 30(b), oxr 30(c) of this
code the supervisor of the desiznated employee or the Executive
Director bhas determined it is in the public interest that such
designated employee who has filed a conflict of interest statement
with his supervisor be directed to take or participate in the taking
of the Commission action in which he has a declared couflict of
interest, when he is acting pursuant to Section 30(b) of this code
before his supexvisor has acted on his request for disqualification, ox
when he is aeting pursuant to Section 22 of this code before being
actually disqualified.

=11~
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Section 22: Any person who has prior knowledge, or should have prior
knowledge, of a conflict of interest situation which may disqualify
an Examiner from participating as a hearing officer in a proceeding
and who seeks to disqualify such Examiner from participating in 2
proceeding by reason of such conflict of interest must file the
notion to disqualify the Examiner prior to the first day of hearing.
A motion to disqualify an Examiner which is filed prior to the first
day of hearing shall be referred to the presiding officer for decision. |
A motion to disqualify an Examiner which is filed after thc hearing
has commenced shall be referred to the Chief Examiner for decision,
and the Examiner shall continue to participate as a hearing officer

in the proceeding wntil he is actually disqualified.

Section 23: A designated employee has a financial interest in a
Comission action within the meaning of this code if it is rcasonably
foreseeable that the Commission actiom will have a material fimamcial
effect, distinguishable from its effect on the public generally, om:

(a) Any business entity in which the employee has a direct oxr
indirect investment worth more than one thousand dollars ($1,000);

(b) Any real property in which the cmployee has a direct or
indirect interest worth more than ome thousand dollars ($1,000);

(¢) Any source of income, other than loans by commercial lending
institutions in the regular course of business, aggregating two
hundred f£ifty dollars ($250) or more in value received by or promised
to the cmployee within twelve months prior to the time when the
Commission action 1s taken; or

(d) Any business entity in which the designated employee is a
director, officer, partmer, trustee, cemployee, or holds any position
of management.




C.10084 1pl

APPENDIX A

For purposes of this section, indirect investment or interest
means any investment or interest owned by the spouse or dependent child
of any designated employee, of which investment cr interest the
designated employee has, or should have, knowledge, or any investment
or Interest owned by an agent on behalf of the designated employee, by
any dbusiness entity controlled by the employee or by a trus:t in which
the employee has a substantlial Interest. A business entity is
controlled by a designated employee 1f the interests held by the
designated employee, his agents, his spouse and dependent c¢hildren of
whose Investments or interests the descignated employee has, or should
have, xnowledge, constitute more than £ifty percent of the ownership
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Interest in the entity. A designated employee has a substantial
interest in a trust when the valuec of the present or future interests
in the trust held by the designated employee, his spouse and dependent

children of whose interest he has or should have, knowledge, exceeds .~
one thousand dollars ($1,000).

Section 24: An employee who has a fimancial interest whick it is
reasonably foreseeable may be materially affected by Commission action
has an affirgative duty either to divest himself of the financial
interest creating the conflict of interest within thirty days after he
becomes aware of the conflict situation or to disqualify himself Srom

taking or participating in the Commissiomn action im which he has a
conflict of interest,

Section 25: No conflict of interest situation arises because a
designated employee who is participating in a rate proceeding is

himself a member of a class of customers whose rates are in issue in
the proceeding, or has a financial interest in a customer (e.g., &
commercial or Iindustrial concern) which is a wewmber of a elass of
customers whose rates are involved in a Commission proceeding even

though such customer has entered an appearance and actively
participates in the proceeding.

Section 26: Because of Section 303 of the Public Utilities Code a
designated employee who acquires ownership of stocks or bonds or a
pecuniary Interest in anmy business entity that is subject im whole

or in part to regulatiom by this Commissior or in any holding company
or comglomerate which has a controlling interest in any business
entity that is subject in whole or iz part to regulation by this
Commission shall divest himself of such ownership or interest within
2 reasonable time after he becomes aware or should have knowledge that
the business entity is subject in whole or inm part to regulation by
this Commission oxr that the bolding company or conglomerate has 2
controlling interest in a business emtity which is subject in whole
or In part to regulation by this Commission.

