
 
 

 
 

 
 
 

STAFF REPORT 
 
 
 
 
 
SUBJECT: SBCAG Conflict of Interest Code       
 
 
MEETING DATE: January 20, 2005  AGENDA ITEM:  12          
 
 
RECOMMENDATION: 
 
Adopt a Resolution establishing a Conflict of Interest Code for SBCAG including a listing of 
designated positions subject to the Code. 
 
SUMMARY: 
 
SBCAG’s current Conflict of Interest Code adopted pursuant to the Political Reform Act of 1974 
must be updated to reflect current requirements and to designate additional employees subject 
to financial disclosure.  A hearing has been scheduled for the January 20 board meeting.  
 
 
DISCUSSION: 
 
The Political Reform Act of 1974 was a ballot initiative that passed with over 70% of the 
electorate’s vote and which established California’s financial disclosure laws for public officials 
and employees. The Political Reform Act (California Government Code Sections 81000 through 
91014) has been frequently amended by statute and supplemented by regulations established 
by the Fair Political Practices Commission (FPPC), the watchdog agency for financial disclosure 
laws. 
 
Law and regulations mandate that each California public agency establish a Conflict of Interest 
Code based upon the statute and determine which employees and officers should be subject to 
the Code for filing Financial Disclosure Forms. The previous Conflict of Interest Code 
established by SBCAG is outdated and needs amendment, primarily to include additional 
employees and consultants within its scope as mandated by current FPPC regulations. 
 
All SBCAG Board members, senior SBCAG officers and employees and consultants who make, 
participate in or influence SBCGA decisions must be designated as persons who must file a 
Form 700. 
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Overview of Conflicts of Interest Principles 
 

"Assets and income of public officials which may be materially affected by their official 
actions should be disclosed and in appropriate circumstances the officials should be 

disqualified from acting in order that conflicts of interest may be avoided." 
Gov. Code section 81002(c) 

 
 

"No public official at any level of state or local government shall make, participate in 
making or in any way attempt to use his official position to influence a governmental 

decision in which he knows or has reason to know he has a financial interest." 
Gov. Code Section 87100 

 
 
The Political Reform Act prevents conflicts of interest in two ways -- disclosure and 
disqualification. (See Gov. Code Sections 87100-87350.)  
 
Disclosure 
 
The purpose of financial disclosure is to alert public officials to personal interests that might be 
affected while they are performing their official duties, i.e., making governmental decisions. 
Disclosure also helps inform the public about potential conflicts of interest. 
 
Public officials at every level of state and local government must disclose their personal financial 
interests. Elected officials, judges, and high-ranking appointed officials generally have the most 
comprehensive disclosure requirements. (Gov. Code Section 87200.) These include disclosure 
of:  

• Investments in business entities (e.g., stock holdings, owning a business, a partnership)  

• Interests in real estate (real property)  

• Sources of personal income, including gifts, loans and travel payments  

• Positions of management or employment with business entities  
For most other officials, including employees of state and local government agencies, it is up to 
the agencies that employ them to decide what their disclosure requirements are. Each state and 
local agency must adopt a conflict of interest code tailoring the disclosure requirements for each 
position within the agency to the types of governmental decisions a person holding that position 
would make. For example, an employee who approves contracts for goods or services 
purchased by her agency should not be required to disclose real estate interests, but should be 
required to disclose investments in and income from individuals and entities that supply 
equipment, materials, or services to the agency. (Gov. Code Sections 87301 and 87302.) 
 
Unpaid members of boards and commissions and consultants to state and local government 
agencies also may be required to disclose their personal financial interests if they make or 
participate in making governmental decisions that could affect their private financial interests. 
 
Disclosure is made on a form called a "statement of economic interests" (Form 700). The form 
must be filed each year. Filed forms are public documents that must be made available to 
anyone who requests them. 
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Disqualification  
 
If a public official has a conflict of interest, the official may be required to disqualify himself or 
herself from making or participating in a governmental decision, or using his or her official 
position to influence or attempt to influence a governmental decision. 
 
See the fact sheet, Can I Vote? Conflicts of Interest Overview. (Attached) 
 
To determine whether an official has a conflict of interest many factors must be analyzed. For 
example, is it reasonably foreseeable that the official's interest will be affected by a particular 
decision? Will the decision have a significant monetary impact on the financial interest or is the 
impact minimal? Will the decision affect the official's interest differently than members of the 
general public? Is the official even making a governmental decision? 
 
In many cases, an official will need guidance from the Commission or an attorney to determine 
whether disqualification is required. 
 
Note: Although they are required to file statements of economic interests, judges and court 
commissioners are not subject to the Act's disqualification provisions. 
 
Campaign Contributions  
 
See the fact sheet, Campaign Contributions May Cause Conflicts for Appointees and 
Commissioners. (Attached) 
 
In most cases, the receipt of campaign contributions is not the basis for disqualification by a 
public official. However, certain public officials who make decisions in proceedings involving 
licenses, permits, or other entitlements for use (e.g., planning commissioners, board members 
of joint powers authorities and other regional governing or planning agencies, and members of 
other state and local boards and commissions) are subject to the restrictions of Gov. Code 
Section 84308. Section 84308 prohibits solicitation or receipt of campaign contributions from 
parties, participants, or their agents, in proceedings involving licenses, permits, or other 
entitlements for use. The law also requires an official's disqualification in those proceedings if 
the official has received campaign contributions of more than $250 from a party or participant 
within the 12 months preceding the decision. Finally, Section 84308 requires disclosure of such 
campaign contributions. 
 
Elected state officers, judges, and members of local government agencies who are directly 
elected by the voters (e.g., board of supervisors, city council, school board) are exempt from 
Section 84308 when they are acting as members of the agency to which they are elected. 
However, if one of these individuals is also a voting member of another nonexempt body, 
such as a joint powers agency or regional planning agency, he or she is covered by the 
law with respect to license, permit or other entitlement for use proceedings before the 
nonexempt body. For example, when eight city councilmembers or mayors and five county 
supervisors sit on a city-county joint powers authority, such as SBCAG, Section 84308 applies 
to the license, permit or other entitlement for use proceedings before the joint powers authority 
because the officials were not elected directly to the authority. It does not apply to the officials 
when they are voting on matters before the city council or board of supervisors. This is a 
significant difference between service on a City Council or Board of Supervisors and sitting on 
the SBCAG Board of Directors. Members of the SBCAG Board who have received campaign 
contributions within the preceding 12 months need to be aware that they cannot act on or 
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participate in SBCAG decisions that involve parties from whom the campaign contributions 
came.  
 
COMMITTEE REVIEW:  None 
 
  
STAFF CONTACT:  Kevin Ready, Senior Deputy County Counsel       
 
 
ATTACHMENTS: 
 
Resolution adopting SBCAG Conflict of Interest Code 
Notice of Hearing on Conflict of Interest Code 
 “Your Duty to File—A Basic Overview of State Economic Disclosure Law and Reporting 

Requirements for Public Officials”  
“Can I Vote?—An Overview of Public Officials Obligations Under the Political Reform Act’s 

Conflict of Interest Rules” 
Campaign Conflicts of Interest (Government Code Section 84308) 
 



CONFLICT OF INTEREST CODE FOR THE 
SANTA BARBARA COUNTY ASSOCIATION OF GOVERNMENTS 

 
(SBCAG) 

 
 
 The Political Reform Act, Government Code Section 81000, et seq., requires state 
and local government agencies to adopt and promulgate conflict of interest codes.  The 
Fair Political Practices Commission has adopted a regulation, 2 Cal. Code of Regs.  
Section 18730, which contains the terms of a standard conflict of interest code.  It can be 
incorporated by reference, and may be amended by the Fair Political Practices 
Commission after public notice and hearings to conform to amendments in the Political 
Reform Act.  Therefore, the terms of 2 Cal. Code of Regs. Section 18730 and any 
amendments to it duly adopted by the Fair Political Practices Commission are hereby 
incorporated by reference and, along with the attached Appendices in which members 
and employees are designated and disclosure categories are set forth, constitute the 
conflict of interest of SBCAG. 
 
