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January 4, 1984 

Clayton P. Roche 
Deputy Attorney General 
Department ot Just~ce 
3 50 M cA 11 ~ s t e r S t r e e t , Rm. 6 00 0 
San Franclsco, CA 94102 

Enforcement 

322-6441 

Re: Opinion No. 83-1008; Our 
Advice No. A-83-292 

Dear !Vlr. Rocne: 

You have requested the Commission's input regarding Attorney 
General's Opinion No. 83-1008 relating to possiole conflicts of 
interest involving tne Yuba County water Agency. We will 
address only the issues raised under the Political Reform 
Act.!/ (the "Act"). The material facts presented for our 
analysis are as follows:~1 

FACTS 

The YuOa County Water Agency (the" Agency") is an "agency" 
within the meaning of the Act,l7 whose board members are 
"public officials" within the meaning of the Act.!! The 
Agency board cons~sts of the five members of tne Yuoa County 
Board of Supervisors plus two representatives from the member 
units, selected oy the Advisory Council. The Advisory Council 

II Government Code Sections 81000-91014. All statutory 
references made are to the Government Code unless otherwise 
specified. 

~I If this were a direct request to us for advice 
pursuant to Sectlon 83114, we would require more factual detail 
before rendering specific advice. 

21 Section 82003. 

!I Section 82048. 



Clayton P. Rocne 
January 4, 1984 
Page 2 

is comprised of memDers of the boards of directors of the member 
units. The two non-supervisorial positions on the Agency's 
board must be selected by tne Advisory Council from its 
membership. Consequently, two members of the Agency's board 
must be members of the member units' boards. 

Among the member districts of the Agency are the following: 

Irrigation Districts 

South Yuba Water District 
Wheatland Water District 
Brophy Water District 

Municipal and Industrlal 

Olivenurst Public utility District 
Linda County Water District 
City of Wheatland 

Tne Agency sells water to the member districts and has the 
power to construct water storage, flood control and power 
generation facilities and has done so in constructing the New 
Bullards Bar Dam. In addition, the Agency has been planning to 
construct a canal~1 taking water from the Yuba River to the 
southern part of the County for sale to the three water 
distrlcts organized in that area.~1 Recently two of the 
districts21 have expressed a desire to withdraw from the joint 
project, leaving only the Wheatland Water District still 
interested. Apparently this has caused some strife amongst the 
various districts involved, as evidenced by the October 26, 
1983, letter from Paul R. Minasian, attorney. for the South Yuba 
Water District, to your office. The three districts are 
apparently battling for water allocation. 

The Board of Directors of the Yuba County Water Agency 
consists of the following seven members, described as follows in 

~ This canal construction project would be financed by a 
PL984 Federal Loan. 

il South Yuna Water District, Brophy Water District and 
Wheatland Water District. 

21 South Yuba Water District and Brophy Water District. 
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Mr. MInasian's letters (lncluding bacKground information as to 
their relationships w1th water 1ssues facing the Agency) • 

1. Michael Rue 1S a Director and President of the 
Board of South Yuba Water District, elected by the 
[Advisory Council] to tne Yuba County Water Agency. He 
is, of course, a landowner withIn South Yuba Water 
Distr1ct. 

2. Doug Waltz, Supervisor 1n Yuba County, and 
also a landowner within the Wneatland Water Distr1ct. 
Mr. Waltz is the brother of a director of the Wheatland 
Water Distr1ct, Price Waltz.~/ 

3. Sam Shintafter, a landowner within the 
Hallwood Water Company, a member unit holding a 
contract for waters from the Yuba River which lies 
north of the R1ver. The amount or quantity of waters 
which are contracted for by tne Yuba County Water 
Agency south of Yuba River may in the future have some 
impact upon the ab1lity of Hallwood Water Company to 
purcnase water under a clause in their water contract 
permitting them to so purchase and to the application 
of deficiency clauses during dry periods. The 
application of those deficiency clauses will probably 
be more strict and occur more often after contracts are 
entered into for water service in the South County 
area. 