-13-
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Section 27: No conflict of interest situation arises because a
designated employee owns stocks or bonds or has a pecuniary Interest

in 2 mutual fund (including investment trust, investment cozmpany ard
limited partnership exchange fund), an insurance company, 2 bank or
other f£inamcizl institution which has investments in or has made lozns
to 2 business entity which is subject in whole or in part to regulation
py this Commission, wmtil such time as the designated employee hes
Knowliedge that a contract between such a mutual fund (including
investgent couwpany, investment trust and limited partnership exchange
fund), Insurance company, bank or other financial Imstitution and a
business entity subject in whole or in paxt to regulation by this
Coxzission has become an iszue in a matter involving Commissiom zetion
in whick such designmated camployee is paxticipating.

The provisions of this section shall not apply to a
designated employee who owns ox whose spouse owns, directly, indirectly
or beneficizlly, and of which spouse’s interest the designated employee
has, or should have, knowledge, a tem percent interaest or greater in

suck 2 mutual fund, Insurance company, bank or other finaccial
Institution.,

Section 28: No conflict of interest situation arises beczuse a
designated cmployee owzs stocks or bonds or has a pecuniaryv interess:
in & busipecss entity of the type regulated by this Commission but not
doing business in California and not subject to reguiationm by this
Conmission.

{(2) By £iling with the Executive Director a Conflict of Iaterest
Statenznt and Statement of Intention to Divest under the Conflict of
Interest Code on the form shown in Appendix A attached hereto promptly
upon his becoming aware that 2 cornflict of interest situatiom has
arisen; and
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(b) By filing with the Executive Director a Statement
of Actual Divestment to Remove Conflict of Interest under the
Conflict of Interest Code on the form shown in Appendix B attached
hereto within thirty days after the corresponding Conflict of
Interest Statement and Statement of Intention to Divest under the
Conflict of Interest Code was filed with the Executive Director.

The f£iling of such statements and the divestment

pursuant thereto shall render the designated employee immune from
any disciplinary action that could otherwise be initiated by the
Commission by reason of the conflict of interest and shall relieve
the designated employee from any clalm or action under the quitical

Reform Act of i97h by reason of the conflict of interest which was
thereby removed.

Seetion 30: (a) VWhen a designated employee ascertains that a

conflict of interest situation has arisen prior to hearing with
respect to an assignment and he does not desire to remove the
conflict of interest pursuant to the provisions of Section 29
above, he shall cease all work on and take no further action in
connection with such assignment, and he shall promptly file with
his supervisor a Conflict of Interest and Disqualification State-
ment under the Conflict of Interest Code of the Pudlilic Utilitles
Commission in the form shown in Appendix C, attached hereto. I
the supervisor accepts the disqualification of the designated
employee and refers the assignment to another employee nothing
further need be done by the designated employee under this section.
If the supervisor rejects the disqualification the designated
employee shall comply with the supervisor's direction £o resume
working on the‘assignment or to continue working on the assignment,
until ne Ls notified by the Executive Director that the direction
of the supervizor has been countermanded and he has been disqualified

from taking further action on the assignment by the Executive
Director.

.-15-
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(p) Whnen a designated employee ascertains that a

conflict of interest situation has arisen during the course of a
hearing and the designated employee does not wish to remove the
conflict of interest pursuant to the provisions of Seetion 29
above, he shall promptly file with his supervisor a Conflict of
Interest and Disqualification Statement under the Conflict of
Interest Code of the Public Utilities Commission in the form shown
in Appencix C attached hereto, but he shall nevertheless continue
working and taking action on hls assignment until such time as
the supervisor accepts the disqualification of the decsignated
employee and refers the assignment to another employee, or if
the supervisor has rejected the disqualification, until such
time as the Zxecutive Director has notiried the designated
employee that the direction of the supervisor for him to continue
working and taking action on the assignment has been countermanded
and he has been disqualified from taking further action on the

ssignment by the Hyecut ive Director.

(e) Whenever & supervisor of a designated employee
who has filed a conflict of interest and disqualification state-
rent with his supervisor has rejected the disqualification and
has directed the designated exployee to resume or continue working
and taking action on an assignment desplte his declared conflict
of interest, the Executive Director may countermand the direction
of the supervisor by notifying in writing both the supervisor

and the designated employee of his deeision o countermand the
direction of the supervisor.
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(d) If a designated employee s required by Section 22,
Section 30(b), or by his supervisor %o resume or to continue worxing
and taking action on an assignment despite a declared conflict of
interest and pursuant to such sections or to such direction the
designated employee resumes or continues to work and o take action
on such assignment, he shall be immune from any disciplinary action
that ¢could otherwise be initiated by the Commiszsion by reason of such
conflict of interest, and both he and his supervisor shall de
relieved of any claim or action under the Political Reform Ace of
1974 by reason of the designated employee's resuming or continuing
to work and take action on the assignment despite his declared
conflict of interest. This Imaunity and relief from claim or action
under the Political Reform Act of 1974, of course, will not apply %o
any action taken by the designated emrloyee subsequent to the time
he 1s notifled by the Executive Director that the Executive Director
has disqualifiled the designated employee from taking further action
on the assignment involved with the conflict of interest.