 Designated employees shall file their statements with the County Clerk and 
Recorder and the SBCAG Executive Director, who will make the statements available for 
public inspection and reproduction.  (Gov. Code Section 81008.)  Statements for all 
designated employees will be retained by SBCAG and the County Clerk and Recorder. 



APPENDIX A 
 

Designated Positions 
 
 
The following positions are NOT covered by the code because they must file under 
section 872000 and therefore, are listed for information purposes only: 
 
Santa Barbara County Treasurer 
Santa Barbara County Auditor-Controller 
 
An individual holding one of the above listed positions may contact the Fair Political 
Practices Commission for assistance or written advice regarding their filing obligations if 
they believe that their position has been categorized incorrectly.  The Fair Political 
Practices Commission makes the final determination whether a position is covered by 
section 87200. 
 
Designated Positions       Disclosure Categories 
 
Members SBCAG Board and their alternates    1, 2, 3 and 4 
Executive Director, Santa Barbara County Counsel and Deputies 
         1, 2, 3 and 4 
SBCAG Managers, professional staff and  Consultants**  1, 2, 3 and 4 
          (see below) 
 
** Senior SBCAG Managers and Consultants shall be included in the list of designated 
employees promulgated by the Executive Director and shall disclose pursuant to the 
broadest category in the code subject to the following limitation: 
 
 The Executive Director may determine in writing that a particular consultant, 
although a “designated position” is hired to perform a range of duties that is limited in 
scope and thus is not required to comply fully with the disclosure requirements described 
in this section.  Such determination shall include a description of the consultant’s duties 
and, based upon that description, a statement of the extent of disclosure requirements.  
The Executive Director’s determination is a public record and shall be retained for public 
inspection in the same manner and location as this conflict of interest code.  The 
Executive Director shall promulgate a list of consultants who hold designated positions. 



APPENDIX B 
 

Disclosure Categories 
 

CATEGORY 1 
 
All interests in real property located in the jurisdiction, including any leasehold, 
beneficial or ownership interest or option to acquire such interest in real property. 
 

CATEGORY 2 
 
Investments, business positions and income, including gifts, loans and travel payments, 
from sources which contract or subcontract with SBCAG to provide leased facilities, 
goods, equipment, vehicles, machinery or services of the type utilized by SBCAG. 
 

CATEGORY 3 
 
Investments, business positions and income, including gifts, loans and travel payments, 
from sources engaged in the appraisal, acquisition or disposal of, real property within the 
jurisdiction. 
 

CATEGORY 4 
 
Investments, business positions and income, including gifts, loans and travel payments, 
from sources that are subject to the regulatory, permit or licensing authority of, or have 
an application for a license or permit pending before SBCAG and the designated 
employee’s duties involve the supervision or regulation (including but not limited to the 
issuance or granting of franchises, building permits or other use or business permits or 
any other land use control or regulation) of that type of business entity or source of 
income. 



 
 
STAFF MEMBERS SUBJECT TO THE CONFLICT OF INTEREST CODE 
 
Jim Kemp Executive Director 

 
Michael Powers 
 

Deputy Director of Planning 

Stephen VanDenburgh 
 

Deputy Director of Programs 

Robert Perkins 
 

Administrative Services Officer 

Kent Epperson 
 

TDM Program Administrator 

Kim Gillian 
 

Accounting Officer 

Gregg Hart Public Information/Government Affairs 
Coordinator 

John Asuncion 
 

Transportation Planner  

Karin Hodin 
 

Transportation Planner 

Ruth Garcia 
 

Transportation Planner 

Brian Bresolin 
 

Regional Analyst 

Bill Yim 
 

Transportation Planner 

Jim Damkowitch 
 

Transportation Planner 

Scott Spaulding 
 

TDM Transit Coordinator 

Jonathan Whitt 
 

TDM Marketing Coordinator 

Erika Lindemann 
 

TDM Project Coordinator 

 
 
CONSULTANT SUBJECT TO THE CONFLICT OF INTEREST CODE 
 
Fred Lunda, Fluor Enterprises, Inc. 
 

Program Manager 

 
COUNTY COUNSEL personnel serving SBCAG will file pursuant to the Santa 
Barbara County Conflict of Interest Code 



NOTICE TO EMPLOYEES AND OTHER PERSONS AFFECTED 
By The Proposed Changes To The Conflict Of Interest Code 
For The Santa Barbara County Association of Governments  

2004  

In accordance with California Code of Regulations, Title 2, Division 6, Section 
18750 (c)(6) and Government Code Section 87311, you are being provided a 
copy of the Notice of Proposed Amendments to SBCAG’s Conflict of Interest 
Code.  

The SBCAG Conflict of Interest Code (Code) designates employees and 
consultants who must disclose certain investments, income, interests in real 
property, and business positions, and who must disqualify themselves from 
making or participating in the making of governmental decisions affecting those 
interests.  

Upon approval and filing with the County Clerk and Recorder, you will be 
required to complete a Statement of Economic Interest, Std. Form 700, within 30 
days of the effective date of the amended code. SBCAG provide you with the 
necessary forms once the code is effective.  

The SBCAG Board of Directors will hold a public hearing to approve the updated 
SBCAG Conflict of Interest Code on: 

January 20, 2005 at 9:00 AM at 

BETTERAVIA GOVERNMENT CENTER 
BOARD HEARING ROOM 

511 EAST LAKESIDE PARKWAY, SANTA MARIA 

The following list designates the positions subject to the financial disclosure 
requirements under the new Conflict of Interest Code. Please check to see if your 
position is listed.  
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Campaign Contributions Conflicts
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June 1999

Campaign Contributions May Cause Conflicts for Appointees
and Commissioners
Section 84308

Government Code section 84308 disqualifies any "officer" of a public agency, who is running or has run for
elective office, from participating in decisions affecting his or her campaign contributors. The law disqualifies the 
officer from participating in certain proceedings if the official has received campaign contributions of more than
$250 from a party, participant or their agents within the 12 months preceding the decision. It also requires
disclosure on the record of the proceeding of all campaign contributions received from these persons during that
period. In addition, section 84308 prohibits solicitation or receipt of campaign contributions in excess of $250
during such proceedings, or for three months after the decision, from parties, participants or their agents.

Sarah Smith is a candidate for the Smalltown City Council. Smith is also on the Smalltown Planning
Commission. John Builder has a permit request pending before the planning commission. Under section 84308,
Smith is prohibited from soliciting or receiving any contribution of more than $250 from Builder or Builder's agent.
If Smith did receive a contribution of more than $250 from Builder, Smith and Builder would be required to
disclose the contribution in the record of the planning commission meeting. Smith would also have to disqualify
herself from considering Builder's permit request unless she returns that portion of the campaign contribution in
excess of $250 within 30 days after learning of the contribution and Builder's pending permit.

Who is Covered?