~/ It should be noted here that the fact they are 
brothers 1S not a basis for a conflict of interest under the 
Act. Tnis fact is included here only because it has been raised 
in the correspondence and rather than ignore it, we decided to 
formally lay it to rest. In addition to the facts provided in 
Mr. Minasian's letter, Yuba County Counsel Dennis Barlow 
provides the follow1ng salient information regarding Mr. Waltz. 
He "is a rice grower and owner of sUbstantial property within 
the Wheatland Water District. The actions of the Agency in 
securing a [PL984] loan for a canal system and then selling the 
water to the [D]istrict which would in turn develop a 
distribution system and sell water to the individual landowners 
on the d1str1ct would be of benefit to him in that his costs in 
securing water would be decreased." 
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4. Charles Center, a member of the Board of 
Supervisors, who lives and owns property within the 
boundaries of the Olivehurst Public Utility District. 
The costs of water to tne Olivehurst Public Utility 
District, Linda County Water District, South YUba, 
Brophy or Wheatland or the City of Wheatland, would all 
vary to some degree with the question of whether or not 
South Yuba and Brophy are denied a water contract from 
the river or whether they are required to participate 
1n tne PL984 project. Further, the question of 
allocation of amounts of water among these districts 
will nave a dramatic affect [sic] upon the costs of 
tneir water service. 

5. John Dower, Supervisor from the Marysville 
area, is a landowner within the City of Marysville. 
The City bUYS water under a contract with the Agency 
for recreational filling of a laKe. 

6. Mr. McGill is a Supervisor, and a resident 
landowner within the Yuba County Water District, a 
Cal1torn1a water d1str1ct within Yuba County. This 
District does not presently have raj contract for 
water, out has been allocated a large amount of water 
by tne Agency under its minutes in the past. Any water 
contract entered into in the South County area affects 
the chances that the Agency will live up to its 
or1ginal premises or will apply the deficiency clause 
on a strict basis should a contract be entered into 
hereafter with Yuba County Water District. 

7. Mr. Devereaux is the Supervisor from the Linda 
area and we are informed that he lives and owns land 
witnin the boundaries of the Linda County Water 
[District]. Under the PL984 project, this District, 
like the Olivehurst Public Ut11ity District, would 
obtain sUDstantial amounts of water with no financial 
contribution or guarantees until those agencies elected 
to take water from the project. 

QUESTIONS 

Questions have been presented to you regaraing at least two 
of these board members. The two general questions asked by Yuba 
County Counsel Dennis A. Barlow are as follows: 
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1. Maya airector of the Yuba County Water Agency 
who is also a director of a California Water District 
lawfully act on matters which directly affect the water 
district? 

2. Maya director of the Yuba County Water Agency 
wno owns land w1thin a Californ1a Water District 
lawfully participate in Agency actions whicn will 
provide water to such district? 

ANALYSIS 

Tne Act prohibits officials from acting on matters in which 
tney are financially interested. Section 87100 states: 

No pUblic official at any level of state or local 
government shall make, participate in making or in any 
way attempt to use n1S official position to influence a 
governmental decision in whicn he knows or has reason 
to know he nas a financial interest. 

A financial interest is defined in Section 87103, which 
reads as follows: 

An official has a financial interest in a decision 
within the meaning of Section 87100 if it is reasonably 
foreseeable that the dec1sion will have a material 
financ1al effect, distinguiShable from its effect on 
the pUb11C generally, on: 

(a) Any business entity in which the public 
official has a direct or indirect investment worth 
more than one tnousand dollars ($1,000). 

(b) Any real property in which the public 
official has a direct or indirect interest worth 
more than one thousand dollar s ($l, 00 0) . 

(c) Any source of income, other than loans 
by a commercial lending institution in the regular 
course of business on terms available to the 
public witnout regard to offiC1al status, 
aggregating two hundred fifty dollars ($250) or 
more in value provided to, received by or promised 
to the pUblic official within 12 months prior to 
tne time when the decision is made. 
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(d) Any business entity in which the pUblic 
official is a director, officer, partner, trustee, 
employee, or holds any position of management. 