(e) The designated employee and the supervisor shall each
retaln a copy of all statements filed pursvant to the provisions
of this section. Three coples of such statements shall be filed
wlth the Executive Director who shall retain one coRy in his public
files in San Francisco and one COPY in his public files in Los Arngeles
and send the original to the Fair Political Practices Commission in
Sacramento. The Executive Director shall file coples of any
directives issued by the Executive Director Pursuant to this section
at the offices of the Commission in San Francisco and Los Angeles
and with the Fair Political Practices Commission in Sacramento,
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(£) Notwithstanding the other provisions of this Section 30,
a Conflict of Interest and Disqualification Statement of a member
of the Commission, the Executive Director, or the Gemeral Counsel
shall be final and not subject to review.
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Article 3

Reporting of Financial Interests

Section 31: Every designated employee, other than & membexr of the
Commission, shall file, in a manner prescribed by this article,
statements disclosing all zeportable interests, as defined in
Sections 32-36, held by the designated employee.

Seetion 32: A reportable intexest for the Executive Director, the
General Counsel, and an Advisor to a Commissioner, a comsultant, and
any other designated employee who reports directly to a Commissioner
or to the Comuission and is not employed in 2 particular division of
the Commission staff, includes any investment, interest in real
property, and income within the State of Califormia, subject, of
course, to the limitations provided in the definitions of the terms

"investment'', "interest in real property"”, and "income" set Zoxth
in this code,

Section 33: For designated employees in the Traasportatiom Division
of the Commission, a reportable interest is any iavestment in, ox
income from, a business entity which is either:

() 4 xailroad corporation, airline common carrier,
pipeline coxporation, passenger stage corporation, highway carxrier
of property, vessel operator, warchouseman, freight forwarderx,
express corporation, charter-party carrier of passengers
subject to the jurisdiction of the Commission; or
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\0) A business entity that contracts with a business
entity described in subdivislon (a) to such an extent that
Commiscion action taken in %She regular exercise of the Commission's
Jurisdiction over a dbusiness entity descrided in subdivision (a)
could foreseeadly have a material finencial effect on the
contracting business entity.

Section 3h:  For designated employees in the Utilities Division,

and in the Energy Conservation Team of the Commission a reportable
interest is:

(a) ANy Investment in or income from a business
entity which 1s either:

(1) A gas corporati on, electric corporation,
-telephone corporation, water corporation, heat corporation or
Sewer corporation subjiesct to the Jurisdiction of the Commiszion, or
(2) A dusiness entity that contracts with 2 dusiness
entity desceribed in subdivision (2)(1) o such an extent that
Commlssion action taken in the regular exercise of the Commission's
jurisdietion over a business entity deserided in subdivision (a)(1)

covlad foreseeably have a materlial financial effcet on thc
coatract*ng buslness entity.

(o) Any interest in real property if:

(1) The real pr rty 1s loeated
service area or proposad °e“vice arca of a busin
descrided in suddivision (a J(1), and

(2) Commizsion action could foresceably have z
material financial effect on the interest in real property.

Section 35: For the Commission Representative, Southern California,
Data Processing Manager II, Information Officers I and IZI,

and designated employees in the Legal Division, other than the
General Counsel, in the Finance and Accounts Division, and in

the Examiner's Division, a reportable interest in any interest
defined as a reportable interest in Sections 33 or 34,
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Section 36: A reportable interest for the Accounting Officer II, the
Administrative Service Officer III, CEA, the Chief of the Adminiztra-
tive Services Division, and the Fiscal Officer I 1s any investment in
or Income from a2 business entity which contracts with the Commission
to provide goods, services, or materials to the Commission or with the
State of California to provide goods, services, or materials for use
by the Commission %o such an extent that such contract or contracts
could foreseeably have a material financial effect on the

contracting business entity.