Section 84308 covers all elected and appointed "officers" of an "agency" and their alternates, as well as
candidates for elective public office. The term "officer" is very broadly defined under section 84308. It includes
the governing board or commission of any public agency, as well as the head of an agency. One important
exemption applies to members of the governor's cabinet, but only when they act in the capacity of secretary of 
an agency. (Reg. 18438.1.)(1)

The scope of the statute is narrowed considerably, however, by the definition of the term "agency." Due to
exemptions from the definition of agency (discussed below), the law applies most often to appointed members of
local boards and commissions, such as planning commissions.

Section 84308 primarily regulates agencies, not individuals. As a result, a person who is a member of an
exempted agency (such as an elected city council), is covered by the law when he or she acts as a voting
member of another agency. 

What Agencies Are Not Covered?

Section 84308 expressly exempts from its coverage the following agencies:

• the judicial branch

• the Legislature

• the Board of Equalization(2)

• constitutional officers

• local agencies whose members are elected by the voters (e.g., city councils and county boards of supervisors)

The exemption for these agencies extends to committees of the agencies, if only members of the governing
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body of the agency are on the committee. It also applies when the governing body, in its entirety, sits as the 
governing body of another agency (e.g., a board of supervisors designates itself as the redevelopment agency
for the county). In these cases, the officers are not appointed to the other agency. However, as stated above, if a
member of an exempt agency also serves as an appointed member of another, non-exempt agency, the
prohibitions of section 84308 do apply.

Section 84308 applies to city councilmembers who also serve as members of the City of Brea Redevelopment
Agency, unless the redevelopment agency is made up of the city council in its entirety without any other
members. (Markman I-94-223.)

In determining whether a board or commission is exempt for purposes of Section 84308, the focus should be on
the actual make-up of the board or commission. For instance, the governing board of a sanitation district that
may consist of both elected and appointed members, but which, in fact, consists solely of members of the board
of supervisors, is exempt under section 84308. (Dixon A-96-203.)

Prohibited Conduct

Section 84308 prohibits officers from soliciting, accepting or directing campaign contributions of more than $250
from any party, participant or agent of a party or participant, while a proceeding is pending before the officer's
agency and for three months following the date of that decision. This prohibition applies even where the
contribution is directed to another candidate. Similarly, a party, a participant, or an agent cannot make a
campaign contribution of more than $250 to an officer during the course of the proceedings and for three months
following the decision.

FPPC regulation 18438.6 defines when behavior becomes "soliciting, accepting or directing contributions." In
short, for section 84308 to apply, contributions must be made to and accepted by an officer for his or her own
candidacy or controlled committee.

An officer "solicits" a contribution only if he or she knows or has reason to know that the person being solicited is
a party or participant (or an agent of either) and personally requests the contribution or knowingly allows his or
her agent to do so. A prohibited solicitation under section 84308 does not include a request made in a mass
mailing to the public, at a public gathering or in a published newspaper or other vehicle of mass media.

A person "directs" a contribution if he or she acts as the agent of another person or committee, other than his or
her own controlled committee, in accepting a contribution on behalf of, or transmitting a contribution to, such
other person or committee.

A planning commissioner is prohibited under section 84308 from soliciting, accepting or directing contributions
for a candidate for the state office of Secretary of State, if the person making the contribution is a party,
participant or an agent of a party or participant in a proceeding before the planning commission. (Calvert
A-94-263.)

Disqualification

An officer will be disqualified from participating in a decision when, prior to making the decision, he or she learns
that a party or participant in a proceeding (either individually or with or through an agent) has made a
contribution of more than $250 to the officer within the preceding 12 months. However, if the officer returns the
contribution (or that portion of the contribution which is over $250) within 30 days from the time he or she learns
of the contribution and the proceeding, then disqualification is not required. (Regulation 18438.7 discusses an
officer's knowledge of pending proceedings, parties and participants to the proceeding, and their contributions.)

A developer has filed for a conditional use permit from the city's land use agency. The developer gave a land
use agency officer a $750 campaign contribution two months before he filed for the permit. The campaign
contribution did not violate section 84308 since it was given prior to the developer's request for a permit (which
initiates a proceeding under section 84308). Both the officer and the developer are required to disclose the
contribution and the officer must disqualify himself from considering the conditional use permit, unless the officer
returns at least $500 of the $750 (reducing the amount to $250) within 30 days of learning of both the
contribution and the proceeding.
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Disclosing Contributions

Prior to rendering any decision, each officer who received a campaign contribution of more than $250 within the
preceding 12 months from a party, participant or agent of a party or participant must disclose the fact on the
record of the proceeding. If there is a public hearing, the officer should make the disclosure on the public record
at the beginning of the hearing. However, if no public hearing is held, the disclosure should be included in the
written record of the proceeding.

Likewise, a party or participant to a proceeding must disclose on the record of the proceeding any campaign
contribution of more than $250 made within the preceding 12 months by the party or participant, or his or her
agent, to any officer of the agency. The FPPC has prepared sample disclosure forms for this purpose which you
may call the agency to request.

Proceeding

A proceeding involves action to grant, deny, revoke, restrict or modify "licenses, permits, or other entitlements for
use." (Reg. 18438.2.) Section 84308 defines the phrase "licenses, permits, or other entitlements for use" to
mean proceedings on all business, profession, trade and land use licenses and permits, and other entitlements
for use, including all entitlements for land use, all contracts (other than competitively bid, labor or personal
employment contracts) and all franchises.

Examples of the types of decisions covered by the law include decisions on professional license revocations,
conditional use permits, rezoning of real estate parcels, zoning variances, tentative subdivision and parcel maps,
consulting contracts, cable television franchises, building and development permits, public street abandonments,
and private development plans. 

Decisions on general plans, general building or development standards or other rules of general application are
not covered by section 84308. In addition, "proceedings" do not include purely ministerial decisions, in which no
discretion is exercised.

The prohibitions of section 84308 apply to proceedings that are "pending" before the agency with which the
officer is affiliated. A proceeding is pending when: (1) an application has been filed, the proceeding has been
commenced, or the issue has otherwise been submitted to the jurisdiction of an agency for its determination or
other action; and (2) the proceeding is of a type that the officers of the agency are required by law to make a
decision about or the matter has been submitted to those officers for their decision. (Reg. 18438.2(b).)

Once the staff of an agency has started reviewing a request for proposal ("RFP"), the contract proceeding has
commenced and is pending before the agency. From that point forward (and until three months following the
date a final decision is rendered), no officer of the agency may accept, solicit or direct a contribution in excess of
$250 from any participant who attempts to influence the review of the RFP. (Alperin A-96-083.)

Party
A party is any person (including a business entity) who files an application for, or is the subject of, a proceeding
involving a license, permit or other entitlement for use.

When a closed corporation is a party (or participant) in a proceeding before a board, commission, or agency, the
majority shareholder of the corporation is also treated as a party (or participant), and all prohibitions and
disclosures required under section 84308 will apply to the majority shareholder. (§84308(d).)

Participant

A participant is any person who is not an actual party to the proceeding, but who:

(1) actively supports or opposes a particular decision (e.g., lobbies the officers or employees of the agency,
testifies in person before the agency, or otherwise acts to influence the officers of the agency); and (2) has a
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financial interest in the outcome of the decision. A person does not lobby, testify or otherwise act to influence the
officers or employees of an agency by communications made to the public, other than those made in the
proceedings before the agency. (Reg. 18438.4(d).)