For purposes of this section, indirect investment 
or interest means any investment or interest owned by 
the spouse or dependent child of a public official, by 
an agent on behalf of a public official, or by a 
business entity or trust in WhiCh the official, the 
official's agents, spouse, and dependent children own 
directly, indirectly, or beneficially a lO-percent 
interest or greater. 

In order for any ot tne directors of the Agency to have a 
conflict of Interest~/ whicn would require disqualification, 
the tests set forth in Section 87103 must be met, i.e.: 

1. There must exist one or more of the four specified 
financIal relationships; 

2. There must be a reasonably foreseeable financial effect 
flowing from the official action; 

3. The effect must be material as to the company in which 
the investment is held, the real property in which an interest 
is held, the source of income, or the business entity of which 
the official is a partner, officer, employee, etc. 

4. The material financial effect upon any of the above must 
be distinguishable from its effect upon the public generally. 
The "pUblic generally" has been defined to include a 
"signifIcant segment of the publIC generally." 2 Cal. Adm. Code 
Section 18703.lQ/ 

9/ We stress, again, that we are only considering issues 
raised under the PolitIcal Reform Act and only the facts 
presented here. 

10/ 2 Cal. Adm. Code Section 18703 states: 

A material financial effect of a governmental 
decision on an official's interests, as described in 
Government Code Section 87l03(a) through (d), is 
distInguisnable from its effect on the public generally 
unless the decision will affect the official's interest 

(continued next page) 
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Respondlng to the flrst question posed by Mr. Barlow, there 
is no basis under tne Act for a conflict of interest. The 
directors of the Agency who are selected from the directors of 
the member unlts (water/irrigation districts) have no investment 
in tne districts (they are not business entitiesll/), the 
districts are not an interest in real property of the board 
members, nor are the districts a source of income~/ or a 
ousiness entity for wnich tney are a director, etc. None of the 
bases for satisfying the first test, discussed above, is met. 
Consequently, tne fact that there may be a reasonaoly 
foreseeable material financlal effect upon the district is not 
sufficient to give rise to the requirement of disqualification 
unaer Sections 87100 and 87103. 

Responding to Mr. Barlow's second question, there is the 
potentlal tnat any or all of tne Agency's directors at some time 
may be required to disqualify themselves because an agency 

(Footnote 10, continued) 

in substantially the same manner as it will affect all 
members of the public or a significant segment of the 
public. Except as provlded herein, an industry, trade 
or profession does not constitute a significant segment 
of the general public. 

(a) In the case of an elected state officer, an 
industry, trade or profession constitutes a significant 
segment of the public generally. 

(b) In the case of any other elected official, an 
industry, trade or profession of which that official is 
a member may constitute a significant segment of the 
public generally if that industry, trade or profession 
is a predominant industry, trade or profession in the 
official's jurisdiction or in the district represented 
by tne official. 

* * * 
11/ BUSlness entities must be operated for profit. 

Section 82005. 

12/ Section 82030 (b) (2) excludes from the term "income" 
salary and reimoursement for expenses received by an official 
from a governmental entity. 
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dec1sion will affect their 1nterests 1n a material manner which 
is d1st1nguishanle from the effect on the public generally. 

In the case of Director Waltz, he apparently owns a large 
amount of land which needs water tor the purpose of growing 
rice. Obviously, he has an interest in real property worth more 
than $1,000 and an investment in his rice growing business worth 
more than $1,000. Presumably his rice growing business is a 
source of income of $250 to him and he is probably an officer, 
director, partner, etc., of the business. Consequently, the 
first of the tests is met. It is alleged that there will be a 
financial effect upon Mr. Waltz' business which will be a 
reasonably foreseeable result of the decision, i.e., lowered 
water COStS. We are glven no facts to establish the magnitude 
of the effect to determine if it is material under the 
gU1delines estaolished by our regulat1on, 2 Cal. Adm. Code 
Section 18702. Assuming that the materiality test is met, we 
then must address the "public generally" question. The test is 
articulated in our regulation, 2 Cal. Adm. Code Section 18703, 
quoted in relevant part in footnote 10, supra. 

