August 12, 1999
Stephen Sixt

640 East Road

La Habra Heights, CA 90631

Re: Your Request for Advice

       Our File No. I-99-168
Dear Mr. Sixt:

This is in response to your request for advice under the statement of economic interests disclosure provisions of the Political Reform Act (the “Act”).
  Since your request is only for clarifying information to assist you in completing your statement, your letter is considered a request for informal assistance.

QUESTION
For purposes of disclosure, what does it mean for an entity to be “doing business in the jurisdiction”?

CONCLUSION
A business entity is doing business in the jurisdiction if it, or any subsidiary or otherwise related business entity, does business or plans to do business in the jurisdiction, or has done business at any time during the two years prior to the time any statement is required to be filed.  By doing business, an entity is distributing or manufacturing its services or products on a regular basis throughout your jurisdiction.  

 FACTS
You are the newly appointed City Treasurer of the City of La Habra Heights.  As the City Treasurer, you are required to complete a statement of economic interests Form 700 disclosing all sources of income, all interests in real property and all investments in entities which are located in, or doing business in, the City of La Habra Heights.  You have provided an extensive list of your stock interests and have asked if they are “doing business” in the City. You stated in your letter that the City of La Habra Heights is residential.  There are no banks, hotels, hospitals, airports, manufacturing plants, office buildings, or commercial or retail businesses.  You do not have a greater than 10% interest in the investments listed and wish to know which of the securities are required to be disclosed on your statement of economic interests.

ANALYSIS
The Act requires certain public officials, such as city treasurers, to disclose all sources of income, all interests in real property and all investments in business entities.  (Section 87200.)  For purposes of disclosing investments, interests of $1,000 or more are reportable and can be stocks, rights, warrants, options, debt instruments and any partnership or ownership interest owned directly, indirectly or beneficially by the public official or a member of his or her immediate family.  The investment is reportable if the business entity or any parent, subsidiary or otherwise related business entity has an interest in real property in the jurisdiction, does business or plans to do business within the jurisdiction, or has done business within the jurisdiction at any time during the two years prior to the time any statement is required under the Act.  (Section 82034.)

The Commission further defined the phrase “doing business in the jurisdiction” to mean that it is not necessary for the business to be headquartered in the jurisdiction, or have distribution or manufacturing facilities in the jurisdiction. It can be doing business if it has business contacts in the jurisdiction.  (In re Baty (1979) 5 FPPC Ops. 10.)  This means manufacturing, distributing, selling, marketing, or purchasing products or services on a regular basis in the jurisdiction, or having an office in the jurisdiction.  Marketing of products or services often occurs through radio or television advertisements reaching potential buyers in the comfort of their homes.  Toys R Us for example, a toy manufacturer and one of the investment interests on your list, uses the television as a major marketing tool to reach parents as potential buyers of its products, as do many large product or service based businesses.  The Internet is another mechanism for companies to market their products or services in a customer's home. 

Some of the business entities on your list may be doing business in your jurisdiction, while others may not.  We cannot make that determination for you. You the public official must “verify” under penalty of perjury that you have used reasonable diligence in preparing your statement and that to the best of your knowledge the information on the statement is true and complete.  The description provided above should help with that determination.  If you suspect a business entity is doing business in your jurisdiction, report that investment.  If unsure, you may want to make a written inquiry of each company.  (Knudson Advice Letter, No. A-99-067.)

I trust this provides you with some guidance in completing your statement of economic interests.  If we can assist you further in that regard, please feel free to contact the Commission's Technical Assistance Division at (916) 322-5660.

Sincerely

Steven G. Churchwell

General Counsel

By:
Jeanette E. Turvill

Political Reform Consultant

Technical Assistance Division
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�Government Code Section 81000-91014.  Commission regulations appear at title 2, sections 18109-18995, of the California Code of Regulations.


�Informal assistance does not provide the requestor with the immunity provided by an opinion or formal written advice.  (Government Code Section 83114; 2 Cal. Code of Regs. Section 18329(c)(3).)





