




August 31, 1990

The Honorable Bill Lockyer

Lockyer for Senate Committee

P.O. Box 141

Hayward, CA  94543-0141






Re:
Your Request for Advice







Our File No. A-90-533

Dear Senator Lockyer:


You have requested advice concerning the campaign provisions of the Political Reform Act.

FACTS


You have a campaign committee which you have used for officeholder expenses.  This committee made a loan to another elected officer prior to January 1, 1989.  You wish to terminate the committee in November, 1990.  

QUESTION


May the committee forgive the loan or must the committee collect repayment in order to terminate?

CONCLUSION


 The committee may not forgive the loan.  The loan must be repaid or you may transfer the outstanding loan from the officeholder committee to another committee controlled by you.

ANALYSIS


A forgiveness of a loan is a contribution.  (Section 82015.)  As of January 1, 1989, candidates, including their controlled committees, are prohibited from making contributions out of campaign funds to other candidates. (Section 85304.)  Therefore, a candidate who made a loan from campaign funds to another candidate prior to January 1, 1989, may not forgive the loan.  (Wechsler Advice Letter, No. I-89-351, copy enclosed.)


Commission Regulation 18404(b) provides that a committee may terminate only if the committee:



(1)
Has ceased to receive contributions and


make expenditures and does not anticipate receiving


contributions or making expenditures in the future;



(2)
Has eliminated or has declared that it


has no intention or ability to discharge all of


its debts, loans received and other obligations;



(3)
Has no surplus funds; and



(4)
Has filed all required campaign state-


ments disclosing all reportable transactions.


You indicated that you wish to terminate the committee holding the outstanding loan in November, 1990.  In order to do so it will be necessary to collect repayment of the loan or transfer the loan to another committee controlled by you.


In addition to prohibiting candidates from making contributions to other candidates, Section 85304 prohibits candidates from making transfers of funds between their own controlled committees.  However, in a preliminary injunction issued by the United States District Court, Eastern District of California, the court enjoined the Commission from enforcing Section 85304's prohibition against a candidate's transfer of funds between his or her own committees.  (Service Employees International Union, AFL-CIO, CLC, et al. vs. Fair Political Practices Commission, No. CIVS 89-0433 LKK-JFM, May 15, 1989.)  Therefore, a candidate may transfer campaign funds, including a loan made by a candidate's controlled committee, among his or her own controlled committees.


To report transfer of the outstanding loan, the terminating committee's campaign statement (Form 490) must include on Schedule EE, Part 2 and Part 3 a notation that a loan transfer has occurred between the two committees.  A similar notation should be included as a footnote to Line 9 of the committee's Summary Page.  


Similarly, the campaign statement of the committee receiving the outstanding loan would include the same information on its Summary Page and on Schedule EE, Part 1.  In addition, the committee receiving the transferred loan will also report it on Schedule EE, Part 3 when filing its semi-annual statement covering the period ending December 31, 1990.


Please do not hesitate to contact me at (916) 322-5662 if you have additional questions.






Sincerely,






Scott Hallabrin






Acting General Counsel






By:  Lynda Cassady







Political Reform Consultant




Enclosure