Paul Peters and Nancy North are neighbors. North has applied for a conditional use permit to allow her to
conduct an auto repair business on her driveway. In opposing North's application before the planning
commission, Peters testified that granting the permit would substantially reduce the fair market value of his
property. He also presented a petition signed by 20 neighbors opposed to granting the permit. North is a party.
Peters is not an actual party to the proceeding, but since he testified in opposition to North's request, and has a
financial interest in the outcome of the proceeding, he is a participant. The neighbors who merely signed the
petition are not participants. 

Agent

An agent is an individual or firm who represents a party or a participant in a proceeding. If an agent is an
employee or member of a law, architectural, engineering or consulting firm, or a similar entity, both the entity and
the individual are considered agents. Campaign contributions made by a party or participant are aggregated with
those made by the party or participant's agent within the 12 months preceding the decision or the period of the
agency relationship, whichever is shorter. (Reg. 18438.3.)

An attorney representing a party in a proceeding and that attorney's law firm are considered agents of the party.
The law firm has a PAC that wishes to make contributions to an official who sits on the board before which the
proceeding is occurring. If the law firm and the PAC are directed and controlled by a majority of the same
persons, the contributions of the two entities will be aggregated for purposes of section 84308. If the combined
contributions of the law firm and the PAC to the official would exceed $250, the PAC's contribution would be
prohibited. (Sutton A-95-156.)

A spouse is an agent for purposes of section 84308. If the spouse of an official solicits contributions of more than
$250 from a person the official knows or has reason to know is a party, a participant, or an agent of a party or
participant, a prohibited solicitation will result. (Calvert A-94-263.)

A person is the "agent" of a party to, or a participant in, a proceeding only if he or she represents that person in
connection with the proceeding. An attorney representing clients before the coastal commission is an agent of
those clients. If the attorney's contributions made to a member of the coastal commission exceed $250 within the
prohibited time period, the official must disqualify himself from the proceeding. (Karas I-94-211.)

Fair Political Practices Commission 916. 322.5660

428 J Street, Ste. 620, Sacramento, CA 95814

www.fppc.ca.gov

1. Citations contained in this fact sheet refer to the Political Reform Act, Cal. Gov. Code §§81000-91015, to Fair Political Practices
Commission regulations, contained in Title 2, Division 6 of the California Code of Regulations, and to FPPC advice letters, available
on Westlaw (Ca-Eth) and Lexis (CaFair). You should not rely solely on this fact sheet to ensure compliance with the Political Reform
Act, but should also consult the Act and Commission regulations.

2. Though the Board of Equalization is not covered by section 84308, it is subject to Government Code section 15626, a similar
statute that prohibits Board of Equalization members from acting on adjudicatory proceedings if they have received a contribution of
$250 or more from a party or participant.
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A Basic Overview of State 
 Economic Disclosure Law 

And Reporting Requirements 

Introduction 

  The Political Reform Act of 1974 (Gov. 
Code sections 81000-91014) requires 
many state and local public officials and 
employees to disclose certain personal fi
nancial holdings.  The Act, which frequently 
has been amended, began as a ballot initia
tive approved by over 70 percent of Califor
nia voters in the wake of the Watergate po
litical scandals.

  One of the Act’s stated purposes de
clares: 

Assets and income of public offi
cials which may be materially af
fected by their official actions 
should be disclosed and in appro
priate circumstances the officials 
should be disqualified from acting in 
order that conflicts of interest may 
be avoided.  (Cal. Gov’t. Code sec
tion 81002(c).) 

In its findings and declarations, the Act 
adds: 

Public officials, whether elected or 
appointed, should perform their 
duties in an impartial manner, free 
from bias caused by their own fi
nancial interests or the financial 
interests of persons who have 
supported them. (Cal. Gov’t. Code 
section 81001(b).)

  The Act and its practical implementa
tion have a broad reach across California 

Act of 1974 

Disclosure 
and reporting 
requirements 

Agency 
conflict-of-

interest codes 

“Section 87200” 

Political Reform 

Chart 1 

Elected officials “Designated” 
and others who officials 
must disclose and employees 
under “section who must file 

87200” full or limited 
disclosure 

government. Many tens of thousands of 
public workers, ranging from the governor 
to local department heads to board and 
commission members, are required to file 
public, personal financial disclosure re
ports known as “statements of economic 
interests.”

  The Act establishes a complex, decen
tralized system of managing this disclo
sure in which each state and local govern
ment agency is required to adopt and im
plement a separate conflict-of-interest 
code. The administration of this decentral
ized system is divided between the Fair 
Political Practices Commission and re-
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sponsible officials at more than 7,000 
state and local agencies.

  Employees and officeholders at virtu
ally all state and local agencies, as well as 
candidates for public office, use the Fair 
Political Practices Commission’s form 700 
to file their statements of economic inter
ests. The statements are sometimes infor
mally referred to as “SEIs,” “700s” or 
“conflict-of-interest statements.” The form 
is available from your agency or in an in
teractive version on the FPPC web site. 
Form 700 amendment schedules, also 
available from your agency and the web 
site, are used to file amendments to a pre
viously filed statement.

  Most of these forms are not filed di
rectly with the FPPC. Rather, they are 
filed with the agency’s filing officer or filing 
official, or, in the case of candidates, with 
election offices or local clerk offices. In 
some cases, the agency will forward the 
original form to the FPPC while retaining a 
copy.

  Filers must sign the form 700 under pen
alty of perjury (see section 81004 of the 
Act).  Once filed, the form is a public docu
ment and must be made available to the 
public on request (section 81008). Public 
officials are generally not required to list 
their home addresses or home telephone 
numbers on the form.

  The forms alert public officials about 
their own economic interests and potential 
areas of conflict in relation to their duties, 
and provide information to members of the 
public who may monitor official actions for 
any conflicts. 

FPPC 

While sometimes popularly called 
“conflict-of-interest statements,” the forms 
list only personal financial interests and 
don’t in themselves disclose any conflicts of 
interests.  Any conflict of interest under the 
Political Reform Act can only come about if 
a public official makes or participates in 
making a government decision that has a 
reasonably foreseeable material financial 
effect on the official’s personal financial in
terests.  Also, the law does not require all 
relevant personal financial interests (such 
as ownership of a personal residence in 
most cases) to be disclosed on the state
ment of economic interests. 

The form 700 includes extensive in
structions on how to fill it out. Your agency 
or the FPPC can provide individual help if 
you have further questions about the form, 
or where and when to file it. 