Section 37: Designated employees employed by the Commission at the
time of the effective date of this code shall file statements on forms
provided by the Executive Director within thirty days after the
effective date of this code. The statements shall disclose ail
reportadle Investments and interests in real property held by the
designated employee on the effective date of this code. Subsequent
statements shall be Tiled by the designated employees annually
thereaflter on forms provided by the Executive Director. Such
subsequent statements shall disclose the reportadble invesiments and
interests in real property held at any time during the reporting
perlod together with the dates on which any such investments or
interests in real property were acquired or disposed of during the
reporting perlod and any reportable income received during the
reporting pericd. The annual date for filing these subsequent
statements shall be within thirty days after the end of the twelve
calendar month perlod following the date as of which the previous
statements were to have been f£iled within thirty days thereafter.

et ——
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Section 38: New designated employees shall file as of th first day
of the first calendar month after assuming office within thirty days
after the first day of such calendar month statements disclosing
reportable inveﬁtments and Iinterests in real property. Subsequent
statements shall be filed in the same manner as prescribed in
Section 37. The Persomnel Officer of the Commission shall Zurnish a
copy of this code t0 each new designated employee on the da@e he
accepts employment as a deslgnated employee with the Commission and
shall advise such new designated employee of his legal obligation to
f1le such statements.
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Section 39: Designated employees leaving a position specified in
Section 7 shall, within 30 days after leaving such position, file

a statement disclosing all repoxteble interests held by them during

the period between the date of the last statement required by

Section 37 and the date of leaving such position. This section shall
not apply to designated employees who leave a position specified in
Section 7 in order to immediately assume employment with the Coammission
in another position specified in Section 7 for which the definition of
reportable interest, provided £or in Sectioms 32-36, is the same.

Section 40: When an investment or an imterest in real property is
required to be disclosed under this Article, the statement shall
contain:
(a) A statement of the nature of the investment or interest;
(b) The name of the business entity im which each investment is
held and a general description of the business activity in which the

business entity is ergaged;

(¢) The address or other precise location of the real property;

(d) A statement whether the fair market value exceeds ten
thousand dollars ($10,000) and whethexr it exceeds one hundred thousand
dollars ($100,000);

(e¢) In the case of an investment which constitutes £ifty percent
or more of the owmership interest in any business entity, disclosure
of the investments and Interests in real property of the business
entity; and

(£) 1If the investment or interest in real property was partially
or wholly acquired or disposed of during the period covered by the
statement, the date of acquisition or disposal.

For purposes of this Article, an interest in real property
does mot include the principal place of residence of the designated
exployee.
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Scetion 41: (2) When income is required to be reported uader this
Article, the statement shall contain, except as provided in
subsection (b):

(1) The name and address of each source of income
aggregating two hundred f£ifty dollaxs ($250) or wmore in value during
the repoxting period, or twenty-five dollars ($25) or more in value
during the reporting period if the Income was a gift, and a genmeral
description of the business activity, if any, of each source;

(2) A statement whether the aggregate value of income from
each souxrce was greater than one thousand dollazrs ($1,000) during the
reporting period and whether it was greater than ten thousand dollars
($10,000) during the reporting period;

(3) A description of the comsideration, if any, for whick
the income was received; and

{4) In the case of a2 gift, the amount and the date on which
the gift was recelved.

(b) When income of a business entity, including income of 3 sole
proprietorship, is required to be reported under this Article, the
statement shall contain:

(L) The name, address and a general description of the
busircss activicy of the business entity;

(2) In the case of a business entity which provides legal
or brokerage services, the name of every person who paid fees to the
business entity {f the employee 's pro rata share of fees from such
person was equal to or greater tham ome thousand dollars ($1,000)
during the reporting perlod; and

(3) 1In the case of a business entity mot covered by
subsection (2), the name of every person £rom whom the busimess entity
received payments if the employee's pro rata share of the gross
receipts from such person was equal to or greater than ten thousand
dollars ($10,000) during the xreporting period.
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Section 42: If a designated employee has no interests to declare,
he shall write "none” on the schedules furnished by the Zxecutive
Director. Blank schedules are not acceptable.

Section 43: All statements required by this Article shall de

filed with the Executive Director on forms provided by the Executive
Director. The Executive Director shall make and retalin one copy

in his files in the San Francisco office of the Commission and

one copy In his files in the Los Angeles office of the Commission

and forward the original to the Fair Political Practices Commission
in Sacramento.

