





September 26, 1991

Wendy G. Bines

Associate Public Policy Director

Mental Health Association in Los Angeles County

1336 Wilshire Blvd. 

Los Angeles, CA  90017-1705







Re:
Your Request for Advice








Our File No. A-91-399

Dear Ms. Bines:


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

QUESTION


Is the Mental Health Association in Los Angeles County making a contribution and required to file campaign statements during 1991 if a $15,000 loan made by the Association in 1990 to a ballot measure committee is not repaid?

CONCLUSION


If, as the result of a bona fide business judgement, the loan is determined not to be collectable, or if reasonable efforts to collect on the loan are unsuccessful, the Association is not making a contribution and the Association will not be required to file campaign statements in connection with the loan.  However, if failure to collect on the loan is intended to bestow a political benefit, a "write-off" of the loan will be considered a contribution and the Association will be required to file a campaign disclosure statement. 

FACTS


The Mental Health Association in Los Angeles County made contributions in connection with the Proposition 134 campaign.  One of its contributions was a loan of $15,000.  On August 1, 1991, the Association was informed that the loan will not be repaid.  The Association has not made any contributions in 1991.  On September 19, 1991, you indicated during a telephone conversation with Jeanne Pritchard that there was no prior agreement between the Association and the committee that the loan would be forgiven and that the Association was notified by the law firm representing the committee that the loan would not be repaid.

ANALYSIS


Section 82015 defines "contribution," in part, as:

...a payment, a forgiveness of a loan, a payment of a loan by a third party, or an enforceable promise to make a payment except to the extent that full and adequate consideration is received unless it is clear from the surrounding circumstances that it is not made for political purposes.


Section 82044 defines "payment" as:

...a payment, distribution, transfer, loan, advance, deposit, gift, or other rendering of money, property, services or anything else of value, whether tangible or intangible.  


In general, whether the "write off" of a loan is a contribution will depend on the circumstances surrounding the loan.  For example, the Association would not be making a contribution if the decision not to pursue collection of the loan is a product of a bona fide business judgment that the loan is not collectable or, if that decision is not made, reasonable efforts have been made to collect on the loan.  However, if the write-off of the loan is intended to bestow a political benefit, the write-off would be considered a contribution.  (Steinberg Advice Letter, No. A-86-344.)\  


With respect to future reporting requirements, if you determine that the decision to write off the loan was not a contribution, the Association would not be required to file campaign disclosure statements during 1991 in connection with the loan.  However, if you determine that the write-off of the loan is a contribution, the Association is required to file a major donor committee campaign statement (Form 461) disclosing the loan forgiveness.  The campaign statement would cover the period January 1 through December 31, 1991, and would be due no later than January 31, 1992.


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