The FPPC and agencies have the au
thority to levy penalties when a statement 
of economic interests is not filed on time. 
The FPPC also has the authority to levy ad
ministrative fines of up to $5,000 per viola
tion of the Political Reform Act, or to seek 
civil penalties in the courts.  The FPPC 
does not have the power to bring criminal 
charges but may refer cases to another law 
enforcement authority such as a district at
torney. 
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Chart 2 — Officials required to file 
 disclosure statements under

 section 87200 of the Cal. Gov’t. Code Who must disclose? 
State Offices: 

The Act establishes two categories of Governor
public officials and employees who must Lieutenant governor 
disclose their personal financial interests. Attorney general
See Chart 1 on Page 1 for a basic diagram Controller 
of how the law works. Insurance commissioner 

Secretary of state 
I. Officials required to disclose Treasurer 

 under section 87200 of the  Members of the state legislature 
Superintendent of public instruction 

State Board of Equalization members 
Section 87200 contains a specific list of 

Government Code 

Public utilities commissioners 
officials, including high-ranking elected of- State energy resources conservation 
ficeholders, who are subject to the most ex- and development commissioners 
tensive disclosure requirements under the State coastal commissioners 
Act.  These officials are listed in Chart 2, Elected CalPERS board members 
found in the right column of this page. Fair Political Practices Commission 

members 
  Officials specified in section 87200, and State public officials who manage 

candidates for the elective offices specified  public investments 
in section 87200, must file form 700 periodi
cally to disclose certain investments, inter- Judicial Offices: 

Supreme, appellate and superior 
gifts, loans and business positions.  These 
ests in real property, sources of income, 

court judges 
officials are sometimes informally referred Court commissioners 
to as “87200 filers.” Retired and pro-tem judges, part-time 

court commissioners 

County and city offices: II. Officials and employees required 
Members of boards of supervisors to disclose  

Mayors and members of city councils under section 87300 
Chief administrative officers 

District attorneys Every state and local government 
County counselsagency is required to adopt a “conflict-of-

City attorneys interest code” under the Act (see Cal. 
City managers Gov’t. Code section 87300). The Act lists 

Planning commissioners the provisions required for such codes 
County and city treasurers (section 87302) and requires that each 

County and city public officials who code be approved by a “code reviewing 
manage public investments body” (section 87303). 
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The law requires this decentralized sys
tem.  Section 87301 states: 

It is the policy of this act that 
Conflict of Interest Codes shall 
be formulated at the most de
centralized level possible, but 
without precluding intra-
departmental review. Any 
question of the level of a de
partment which should be 
deemed an “agency” for pur
poses of Section 87300 shall be 
resolved by the code reviewing 
body. 

When an agency adopts or amends its 
conflict-of-interest code, how does it deter
mine which agency positions are covered 
under the code and which are not? 

Each agency conflict-of-interest code 
must designate, or include, the employee 
positions within that agency “which involve 
the making or participation in the making of 
decisions which may foreseeably have a 
material effect on any financial interest” of 
the employee (section 87302(a)). 

 These officials and employees must file 
form 700 periodically and disclose certain 
investments, interests in real property, 
sources of income, gifts, loans and busi
ness positions.  These filers are sometimes 
informally referred to as “designated em
ployees” or “code filers.”

 In some cases, consultants to govern
ment agencies are required to file state
ments of economic interests under agency 
conflict-of-interest codes. Generally speak
ing, consultants who perform the duties of a 

FPPC 

government employee over a significant pe
riod of time, or who make or participate — 
without significant intervening review — in 
the making of government decisions, may 
be required to file (See FPPC Regulation 
18701). 

Every state and local government of
ficial, employee and consultant must re
frain from making or participating in a 
government decision that has a rea
sonably foreseeable material financial 
effect on his or her personal financial in
terests, regardless of whether the indi
vidual is required to file a statement of 
economic interests. 

Unlike the officials who must disclose 
under section 87200 of the Act, certain em
ployees designated under agency conflict-
of-interest codes may have to make only 
limited disclosures of their financial inter
ests. The amount of disclosure will depend 
upon their duties. In general, those employ
ees in positions with broader decision-
making authority will have to provide 
broader disclosure of their personal finan
cial interests.

 Agencies must amend their conflict-of-
interest codes when necessary to add or 
delete designated positions and disclosure 
categories.  Conflict-of-interest codes are 
reviewed every two years.  If an employee 
believes the amount of disclosure required 
for his or her position should be revised, 
those concerns can be addressed by the 
agency, including during the review proc
ess.

  The FPPC reviews conflict-of-interest 
codes for all state agencies and all multi-

Fair Political Practices Commission         4 Your Duty To File (revised 09/04) 



county agencies – approximately 1,000 
codes.  Codes adopted by other local agen
cies are reviewed by the appropriate county 
board of supervisors or city council, de
pending upon the jurisdiction of the agency 
(see section 82011).

  The FPPC has adopted regulations to 
assist agencies in adopting conflict-of-
interest codes. All state agencies and most 
local agencies now use a regulation (FPPC 
Regulation 18730) as the body of their indi-

FPPC 

vidual conflict-of-interest codes, with each 
agency adding its individual list of desig
nated employees and the types of disclo
sure required of different employee posi
tions. This regulation can be found on the 
FPPC web site, www.fppc.ca.gov. FPPC 
staff members also provide assistance or 
training on conflict-of-interest codes to local 
and state agencies and code-reviewing 
bodies.  Check the FPPC web site or call 1-
866-ASK-FPPC for a schedule of upcoming 
training seminars. 

Chart 3 — Examples of where form 700 is filed: 
. 
•	 City Councilperson Rodriguez must disclose under section 87200 of the Politi

cal Reform Act. She files her form 700 with the city clerk (filing official), who 
retains a copy and forwards the original to the FPPC (filing officer).  The city 
clerk also receives and retains forms filed by employees of city agencies who 
have been designated in the city’s conflict-of-interest code. For the employ
ees’ forms, the city clerk is the filing officer. 

•	 State Senator Smith is an official specified in Gov. Code section 87200.  She 
files her form 700 with the secretary of the senate (filing official), who retains a 
copy and forwards the original to the FPPC (filing officer). 

•	 The Department of Social Services is a state agency and has adopted a con-
flict-of-interest code designating those positions within the agency that must 
file form 700. The code requires the forms to be filed with the agency.  How
ever, the code also states that the personnel division will retain a copy of the 
form filed by the agency director and forward the original to the FPPC.  The 
personnel division is the filing officer for forms filed by the employees and is 
the filing official for the director. The FPPC is the filing officer for the director. 

•	 Chief Jones occupies a position designated by the conflict-of-interest code 
adopted by the Siskiyou County Fire Services District, a local government 
agency.  The form 700s from Jones and the district’s elected board members 
are filed with and retained by the county. As set out in the conflict-of-interest 
code, forms filed by all other designated employees are filed with and retained 
by the district. 
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An outline of the disclosure process — Chart 4 

1. Two types of filers: 
— “87200 f lers” whose pos ons are listed in Gov. code section 87200 
— “Designated off s” — state and local government agencies are required 

to adopt a conflict-of-interest code and des gnate dec on makers who 
file d sclosure statements 

2. Types of statements filed on form 700: 
— Assum ng office/in tia

— Leav ng Office 
— Candidate 
— Amended statements 

3. Places to file the form: 
— Section 87200 f lers f le with their state, city or county agency, which in

  most cases reta ns a copy and forwards the origina  to the FPPC 
— “Designated officia s” file the r forms w th the r agency

Most of these origina s retained by agency
Some orig na s forwarded to the FPPC such as state department
 heads, board and commission members, selected multi-county
 agencies) with copies retained by the agency
Senate and Assembly staff members file d rectly w th the

  FPPC 
— Candidate statements are f led w th the appropriate elect on off cial, such

  as the local reg strar of voters or clerk 

4. Filing officers and filing officials 
— F ng cer retains original statements 

 Supplies forms, not fies filers 
2) Logs statements, notif es non-f lers 
3) Reviews statements and requests amendments 
4) Imposes late filing penalt
5) Provides public access 

— F ng  retains copy and forwards original to filing officer 
 Supplies forms, not fies filers 
 Sends names of filers to fil ng officers 
 Logs forms sent to fi ng officer 

4) Provides public access to copies of forms 



Where do I file my form 700? 

The Act mandates a decentralized sys
tem for filing, reviewing and retaining the 
form 700 statements of economic interests. 
This system is specified in section 87500 of 
the Government Code.  Examples can be 
found in Chart 3 on Page 5, and the proc
ess is outlined in Chart 4 on Page 6. 

