                                                                    January 21, 1997

The Honorable Kevin V. Ryan

1824 Lake Street

San Francisco, California  94121

 Re:  Your Request for Advice

         Our File No. A-96-329
Dear Judge Ryan:

This letter is a response to your request for advice regarding the campaign provisions of the Political Reform Act as recently amended by Proposition 208 (the “Act”).
 

      QUESTIONS
1.
What impact, if any, does Proposition 208 have on any loans incurred by a candidate on or before December 31, 1996, for an election to be held on or after January 1, 1997?

2. If a loan was incurred by a candidate before the effective date of Proposition 208 for an election to be held on or after January 1, 1997, can the funds deposited in the candidate’s campaign committee remain in the campaign bank account established for that election during the “blackout” period of Section 85305, subdivisions (a) and (b)?

3. If a loan was incurred by a candidate before the effective date of Proposition 208 for an election to be held on or after January 1, 1997, what are the permissible uses of these funds prior to the election? 

CONCLUSIONS
4. Loans incurred by a candidate before January 1, 1997, for an election to be held on or after January 1, 1997, are generally subject to the rules in effect on or before

December 31, 1996.  Therefore, a candidate may collect funds at any time to pay off that debt.  However, a candidate may not collect funds to pay off the loan in excess of the contribution limits of Section 85301.

5. Yes. The funds loaned and deposited into the campaign bank account for the election for which the loan was incurred may remain in the account during the “blackout” period.

6. The funds loaned for the future election may be spent consistent with the “personal use” provisions of the Act, Sections 89510-89518.

FACTS
You are a municipal judge for the City and County of San Francisco.  Prior to January 1, 1997, you established a controlled committee for an election to be held after January 1, 1997.  You and third parties made loans to that committee before January 1, 1997.

ANALYSIS
The effective date of Proposition 208, the California Political Reform Act of 1996, is  January 1, 1997.  Among other limitations, Section 85307(c) provides that a candidate cannot make personal loans to his or her campaign or campaign committee that total more than $20,000 in any single election.  One of the questions you ask is what impact, if any, Proposition 208 has on any loans in existence before January 1, 1997, for an election to be held on or after January 1, 1997. 

On December 30, 1996, the Fair Political Practices Commission adopted Emergency Regulation 18530.7
 (copy enclosed), concerning loans incurred by candidates.  Regulation 18530.7 provides, in subdivision (b), that the definitions and limitations of the Act in effect on or before December 31, 1996, are applicable to campaign debts
 incurred by a candidate prior to January 1, 1997.  Therefore, personal loans made by a candidate to his or her campaign prior to January 1, 1997, will not count toward the $20,000 aggregate limit of Section 85307(c), and loans made by third parties prior to the effective date of Proposition 208 are not subject to the contribution limits of Section 85301.

However, pursuant to subdivision (b)(1) of the regulation, funds collected on or after January 1, 1997, to pay those loans are subject to the contribution limits of Section 85301.  Therefore, you may collect funds within the contribution limits of Section 85301 to pay loans made to your campaign committee prior to January 1, 1997, for an election to be held on or after January 1, 1997.  In addition, although pursuant to Regulation 18530.7(b)(1) funds may be collected at any time to retire a campaign debt incurred prior to the effective date of Proposition 208, if you decide to collect funds to pay off that debt, you should ensure that contributors are aware that their contributions are being made to pay off a preexisting debt and that the funds collected are used solely to pay off that debt.

You also ask whether the loaned funds may remain in the campaign bank account for the election for which the funds were loaned during the “blackout” period of Section 85305, subdivisions (a) and (b).  Since Regulation 18530.7(a) provides that the definitions and limitations in effect on or before December 31, 1996, apply, the loaned funds may remain in the campaign bank account during the “blackout” period.  

Finally, you ask what are the permissible uses of the loaned funds.  The funds may be used for any purpose permitted by Sections 89510-89518.  (Emergency Regulations 18530.7 and 18530.1(b).  A copy of Emergency Regulation 18530.1 is also enclosed.) 

If you have any questions regarding this matter, please contact me at (916) 322-5660.

Sincerely,

Steven G. Churchwell

General Counsel

By:  Luisa Menchaca

        Senior Staff Counsel, Legal Division

Enclosures
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�  Government Code sections 81000 - 91015.  Commission regulations appear at title 2, sections 18000 - 18995, of the California Code of Regulations. 


�  The Commission’s emergency regulations will remain in effect for 120 days.  (Regulation 18312(c).)


�  The term “campaign debt” includes loans and contractual obligations.  (Regulation 18530.7(a).) 