Article 4
Interpretation of the Code

Section 44: Any designated employee may request the Executive
Director t» issue an opinion with respect to his duties under
this code. The Executive Director shall, within fourteen days,
elther lssue an opinion or advise the person who made the request
whether the opinion will be issued. Copies of such opinions
shall be delivered to the designated employee requesting the
oplnion and to the Fair Political Practices Commission in Sacramento
and shall be maintained in the files of the Commission for public
inspection at 1ts San Francisco office and 1ts Los Angeles office.

No person who acts in good faith on an opinion issued to him
by the Executive Director shall be subJect to eriminal or civil
penaltles for so acting, provided that the material facts are
stated in the opinion request. :

Opinions 1ssued by the Executive Director may be modified
or revised by the Executive Director or by the Fair Political
Practices Commission but such modifications or revisions shall
be prospective in effect and only after notification has been
given te the designated employee who requested the opinien.
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Article 5
Enforcenent

Section 45: Any designated employee other than ¢ member of the
Cormission who violates any provision of this code is subject to
discipline by the Commission, including dismissal, subject to the
provisions of Section 19570 et seq. of the Govermment Codc.

Section 46: Any designated employee who realizes an ecomomic benefit
as a result of a violation of Article 2 of the code iz liable pursuent
o Section 91005(b) of the Political Reform Act of 1974 in a civil
proceeding brought by the Faixr Political Practices Commission or by a
person residing in the State of Califormia for an amoumt up to three
times the value of the designated employee's benefit.

Section 47: Sections 45 and 46 do not preclude criminal action against
2 designated employee who violates this code, pursuant to Chapter 1Z of
the Political Reform Act of 1974.

Section 48: Nothing in this code shall exempt a designated employece
from compliance with the applicable provisions of aoy statute including,
but not limited to, Section 303 of the Public Utilities Code ox the
Commission's Statement of Incompatibility promulgated pursuant To
Section 19251 of the Govermment Code.

Section 49: Where a claim or action is filed under the Political
Reform Act of 1974 against a designated employee and said designated
exployee has complied with the provisions of this code and has been
acting within the scope of his employment the Commission shall
undertake the designated employee's defense under the provisions of
Paxt 7 (commencing at Section 995 et seq.) of the Govermment Code.
The Commission's liability f£or any subscquent judgment or
any payment pursuant to any compromise or settlement on such ¢laim

or action shall be govermed by the provisions of Government Code
Section 825.
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Article )
Effective Date

Section 50: This code shall be effective no sooner than the
Tirst day of the fourth calendar monta following the date of the
receipt by the Executive Director of written notice that the code
has bYeen approved by the Falyr Political Practices Commission.
Upon receipt of such written notice such actual effective date
shall be inserted in this section in lieu of this provision as
the effective date of the code finzally adopted by the Commission.
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Conflict of Interest Statement and
Statement of Intention to Divest
Undexr the Conflict of Interest Code
Of the Public Utilities Commfssion

I, the undersigmed, a designated employee as defined in
Section 7 of the Conflict of Interest Code of the Public Utilities

Commission, have a £inancial interest in the following mamed business
entity:

The nature and value of such financial interest are as
follows:

In the oxdinary course of wy duties, I shall be participating
In the following action or decision affecting such busiress entity:

In oxder to remove the conflict of interest and gake it
unnecessary for me to disqualify myself from this assignment I hereby
declare that within thirty days from the date of this statement I shall

sell oxr otherwise dispose of oy financial interest in the above named
entity.

Date (Signature of designated ewmployee)
The gbove statement was £{led with the Executive Director

(Signature of Executive Director)

Note: The original and two copies
of this statement are to be filed
with the Executive Director of the
Public UtilitieﬁeCommissionﬁand
one ¢opy Is to retained the
designated exployee. 7
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Statement of Actual Divestment

To Remove Conflict of Interest

Undexr Conflict of Interest Code
Of the Public Utilirzies Commission

L, the undersigned, a designated employee as defined in
Section 7 of the Conflict of Interest Code of the Public Utilities
Commission, on (date) filed a
statement of intentiom to divest myself of all fimancial interest in
(entity) and
hereby declare under pemalty of perjury that on (date),
I actually did sell or otherwise dispose of such fimancial interest

in order to remove the conflict of interest occasioned by ay ownership
of such financial interest.