Candidates file their statements of eco
nomic interests with their election official, 
such as their registrar of voters or city clerk. 

The vast majority of public officials and 
employees file their form 700 with a filing 
officer at their own agency. This person re
views, logs and files the statement, pro
vides public access to the form and per
forms other duties. 

In most other cases, public officials and 
employees file their statement with a filing 
official at their agency, who acts as an in
termediary and, after making a copy, for
wards the original statement to the FPPC or 
to a county filing officer. 

The FPPC receives – and is the filing 
officer for – approximately 20,000 state
ments of economic interest filed on an inter
mediary basis with other agencies.  These 
statements include the officials specified in 
section 87200 as well as the following: 

¾	 designated employees of the state sen
ate and state assembly 

¾	 members appointed to state boards and 
commissions 

¾	 state department heads (agency secre-

FPPC 

taries, directors and chief deputy direc
tors of state agencies) 

¾	 employees of certain multi-county agen
cies 

Regulation 18115 explains the respec
tive roles of filing officers and filing officials. 
Briefly, filing officers assess fines for late-
filed statements, review all statements for 
facial compliance, perform an in-depth re
view of some statements, and refer prob
lems to the FPPC for potential enforcement 
actions.  The FPPC now has an expedited 
and streamlined enforcement program for 
late-filed statements of economic interests. 

Deadlines for filing statements of 
economic interests (form 700) 

Candidates for certain elected positions 
must file a candidate statement prior to 
their election.  Each type of statement has 
a specified “reporting period” (such as a 
calendar year) and is filed on the form 700 
statement of economic interests. 

Upon assuming his or her public office 
or job, an official first files an “assuming of
fice” or “initial” statement of economic in
terests. After that, the official or employee 
files an annual statement each year until 
he or she leaves office, at which time a 
leaving office statement must be filed. 

Candidate statements: Candidates for 
elective offices specified in section 87200 
must file form 700 no later than the dead
line for filing a declaration of candidacy to 
appear on a ballot.  State and local elec-
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tions occur throughout the year, and filing 
times vary.  Some local conflict-of-interest 
codes may require candidates for other 
elective offices (such as school board or 
city clerk) to file candidate statements. 
Most do not have this requirement. 

commissioners; members of state 
boards and commissions specified in 
section 87200: file on March 1. 

¾	 elected CalPERS board members: file 
on April 1. 

Assuming Office State- ¾ all others: file on April 1.  (Some local 
ments: agency conflict-of-interest 

codes may specify a dif
¾	 elected officials: ferent date.)


file 30 days after

assuming office.
 Leaving office 

statements: file 
¾	 appointed offi within 30 days of 

cials under sec- leaving office. 
tion 87200: file 
30 days after as- Amendments: an 
suming office or amendment to a form 
10 days after ap- 700 may be filed at 
pointment or any time—there is no 
nomination if sub- deadline.  A filer may 
ject to state Sen- submit more than 
ate or judicial con- one amendment. 
firmation. 

¾	 other appointed officials: file 30 days Expanded Statements: many officials hold 
after assuming office or 30 days after more than one position covered under the 
appointment or nomination if subject to Act and may combine all of their filing obli
state Senate confirmation. gations on one form, with a copy containing 

an original signature filed with each agency. 
Initial statements (officials whose posi
tions are added to a new or amended Exceptions: 
conflict of interest code): file 30 days af
ter the effective date of the conflict-of- There are several exceptions to the filing 
interest code or amendment to an existing deadlines: 
code. 

¾ Elected state officers (newly elected) 
Annual Statements: may not be required to file assuming of

fice statements. They file a candidate 
¾	 elected state officers; judges and court 
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statement, then the next annual state
ment. 

¾	 An official who completes a term of of
fice and, within 30 days, begins a new 
term in the same office is not required 
to file a leaving or assuming office 
statement (such as when an elected of
ficial is reelected to the same office). 

¾	 An official who leaves an office and, 
within 30 days, assumes another posi
tion with the same agency, or in the 
same jurisdiction (such as when a city 
planning commissioner is elected 
mayor) is not required to file a leaving 
or assuming office statement. 

¾	 An official who assumes office between 
October 1 and December 31, and who 
properly files an assuming office state
ment, is not required to file the next an
nual statement, but will wait until the fol
lowing year. 

¾	 A candidate who has filed an assuming 
office or an annual statement within 60 
days prior to filing a declaration of can
didacy is not required to file a candidate 
statement. 

¾	 Certain statements may be combined. 
For example, if an official who normally 
files an annual statement on March 1 
leaves office between January 1 and 
February 28, he or she can combine the 
annual and leaving office statements, 
as long as the statement is filed by 
March 1. 

¾	 Retired judges who serve part-time, pro 

FPPC 

tempore judges, and part-time court 
commissioners are required to file form 
700 only if they serve 30 days or more 
in a calendar year. 

¾	 Any deadline that falls on a Saturday, 
Sunday or official state holiday is auto
matically moved to the next business 
day. 

Important note

  This Fair Political Practices Commission 
fact sheet discusses provisions of Califor-
nia’s Political Reform Act relating to eco
nomic disclosure and reporting require
ments for public officials. While we hope 
you find the information helpful, you 
should not rely on the fact sheet alone 
to ensure compliance with the Act.  If 
you have any questions, consult the Act 
and FPPC regulations, your agency’s filing 
official or legal counsel, or call the FPPC’s 
toll-free help line at 1-866-ASK-FPPC (1-
866-275-3772). This fact sheet, the Act, 
regulations and other important information 
are on our web site, www.fppc.ca.gov. 

A good idea 
Call for toll-free advice at: 

1-866-ASK-FPPC 
(1-866-275-3772) 
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Many of you may have been confronted 

with such questions. This booklet is offered by 
the FPPC as a general overview of your obliga-
tions under the Political Reform Act’s conflict-
of-interest rules. Using non-technical terms, 
the booklet is aimed at helping you understand 
your obligations at the “big picture” level and to 
help guide you to more detailed resources.  
 

Stripped of legal jargon: 
 

Ø You have a conflict of interest with regard to 
a particular government decision if it is suf-
ficiently likely that the outcome of the deci-
sion will have an important impact on your 

 Fair 
 Political  
 Practices 
 Commission 

“My home is near the proposed  
new shopping mall. Can I vote on the  

issue at next month’s Planning  
Commission meeting?” 
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economic interests, and 
  
Ø if a significant portion of your jurisdiction 

does not also feel the important impact on 
their economic interests. 

 
The voters who enacted the Political Re-

form Act by ballot measure in 1974 judged 
such circumstances to be enough to influence, 
or to appear to others to influence, your judg-
ment with regard to that decision. 
 

The most important thing you can do to 
comply with this law is to learn to recognize the 
economic interests from which a conflict of in-
terest can arise.  No one ever has a conflict of 

  An important note… 
 

              You should not rely solely on this booklet 
to ensure compliance with the Political Reform 
Act, but should also consult the Act and Com-
mission regulations. The Political Reform Act is 
set forth at Cal. Gov. Code §§81000-91014, and 
the Fair Political Practices Commission regula-
tions are contained in Title 2, Division 6 of the 
California Code of Regulations. Both the Act and 
regulations are available on the FPPC’s web 
site, www.fppc.ca.gov. Persons with obligations 
under the Act or their authorized representa-
tives are also encouraged to call the FPPC toll-
free advice line — 1-866-ASK-FPPC — as far in 
advance as possible.  

