
State of California Board of Equalization 
Legal Division-MIC: 82 

Memorandum 

To: Ms. Michele Stuart Date: August 15, 1996 

Board Proceedings Division 

From: Mary C. Armstrong 
Acting Chief Counsel 

Subject: Contribution Disclosure Opinion 96-2. 
Members of the Board are not prohibited from taking action in a matter if a party has failed to 
file a Contribution Disclosure Form. Although foreign nationals are prohibited from making 
contributions, if no contribution disclosure forms have been filed prior to the proceeding, 
Members should review their own contribution disclosure records to make sure that they have 
not received a contribution from the party or participant in the 12 months prior to the 
proceeding since the statute places the prohibition on the Board Members. Contributions from 
a subsidiary of a party are not disclosable and not disqualifying under section 15626. 

Questions: 

1. Maya matter be included on the agenda for Board Action when two parties to 
the action, who are foreign nationals located in a foreign country (Iran), have not 
submitted a Contribution Disclosure Form? 

2. Does a contribution of $250 or more made by a wholly owned subsidiary of a 
party result in a conflict of interest for that Member in participating in quasi-judicial 
decisions that affect that party? 

Conclusions: 

1. Parties and participants in· an adjudicatory proceeding before the Board must 
complete a Contribution Disclosure Form. However, nothing prohibits the Board from 
taking action in a matter when a Contribution Disclosure Form has not been filed by a 
party. However~ since Government Code section 15626 prohibits the Board Members 
from making decisions in proceedings where a party or participant has contributed $250 
or more to the Member, it would be prudent for each member to review their own 
contribution disclosure records to make sure that they have not received a contribution 
from a party or participant in the 12 months prior to the proceeding. 
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2. Contributions from a subsidiary of a party in an adjudicatory proceeding before 
the Board are not disclosable and not disqualifying under Government Code section 
15626. However, this section would apply if the subsidiary in question was a party or 
participant to the proceeding. 

Discussion: 

1. Contribution Disclosure Forms: Parties to an adjudicatory proceeding before 
the Board must complete a Contribution Disclosure Form. Your question concerns two 
issues: First, whether the Board can act when parties do not complete and submit 
Contribution DisClosure Forms, and second, whether parties that are foreign nationals 
need to complete the forms. With respect to the first issue, past opinions have stated that 
since nothing prohibits the Board from taking action where a Contribution Disclosure 
Form has not been filed, the Board could make the decision in question. However, the 
opinions cautioned that since the statute prohibits the Board Members from making 
decisions in adjudicatory proceedings where a party or participant has contributed $250 
or more to the Member, it was incumbent upon the member to ensure that no 
contributions have been received. (Contribution Disclosure Opinion 92-1 and 93-7.) 

Since the issuance of those opinions, Regulation 7011 (Title 18, Division 2.2 of 
the California Code of Regulations) was enacted. While this regulation, in even stronger 
terms, imposes an obligation on the parties and participants in Board proceedings to file 
the Contribution Disclosure Form, it still does not restrict the Board Members ability to 
act where a form has not been filed. 

Additionally, the risk of violating Government Code section 15626 is less in the 
case where the party or participant is a foreign national. The Federal Elections Campaign 
Act (FECA), in 2 USC 441e, provides: 

"(a) It shall be unlawful for a foreign national directly or through 
any other person to make any contribution of money or other thing of 
value; or to promise expressly or impliedly to make any such contribution, 
in connection with an election to any political office or in connection with 
any primary election, convention, or caucus held to select candidates for 
any political office; or for any person to solicit, accept, or receive any such 
contribution from a foreign national." 

Unlike most of the other provisions of the FECA, section 441e applies to any election 
for any political office, including state and local offices. (Federal Elections Commission 
Advisory Opinion, No: 1992-16.) The term "foreign national" is defined to include: 



Ms. Michele Stuart 
August 15, 1996 
Page 3 

(1) A government of a foreign country and a foreign political 
party; 

(2) A person outside of the United States, unless it is 
established that such person is an individual and a citizen of and 
domiciled within the United States, or that such person is not an 
individual and is organized under or created by the laws of the United 
States or of any state or other place subject to the jurisdiction of the 
United States and has its principal place of business within the United 
States; and 

(3) A partnership, association, corporation, organization, or 
other combination of persons organized under the laws of or having its 
principal place of business in a foreign country. 

Consequently, Regulation 7011 would require that a Contribution Disclosure 
Form be sent to all parties and that all parties complete the form. However, failure to 
complete the form would not interfere with the conduct of the proceeding if the Board 
Members have not actually received contributions from a party or participant in the 12 
months prior to the proceeding. Moreover, where the party is known to be a foreign 
national, the party would be prohibited under federa11aw from making a contribution in a 
state election, and therefore, the potential for a conflict of interest under section 15626 is 

1 even more remote. 

Please note, however, that in most cases whether the party is a foreign national 
will not be a fact known to the Board Members. Moreover, section 15626 does not 
distinguish between contributions lawfully given and those that might be given in 
violation of federa11aw. Thus, we would reiterate the prior advice that it would be 
prudent for each member to review their own contribution disclosure records to make 
sure that they have not received a contribution from the party in the 12 months prior to 
the adjudicatory proceeding. 

2. Parents, Subsidiaries, and Otherwise Related Business 'Entities: Generally, 
contributions from business entities that are parents (Contribution Disclosure Opinion 
92-2), subsidiaries (Contribution Disclosure Opinion 91-15), and otherwise related 

1 Section 441 e does not apply to a corporation organized under the laws of any state within the United States, 
with a principal place of business within the United States, is not a foreign national, even where wholly owned by
a foreign national. ~C Advisory Opinion, No: 1992-16.) Section 441e would prohibit foreign nationals, from 
funding, directing, dictating, controlling, or directly or indirectly participating in the decision-making process 
related to the business's federal or nonfederal election-related activities. 
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(Contribution Disclosure Opinion 91-2) to a party in an adjudicatory proceeding before 
the Board are not disclosable and not disqualifying under Government Code section 
15626. 

The situation before you concerns a party that wishes to amend the Contribution 
Disclosure Form that the party completed to reflect a contribution in excess of $250 made 
by a wholly-owned subsidiary of the party. Pursuant to the prior advice set forth above, 
the Notice should not be amended to reflect this contribution. Please note, however, that 
this conclusion would be different if the subsidiary in question was a party or participant 
to the proceeding. 

If you have further questions concerning this matter, please contact Tax Counsel 
John Wallace at 323-2481. 

JWW:pf 

cc: Honorable Joban Klehs 
Honorable Ernest J. Dronenburg, Jr. 
Honorable Dean F. Andal 
Honorable Brad Sherman 
Honorable Kathleen Connell 
Contribution Disclosure Binder Distribution List 
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