

January 25, 1995

Ms. Cathy Schlottmann

District Secretary

Mission Hills Community Services District

1430 East Burton Mesa Boulevard

Lompoc, California  93436



Re:  Your Request for Advice




Our File No. A-94-404

Dear Ms. Schlottmann:


You have asked for advice regarding public officials' required disclosure of economic interests under the provisions of the Political Reform Act (the "Act"). 

QUESTION


Under the provisions of Section 87200 and Commission Regulation 18720, are members of the Mission Hills Community Services District (the "district") considered "other public officials who manage public investments" who must file disclosure of their economic interests on Form 721 instead of Form 730? 

CONCLUSION


Based on the facts presented, the district's board members and manager are considered "other public officials who manage public investments."  These individuals are subject to the disclosure requirements of Article 2, Chapter 7 of the Act and should file a Statement of Economic Interests Form 721.  As a designated employee, the district secretary should continue to file a Statement of Economic Interests Form 730.  

FACTS


The district provides water and wastewater services to a community of 1,100 homes.  The district has a small staff of about seven people.  Since the district was formed after Proposition 13, it receives no tax revenues.  The district's sources of revenue include user charges and fees, and interest income.


The district's funds are invested in three places, approximately $1.5 million with the State Treasurer's Local Agency Investment Fund, about $1 million with the Santa Barbara County Auditor-Controller, and the district's operational funds, averaging $60,000, are with a local bank.  The receipts from the district's monthly billing are deposited into a local bank savings account, which earns nominal passbook rate interest.  The majority of the district's expenditures are paid from a checking account at the local bank.  Money is transferred from the savings account to the checking account as checks are written during the month.


At the end of each month, the district manager and district secretary review receipts, expenditures, revenues for long-term debt payments and anticipated cash flow.  The manager and secretary determine whether funds should be transferred to either the county or the State Treasurer's fund, or remain at the local bank.  The district's board determined that this financial arrangement allows the district to benefit from the investment expertise of both the State Treasurer and the Santa Barbara County Treasurer and Auditor-Controller.

ANALYSIS


Section 87200 of the Act lists those officials, including  "other public officials who manage public investments," who are subject to the disclosure requirements of Article 2, Chapter 7 of the Act and must file extensive disclosure of their economic interests on Form 721.  Other public officials or employees are subject to the disclosure requirements of Article 3, Chapter 7 of the Act and must file Form 730, if they are designated in their agency's Conflict of Interest Code.  


Regulation 18720(a) sets forth the following definitions to assist in interpreting the phrase "other public officials who manage public investments":


(1) "Public investments" means the investment of public moneys in real estate, securities, or other economic interests for the production of revenue or other financial return.


(2) "Public moneys" means all moneys belonging to, received by, or held by, the state, or any city, county, town, district, or public agency therein, or by an officer thereof acting in his official capacity, and includes the proceeds of all bonds and other evidence of indebtedness, trust funds held by public pension and retirement systems, deferred compensation funds held for investments by public agencies, and public moneys held by a financial institution under a trust indenture to which a public agency is a party.


(3)  "Management of public investments" means the following non-ministerial functions:  directing the investment of public moneys; formulating or approving investment policies; approving or establishing guidelines for asset allocations; or approving investment transactions."  


The "user charges and fees" and the "interest income" received by the district would constitute public moneys under the above definition.  The district's investment of these moneys with the State Treasurer's Local Agency Investment Fund and the Santa Barbara County Auditor-Controller constitute public investments within the regulation's definition.  


In addition, officials at the district are "managing public investments" under the above definition if they direct the investment of public moneys or approve investment transactions.  Although officials at the district are not directly choosing stocks or bonds or managing an investment portfolio, under the language of the regulation, their decisions to allocate public moneys between the State Treasurer's fund, the county Auditor-Controller, and the local bank would constitute directing the investment of public moneys or approving investment transactions.    

  
Regulation 18720(b) defines "other public officials who manage public investments" to include:


(1)  Members of boards and commissions, including pension and retirement boards or commissions, or of committees thereof, who exercise responsibility for the management of public investments; [and] 


(2)  High-level officers and employees of public agencies who exercise primary responsibility for the management of public investments, such as chief or principal investment officers or chief financial managers.  This category shall not include officers and employees who work under the supervision of the chief or principal investment officers or the chief financial managers.... 


You have stated that the district's board members approved the financial arrangement whereby the district's funds are divided among the county, the State fund and the local bank.  You further stated that the district manager and secretary work together in reviewing the district's finances and determining whether funds should be transferred to the county or the State fund or remain at the local bank.  However, the manager is ultimately responsible for the decision.  Under Regulation 18720(b), the district's board members and manager should file a Statement of Economic Interests Form 721 and the secretary should file a Form 730. 


If you have any other questions regarding this matter, please contact me at 916/322-5901.

Sincerely,

Steven G. Churchwell

General Counsel

By:  Hyla P. Wagner

Counsel, Legal Division