Fair Political Practices Commission 
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interest “on general principles” under the Act. A 
conflict of interest can only arise from particu-
lar kinds of economic interests, which are ex-
plained in non-technical terms later in this 
booklet. 

 
  If you learn to understand these inter-

ests and to spot potential problems, the battle 
is mostly won because you can then seek help 
on the more technical details of the law from 
your agency’s legal counsel or from the Califor-
nia Fair Political Practices Commission. The 
Commission’s toll-free advice line is 1-866-ASK-
FPPC (1-866-275-3772). 

 
Under rules adopted by the FPPC, decid-

ing whether you have a financial conflict of in-
terest under the Political Reform Act is an 
eight-step process.  If you methodically think 
through the steps whenever you think there 
may be a problem, you can avoid most — if not 
all — mistakes.  These steps are spelled out 
and explained in general terms in this booklet. 

 
If you learn nothing else from this book-

let, remember these things: 
 
Ø This law applies only to financial con-

flicts of interest; that is, conflicts of in-
terest arising from economic interests. 

 
Ø Whether you have a conflict of interest 

that disqualifies you depends heavily on 
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       Eight steps 
          to help you decide 
 
Step One: Are you a “public official” 
within the meaning of the rules? 
 
Step Two: Are you making, partici-
pating in making, or influencing a 

governmental decision? 
 
Step Three: What are your economic interests? 
That is, what are the possible sources of a financial 
conflict of interest? 
 
Step Four: Are your economic interests directly or 
indirectly involved in the governmental decision? 
 
Step Five: What kinds of financial impacts on 
your economic interests are considered important 
enough to trigger a conflict of interest? 
 
Step Six: The important question: Is it substan-
tially likely that the governmental decision will re-
sult in one or more of the materiality standards be-
ing met for one or more of your economic inter-
ests? 
 
Step Seven: If you have a conflict of interest, does 
the “public generally” exception apply? 
 
Step Eight: Even if you have a disqualifying 
conflict of interest, is your participation legally 
required? 
 

Fair Political Practices Commission 
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     the facts of each governmental decision. 
 
Ø The most important proactive step you 

can take to avoid conflict of interest 
problems is learning to recognize the eco-
nomic interests from which conflicts of 
interest can arise.  

 
 
 
Here are the eight steps in more detail and a 

non-technical explanation of each: 
 

Public Official 
 
Step One -- Are you a “public official,” 

within the meaning of the rules? 
 
The Act’s conflict-of-interest rules apply 

to “public officials” as defined in the law. This 
first step in the analysis is usually a formal-
ity — you are probably a public official covered 
by the rules.  If you are an elected official or an 
employee of a state or local government agency 
who is designated in your agency’s conflict-of-
interest code, you are a “public official.”  If you 
file a Form 700 statement of economic interests 
(S.E.I.) each year, you are a “public official” un-
der the Act (Even if you are not required to file 
a Form 700, in some cases you may still be 
considered a public official because the defini-
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tion covers more than specifically designated 
employees). The cases that are tougher to de-
termine typically involve consultants, invest-
ment managers and advisers, and public-
private partnerships.  If you have any doubts, 
contact your agency’s legal counsel or the 
FPPC.  
 

Governmental Decision 
 

Step Two -- Are you making, participating in 
making, or influencing a governmental decision?  

 
 The second step in the process is deciding if 

you are engaging in the kind of conduct regu-
lated by the conflict-of-interest rules. The Act’s 
conflict-of-interest rules apply when you:  
 
Ø Make a governmental decision (for example, 

by voting or making an appointment). 
 
Ø Participate in making a governmental deci-

sion (for example, by giving advice or mak-
ing recommendations to the decision-
maker). 

 
Ø Influence a governmental decision by com-

municating with the decision-maker.  
 

A good rule of thumb for deciding whether 
your actions constitute making, participating in 

Fair Political Practices Commission 
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making, or influencing a governmental decision 
is to ask yourself if you are exercising discretion 
or judgment with regard to the decision.  If the 
answer is “yes,” then your conduct with regard 
to the decision is very probably covered. 
 

Economic Interests 
 

Step Three -- What are your economic in-
terests? That is, what are the possible sources 
of a financial conflict of interest? 

 
From a practical point of view, this third 

step is the most important part of the law for 
you.  The Act’s conflict-
of-interest provisions 
apply only to conflicts of 
interest arising from 
economic interests.  
There are six kinds of 
such economic interests 
from which conflicts of 
interest can arise: 

 
Ø Business Investment.  You have an eco-

nomic interest in a business entity in which 
you, your spouse, your dependent children 
or anyone acting on your behalf has in-
vested $2,000 or more.  

 
Ø Business Employment or Management.  

You have an economic interest in a business 
entity for which you are a director, officer, 

“The most important 
thing you can do to 

comply with this law is 
to learn to recognize 

the economic interests 
from which a conflict of  

interest can arise.” 
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partner, trustee, employee, or hold any posi-
tion of management. 

 
Ø  Real Property.  

You have an eco-
nomic interest in 
real property in 
which you, your 
spouse, your de-
pendent children or 
anyone acting on 
your behalf has in-
vested $2,000 or 
more, and also in 
certain leasehold interests. 

 
Ø Sources of Income.  You have an economic 

interest in anyone, whether an individual or 
an organization, from whom you have re-
ceived (or from whom you have been prom-
ised) $500 or more in income within 12 
months prior to the decision about which 
you are concerned.  When thinking about 
sources of income, keep in mind that you 
have a community property interest in your 
spouse’s income -- a person from whom 
your spouse receives income may also be a 
source of a conflict of interest to you.  Also 
keep in mind that if you, your spouse or 
your dependent children own 10 percent of 
more of a business, you are considered to be 
receiving “pass-through” income from the 
business’s clients. In other words, the busi-

Fair Political Practices Commission 
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ness’s clients may be considered sources of 
income to you.  

 
Ø Gifts.  You have an economic interest in 

anyone, whether an individual or an organi-
zation, who has given you gifts which total 
$360 or more within 12 months prior to the 
decision about which you are concerned.  

 
Ø Personal Financial Effect.  You have an 

economic interest in your personal ex-
penses, income, assets, or liabilities, as well 
as those of your immediate family. This is 
known as the “personal financial effects” 
rule.  If these expenses, income, assets or li-
abilities are likely to go up or down by $250 
or more in a 12-month period as a result of 
the governmental decision, then the decision 
has a “personal financial effect” on you.  

 
 

On the Statement of Economic Interests 
(Form 700) you file each year, you disclose 
many of the economic interests that could 
cause a conflict of interest for you. However, be 
aware that not all of the economic interests 
that may cause a conflict of interest are listed 
on the Form 700. A good example is your 
home. It is common for a personal residence to 
be the economic interest that triggers a conflict 
of  interest even though you are not required to 
disclose the home on the Form 700. 



 
“Public officials, whether elected or ap-

pointed, should perform their duties in an impar-
tial manner, free from bias caused by their own 
financial interests or the financial interests of 

persons who have supported them.” 
 

 -- California Political Reform Act of 1974 
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Directly or Indirectly 
 Involved? 

 
Step Four -- Are your economic interests 

directly or indirectly involved in the governmen-
tal decision? 

 
          An economic interest which is directly in-
volved in — and therefore directly affected by — 
a governmental decision creates a bigger risk of 
a conflict of interest than does an economic in-
terest which is only indirectly involved in the 
decision.  As a result, the FPPC’s conflict-of-
interest regulations distinguish between eco-
nomic interests that are directly involved and 
interests that are indirectly involved.  
 

