August 7, 2000

Mark G. Sellers

City Attorney

City of Thousand Oaks

2100 Thousand Oaks Boulevard

Thousand Oaks, California  91362-2903

 Re:  Your Request for Advice

         Our File No. I-00-138
Dear Mr. Sellers:

This letter responds to your request on behalf of City of Thousands Oaks City Councilmember Dan Del Campo for advice regarding the provisions of the Political Reform Act (the “Act”).
  

I.  QUESTION
Do the free legal services provided by the law firm to Mr. Del Campo constitute a reportable campaign contribution or a gift? 

II.  CONCLUSION
The free legal services are campaign contributions, and, as such, are not gifts.  Mr. Del Campo may or may not be required to report the campaign contributions, as explained below.  

III.  FACTS
During his 1998 campaign for the city council, Mr. Del Campo filed a lawsuit (the “campaign flier lawsuit”) against the printer of a campaign flier distributed without any name or committee identification.  Mr. Del Campo filed this lawsuit as “An Individual and a Candidate for Thousand Oaks City Council.”  Jill Lederer was eventually joined as a “Doe” defendant in that lawsuit.  

Ms. Lederer subsequently brought a separate lawsuit (“Lederer lawsuit) against Mr. Del Campo for abuse of process in joining her as a defendant in the campaign flier lawsuit.  

The law firm of Masry & Vititoe, P.C. (“law firm”) has represented Mr. Del Campo in the Lederer lawsuit, on what you characterize as a “pro bono” basis.  We understand this to mean that the law firm has provided its services free of charge.   

Mr. Del Campo has not reported the receipt of these free legal services, either as a campaign contribution or as a gift.  

IV.  ANALYSIS
Ordinarily, we do not advise about “past conduct.”  (Regulation 18329.)  However, “as any report or statement filed pursuant to [the Act] may be amended by the filer at any time” (Section 81004.5), and since Mr. Del Campo will presumably wish to amend his campaign reports as necessary, we issue this advice despite the fact it addresses past conduct.  

The Act’s provides that the definition of “contribution” includes: 

   “...the payment of compensation by any person for the personal services or expenses of any other person if such services are rendered or expenses incurred on behalf of a candidate or committee without payment of full and adequate consideration.” (Section 82015(c).) 

The definition of “person,” for purposes of the Act, includes a corporation.  (Section 82047.) Thus, as a general rule, where the law firm, a professional corporation, provides pro bono legal services to Mr. Del Campo, a candidate,
 and, in so doing pays a salary or other compensation to employees of the law firm for working on the case, the salary or other compensation paid by the law firm are contributions to Mr. Del Campo. 

Regulation 18423 (copy enclosed) provides a limited exception to this general rule, for purposes of reporting contributions. That regulation allows payment of salary or other compensation by an employer to an employee to go unreported as a contribution where the employee spends 10 percent or less of his or her compensated time in a month rendering services for political purposes.

Thus, to determine whether the law firm has made reportable contributions to Mr. Del Campo in a given month, you must determine whether any of the law firm’s employees who worked on his case spent more than 10 percent of his or her time in that month rendering services for political purposes.  For any month where the 10 percent threshold is exceeded for a given employee who worked on his case, Mr. Del Campo received contributions from the law firm. He must report, as a contribution from the law firm, the full amount of compensation for work on his case.  (If such contribution from the law firm totaled $10,000 or more in a calendar year, then the law firm must also report the contribution by filing a campaign statement as a “major donor” committee. (Section 82013(c); Section 84200(b).)  

The Act’s definition of “gift” expressly excludes reportable campaign contributions.  (Section 82028(b)(4).)  Therefore, given that the free legal services are campaign contributions, which may or may not be reportable under Regulation 18423, they are not gifts.  

If you have any other questions regarding this matter, please contact me at 

(916) 322-5660.

Sincerely,

Luisa Menchaca

Assistant General Counsel

By:
John Vergelli

       
Staff Counsel, Legal Division

LM:JV:klw

�  Government Code sections 81000 - 91015.  Commission regulations appear at title 2, sections 18109 - 18996, of the California Code of Regulations. 


�  As “candidate” is defined in the Act and the Commission’s regulations, Mr. Del Campo remains a “candidate” even after he is elected.  (Sections 82007, 84214.)





