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OPINION NO. 113

A member of a state board disclosed that a local company of which he is an officer,
director and shareholder, owns approximately 10% of the total shares issued and outstanding
of another local corporation of which he is also a director.  The state board of which he is a
member is the majority shareholder of this second corporation.  This employee has resigned
his position as director of this second corporation and intends to disqualify himself from
consideration of any matters concerning the second corporation, including the use or operation
of the corporation's property.

He inquired whether he should take any further action in order to avoid any violation
of the State ethics law.

Any action which this board takes with regard to its interest in the second corporation
would directly affect the interest of other stockholders inasmuch as it is the majority
stockholder with the power to implement its decisions by virtue of its majority representation
on the board of directors of the corporation.  For this reason, official action by the state board
relating to the second corporation would affect the interest of the minority stockholders, one
of which is a business in which this employee has a substantial financial interest by virtue of
his ownership interests and management responsibilities.  The Commission, therefore, ruled
that under HRS, §84-14, it was proper for this individual to disqualify himself from
participation on state business involving the second corporation.  We added that he should
also refrain from formal or informal discussion relating to the second corporation with
members or staff of the state board and its affiliated state agencies.

The State ethics law did not require him to divest himself of the private financial
interest discussed herein unless a substantial part of his state functions conflicted with his
private financial interests.  Cf. Opinion No. 46 and Decision No. 1.  Unless his financial
holdings had substantially changed since he last filed a detailed disclosure with us, we had
reason to believe that there were many other areas in which he would be able to contribute
and participate as a member of this state board.

Dated:  Honolulu, Hawaii, July 29, 1971.
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Note: The vacancy created by the resignation of James F. Morgan, Jr. had not been filled.