Once you have identified your economic 
interests, you must next decide if they are di-
rectly involved in the governmental decision 

Fair Political Practices Commission 
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about which you are concerned. The FPPC has 
established specific rules for determining 
whether each kind of economic interest is di-
rectly or indirectly involved in a governmental 
decision.  

 
The details of these rules are beyond the 

scope of this guide.  In general, however, an 
economic interest is directly involved if it is the 
subject of the governmental decision. For ex-
ample, if the interest is real property, and the 
decision is whether to grant a permit or vari-
ance on the property, the interest is directly in-
volved. If the interest is a business, and the de-
cision is whether to grant a license for which 
the business has applied, the interest is di-
rectly involved. 

 
These are just examples; you should con-

tact your agency counsel, the FPPC and the 
specific regulations if you have questions as 
each case arises. Note also that the next step in 
the analysis — applying the right standard for 
whether an impact is material — depends in 
part on whether the interest is directly or indi-
rectly involved. The regulations — Sections 
18704 through 18704.5 — and other helpful 
information can be found on the FPPC’s web 
site, www.fppc.ca.gov. 
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Materiality (Importance) 
 

Step Five -- What kinds of financial im-
pacts on your economic interests are considered 
important enough to trigger a conflict of interest?  

 
 At the heart of deciding whether you 

have a conflict of interest is a prediction: Is it 
sufficiently likely that the governmental deci-
sion will have a material financial effect on 
your economic interests? As used here, the 
word “material” is akin to the term “important.”  
You will have a conflict of interest only if it is 
reasonably foreseeable that the governmental 
decision will have an important impact on your 
economic interests. 
 

The FPPC has adopted rules for deciding 
what kinds of financial effects are important 
enough to trigger a conflict of interest.  These 
rules are called “materiality standards,” that is, 
they are criteria or guidelines for judging what 

A good idea - 
Call for toll-free 

advice at: 
1-866-ASK-FPPC 
(1-866-275-3772) 

Fair Political Practices Commission 
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kinds of financial impacts resulting from gov-
ernmental decisions are considered material or 
important. 
 

There are too many of these rules to review 
in detail in this booklet. Again, you can seek 
advice for your agency counsel or the FPPC.  
However, to understand the rules at a “big pic-
ture” level, remember these facts:  
 
Ø If the economic interest is directly involved 

in the governmental decision, the standard 
or threshold for 
deeming a financial 
impact to be mate-
rial is stricter (i.e. 
lower).  This is be-
cause an economic 
interest that is di-
rectly involved in a 
governmental deci-
sion presents a big-
ger conflict-of-interest risk for the public of-
ficial who holds the interest. 

 
Ø On the other hand, if the economic interest 

is not directly involved, the materiality stan-
dard is more lenient because the indirectly 
involved interest presents a lesser danger of 
a conflict of interest. 

 
Ø There are different sets of standards for the 
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different types of economic interests.  That 
is, there is one set of materiality standards 
for business entities, another set for real 
property interests, and so on. 

 
Ø The rules vary by the size and situation of 

the economic interest.  For example, a mo-
ment’s thought will tell you that a $20,000 
impact resulting from a governmental deci-
sion may be crucial to a small business, but 
may be a drop in the bucket for a big corpo-
ration.  For example, the materiality stan-
dards distinguish between large and small 
businesses, between real property which is 
close or far from property which is the sub-
ject of the decision. 

 

Does a Conflict of Interest 
Result? 

 
Step Six -- Is it substantially likely that the 

governmental decision will result in one or more 
of the materiality standards being met for one or 
more of your economic interests?  

 
 As already mentioned in the introduc-

tion, the heart of the matter is deciding 
whether it is sufficiently likely that the outcome 
of the decision will have an important impact 
on your economic interests. 
 

Fair Political Practices Commission 
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What does “sufficiently likely” mean?  Put 
another way, how “likely” is “likely enough?”  
The Political Reform Act uses the words 
“reasonably foreseeable.”  The FPPC has inter-
preted these words to mean “substantially 
likely.”  Generally speaking, the likelihood need 
not be a certainty, but it must be more than 
merely possible.  
 

  A concrete way to think about this is to 
ask yourself the following question:  Is it sub-
stantially likely that one of the materiality stan-
dards I identified in step five will be met as a 
result of the government decision?  Step six 
calls for a factual judgment, not necessarily a 
legal one.  You must look at your economic in-
terest and how it fits into the entire factual pic-
ture surrounding the decision.  

 

“Public Generally” Exception 
 

Step Seven -- If you have a conflict of in-
terest, does the “public generally” exception ap-
ply?  

 
Does your conflict of interest disqualify 

you? Not all conflicts of interest prevent you 
from lawfully taking part in the government de-
cision at hand.  Even if you otherwise have a 
conflict of interest, you are not disqualified 
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from the decision if the “public generally” ex-
ception applies.  
 

This exception exists because you are 
less likely to be biased by a financial impact 
when a significant part of the community is 
substantially likely to feel essentially the same 
impact from a governmental decision that your 
economic interests are likely to feel.  If you can 
show that a significant segment of your juris-
diction feels a financial impact which is sub-
stantially similar to the impact on your eco-
nomic interest, then the exception applies.  
 

The “public generally” exception must be 
considered with care.  You may not just as-
sume that it applies.  There are specific rules 
for identifying the specific segments of the gen-
eral population with which you may compare 
your economic interest, and specific rules for 
deciding whether the financial impact is sub-
stantially similar.  Again, contact your agency 
counsel, the FPPC and the specific rules for ad-
vice and details. 
 

Are you required  
to participate? 

 
Step Eight -- Even if you have a disquali-

fying conflict of interest, is your participation le-
gally required? 

Fair Political Practices Commission 
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          In certain rare circumstances, you may 
be called upon to take part in a decision de-
spite the fact that you have a disqualifying con-
flict of interest.  This “legally required participa-
tion” rule applies only in certain very specific 
circumstances in which your government 
agency would be paralyzed, unable to act.  You 
are most strongly encouraged to seek advice 
from your agency legal counsel or the FPPC be-
fore you act under this rule. 
   

Conclusion 
 
Generally speaking, here are the keys to meet-
ing your obligations under the Political Reform 
Act’s conflict-of-interest laws: 

 
Ø Know the purpose of the 
law, which is to prevent bi-
ases, actual and apparent, 
which result from the finan-
cial interests of the decision-
makers. 
 
Ø Learn to spot potential 
trouble early. Understand 
which of your economic inter-
ests could give rise to a con-

flict of interest. 
 
Ø Understand the “big picture” of the rules.  For 

example, know why the rules distinguish 
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between directly and indirectly involved in-
terests, and why the public generally excep-
tion exists. 

 
Ø Realize the importance of the facts.  Deciding 

whether you have a disqualifying conflict of 
interest depends just as much — if not 
more — on the facts of your particular 
situation as it does on the law. 

Ø Don’t try to memorize all of the specific con-
flict-of-interest rules. The rules are complex, 
and the penalties for violating them are sig-
nificant. Learn to understand the “big pic-
ture.” You’ll then be able to look up or ask 
about the particular rules you need to apply 
to any given case. 

 
Ø Don’t be afraid to ask for advice. It is avail-

able from your agency’s legal counsel and 
from the FPPC. 

Fair Political Practices Commission 
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