The Commission has determined on numerous occasions that the 
public generally is the public in the ent1re jurisdiction.ll! 
The Jurisdiction of the Agency is apparently the entire County 
and also includes the jurisdictions of all of the member units, 
not Just the Wheatland Water District.li/ An industry, such 
as rice grow1ng, cannot oe considered a significant segment of 
the public generally unless it is the predominant industry in 
the jurisdiction. 2 Cal. Adm. Code Section 18703 (b). Even 
then, this exception to the general rule that an industry is not 
a significant segment of the public generally applies only if--­
the offic1al 1S an elected official. 2 Cal. Adm. Code Section 
18703{b). While Mr. Waltz is an elected official when he serves 
as a member of the Board of Supervisors of Yuba County, he is 
not elected to the Board of the Agency, where he serves 

~/ Jurisdiction is defined in Section 82035. In 
relevant part, it states: 

"Jurisaiction" means the state with respect to a state 
agency and, with respect to a local government agency, 
the region, county, City, district or other 
geographical area in which it has jurisdiction. 

14/ Water Code Appendix, Section 84-1. 
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ex officio. 151 Consequently, even if rice growing was a 
predominant industry wlthin tne jurisdiction of the Agency, the 
exception in Section 18703(b) would not apply in this 
clrcumstance. 

As a result, Mr. waltz' ousiness and land would have to be 
affected by the decision "in sUbstantially the same manner as it 
will affect all members of the public [in the Agency's 
j ur isd ictio nj or a s ignif ican t segment of tne pUbl i c" (2 Ca l. 
Adm. Code Section 18703) in order for there to be no requirement 
of dlsqualification. 

We are told that he will be affected in a similar fashion to 
most other landowners in the Wheatland Water District. We have 
insufficient lnformation to determine if this group would 
constitute a "significant segment" of the pUblic for the 
Agency. However, it is unlikely that large landowners 
(presumbly rice growers or other members of the agri-business 
industry) would meet the tests for diversity established in the 
Commission's opinlons on this topic. 161 Furthermore, if those 
who would be affected "in sUbstantially the same manner" as 
Mr. Waltz wlll each be affected in that manner because they are 
large growers, then tney would constitute an "industry, trade or 
protession"_~l/ thereby precluding them from constituting a 
"significant segment ot the public generally."181 

l21 Water Code Appendix, Section 84-7(a). We have made a 
similar determination in our interpretation of Section 84308 of 
the Act. See 2 Cal. Adm. Code Section 18438.1. 

~I See the following published opinions of the 
Commission (copies enclosed for your convenience) : 

Owen, 2 FPPC Ops. 77, No. 76-005 
Ferraro, 4 FPPC Ops. 62, No. 78-009 
Gilmor, 3 FPPC. Ops. 38, No. 76-089 
Ogelsby, 1 FPPC Ops. 71, No. 75-083 
Overstreet, 6 FPPC Ops. 12, No. 80-010 

171 2 Cal. Adm. Code Section 18703. 

181 See Ferraro Opinion, supra, fn. 16, and 2 Cal. Adm. 
Code Section 18703. 
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It snould De pOinted out that this analysis has not focused 
on any potential Section 1090 issues which may be raised by this 
request as that is your agency's province. Furthermore, we have 
not addressed in any detail the potential conflicts of interest 
under the Political Reform Act for other members of the Agency's 
board, such as Mr. Shintaffer, Mr. Center and Mr. Devereaux, to 
name Just a few, who would appear to De in somewhat similar 
situations to tnat of Mr. Waltz. The analysis as to each of 
their situations would parallel that above. However, we have no 
lnformation on wnether they are rice growers, farmers, or merely 
homeowners. Obviously, tne material facts are necessary to a 
full analysis of their duties under the Act. 

Should you obtain additional information on any of the 
members' situations, including Mr. Waltz', we would be pleased 
to review those new facts and to provide our input to you. 
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