Date (Signature of designated employee)

Ihe above statement was f£filed with the Executive Director

(Signature of Executive Director)

Note' The original and two copies

0Z this statensnt are to be f£iled

with the Erecutive Directoxr of the

Public Utilitiecs Commission and

one copy is to be retained by the
esignated empioyee.
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Page 1 of 4

Conflict of Interest and Disqualification
Statement under the Conflict of Interest
Code of the Public Utilities Commission

I, the undersigned, a designated employee as defined in
Section 7 of the Conflict of Interest Code of the Public Utilities

Commission, have a financizl interest in the following named business
entity:

The pature and value of such financial interest are as
follows:

In the ordinary course of my dutles, I shall be participating
in the following action or decision affecting such business entity:

-

For the above reasons, I disqualify myself f£rom this
assigament and request that it be reassigned to anotber employee.

‘(Bignature of Designated Employee)

Date recelved (Signature of Supervisor)
by Supervisor

(Fitle of Supexrvisor)




o ®

C. 10084 /bl *

!

APPENDIX C TO CONFLICT OF INTEREST CODE
Page 2 of 4 '

Statenent of Action
By Supervisor on
Disqualification Sratement

I have xeviewed the agbove declaraticn. Your disqualification
1s accepted, and the above assigoment has been referred to

- You are directed to take no further action
on the above assigrment because of your - ceclared conflict of interest.

Date.

(Sigrature of Supervisor)

(Titie of Supervisor) .

Date lesignated Employee - (SZgiature of sesigmated Eaployee)
Tecelved a copy B ,

of this dirzction

1 have veviewed the ahove declararion amd your disqualifi-
- catlon Is rejected for the Sollowiriy weasons:

You are hereby directed to continue or resume working on the
above assignment despite your declared conflict of interest until you
have teen notified by the Executive Director that this direction has

been reversed ang you have been disqualified from taking further actionm
on the above assignment by the Executive Director.
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You will be notified 47 the Executive Director confirms
this direction to you to continue working on the above assignment
despite your declared conflict of interest.

The Conflict of Interest Code of the Public Utilities

. Coumission provides that where you have £iled a Conflict of Interest

' and Disqualification Statement and have been notified by your

' supervisor that the'public interest requires you to continue working
and taking action on the assignament involved in such statement despite
your declared conflict of interest and pursuant to such notice you
continue your work and take zctionm on such assignment you shall be
lozune from any disciplinary action that could otherwise be initiated
Sy the Commission by reason of your conflict of interest and you shall
be relieved of any claim or action under the Political Refornm Act of
1974 by reason of such conflict of imterest. This ioounity and rellef
from claim or acticn under the Political Reform Act of 1974, of course,
will not apply to any action taken by you subsequent to the time you
are notified by the Executive Director that he has disqualified you
from taking further action on the above assignuent.

Date : (Signature of Supef?lsofj’

(Titie of Supervisor)

Date Designated Exployee (Signature of Designated Employee)
received a copy ‘ ‘
of thls direction
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The foregoing conflict of interest statement and disqualify-
cation statement together with the statement of action by the

supervisor on the disqualification statement were f£iled with the
Executive Director on

(Signature of Executive Director)

Note: The original and two copies
of these statements are to be filed
with the Executive Director of the
Public Utilities Commission, ome
copy is to be retained by the

designated employee, and one copy

is to be retained by the supervisor
of the designated employee.
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BEFORE THE PUBLIC UTILITIES COM@;SSION OF THE STATE OF CALIFORNIA

In the Matter of Investigation

on the Commissioni!s own motion

for the purpose of adopting

a Conflict of Interest Code Case No. 10084
to govern the conduct of the

Commission and its employees.

STAFFIS PROPOSZED AMENDMENTS TO
PROPOSED CONFLICT OF INTEREST CODE

The staff, having received numerous comments from employces
and employee organizations, offers the following amendments to
the proposed Conflict of Interest Code, Appendix A to the Order
Instituting Investigation in this matter:

1. Section 2(e) - Add the word "Designated" before
"Employee" at the beginning of Section 2(e).

2. Section 2(e)(2) - Delete portion of sentence
following the word “"Commission'.

3. Section 2(e)(3) - Add to list:

Account Clerk
Account Clerk II
Accounting Techniclian

Senlor Account Clerk 7 »
Semior File (lerk pL (‘?
Add new Section 2(f) - "Employee means the members

of the California Fublic Utilities Commission and
any person employed dy the Commission, including
Civil Service employees, Civil Service exempt
employees, and consultants."

Renumber reméining subdivisions of Section 2.

¢ /o gL

/
<Za»°wga¢(}zu~cxgiélﬁa.
S Fap 76 Kae SThyf76,
e
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Section 2(h)(2)b. - Delete and substitute "Salary

and reimbursement {or expenses or per dlem received
from a state or local government agency and relmburse-
ment for travel expenses and per diem received from

a bona fide educational, academic, charitable or
employee organization'.

Add the phrase "of which the individual has, or
should have, knowledge':

a. After the words "spouse owns" in
Section 2(h)(31).

b. After the words "members of the immediate
family" in Section 2(3).

After the viords "spouse owns" in
Section 2(3).

d. After the words "spouse owns" in
Section 2(k).

Section 2(k) - Delete the comma following the words
"other debt instrument”.

Section & - Delete the final paragraph and substitute;
"For purposes of this section, indirect investument
or interest means any investment or interest owned
by the spouse or dependent child of any employee,

of which the employee has, or should have, knowledge,
or any investment or interest owned by an agent on
behalf of the employee or by any business entity
controlled by the employee or by a trust in which
the employee has a substantial Interest. A business
entity is controlled by an employee if the_}nxer~
ests held by the employee, his agents, hls spouse

and dependent children, of which he has, or should
have, knowledge, constitute more than 50 percent
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of the ownership interest in the entity. An
employee has a substantial interest in a trust
when the value of the present or future interests
in the trust held by the employee, his spouse

and dependent children, of which he has, or
should have, knowledge, exceeds one thousand
dollars ($2,000)."

Vherever the word "employee" or "employees" appears
in Title III, delete and substitute the words
"designated employee" or "designated employees'.

Section 8(b) - change "affect” to "effect”.

Section 9 - add the phrase "and the Energy
Conservation Team"” after the words "Utilities
Division".

Section 1) ~ add the phrase "Coammission
Representative, Southern California" after
the words "Fiscal Officer'.

Section 12 - add the sentence: 'The tera
tconsultant to the Commission! includes only
those individuals who report directly to the
Commission or to a Commissioner and are not
employed in a particular division of the
Commission Staff,"

Section 13 - add the sentence: "Designated
employees who hold no reportable interests shall
file statements indicating that fact”.

Section 16 - add Subdivision (f) to read: '"For
purposes of this Title, an interest in real.
property does not include the principal place
of residence of the designated employee."
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i7. Section 20 - delete the phrase, "three tines
the benefit" and substitute, Mthree times
his benefit",

Add Section 22 to read: "Nothing ih .this
Code shall exempt an employee from compliance
vith the applicable provisions of any statute
including, but not limited to, Section 303 of
the Public Utilitiws Code."

Dated at San Francisco, California, this 24th day of May,

1976.

fgg%géwu'5557?;;1¢k1‘“fz4¢¢(

Thops J. MacBride /Jr.
gg;arr COunsel'/F




C.10084 . . '
APPENDIX B ‘.'
Page 5 of 5

© BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA

Investigation on the Commlission's

own Motion for the Purpese of .
Adopting a Conflict of Interest Case No. 10084
Code to Govern the Conduct of the

Commission and its employees.

AMENDMENT TO EXHIBIT ONE

1. Paragraph 3. Add to 1ist: Customer Service
Representative, PUC

2. Paragraph 18. After the words "Public Utilities Code",
add the words, "or the Commission's Statement of Incompatidbility
promulgated pursuant to Section 19251 of the Government Code.”

Dated 2t San Francisco, California, this 27th day of M2y, 1976.

Tho J. MacBride,;;K?
Staff Counsel

Pro 029
/'77 ;
Clrinnnid Vovwe Sk,
Roer, ST2F 7.
W&
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CONCURRING AND DISSENTING OPINION OF
COMMISSIONERS ROBERT BATINOVICH AND LEONARD ROSS:

We disagree with the statement on page 21
that ownership by Commissioners or Key employees of
stock in out-of-state utilities should not be subject
To regulation by this Commission. We believe tha<
the Commission should, either as part of the Confliet
of Interest Code or as part of its own znternal

T -,.,:Aa -

standards, provide for at least d;sclosure of
szgnxf;cant investments of that type.

hobert Batinovich
President

"Qﬁm/ @z.,

Leonard Xoss
Commissioner

San Francisceo, California

January 5, 1977




