September 4, 2007
Lisa Hancock Rehrig
Council Treasurer

Palos Verdes Peninsula Council of Parent-Teacher Associations

10 Martingale Drive

Rancho Palos Verdes, CA  90275

Elizabeth Sala

Council Legislative Representative
Palos Verdes Peninsula Council of Parent-Teacher Associations

3111 Martingale Drive
Rancho Palos Verdes, CA  90275

RE:  Your Request for Advice

         Our File No. A-07-126
Dear Mses. Rehrig and Sala:

This letter is in response to your request for advice on behalf of the Palos Verdes Peninsula Unified School District Parent Teacher Associations and the Palos Verdes Peninsula Council of Parent Teacher Associations
 regarding the campaign provisions of the Political Reform Act (the “Act”).

FACTS


You belong to the Palos Verdes Peninsula Unified School District, which includes the cities of Rancho Palos Verdes, Palos Verdes Estates, Rolling Hills, and Rolling Hills Estates.  There are 16 Parent Teacher Associations (“PTAs”) in the District all of which are members of the Palos Verdes Peninsula Council of PTAs (“Council”), the California State PTA, and the National PTA.  The unit PTAs are membership organizations with Internal Revenue Code Section 501(c)(3) nonprofit status that obtain income from membership dues, program fees, and fundraisers.  The majority of funds are spent on programs to benefit the children in the District in addition to membership dues that are passed along to the Council, State, and National PTAs.  Because PTA is a child advocacy organization, it advocates on behalf of children by opposing or supporting ballot measures that affect children.  The Council is registered as a state general purpose ballot measure committee.  In the District, the 16 unit PTAs independently expend funds to oppose or support local, county, and state ballot measures that affect children.

You have asked a series of questions about the reporting requirements for the Council and the unit PTAs.  The following is an overview of how such organizations become a committee under Section 82013(a). 

OVERVIEW

Organizations like the Council and the unit PTAs are commonly referred to as “multi-purpose” organizations, i.e., they exist primarily for purposes other than making contributions or expenditures for political purposes.  Regulation 18215(b)(1) provides a rule to determine when a “multi-purpose” organization will qualify as a recipient committee and be required to disclose its funding sources by providing:
“(b) The term ‘contribution’ includes:

(1) Any payment made to a person or organization other than a candidate or committee, when, at the time of making the payment, the donor knows or has reason to know that the payment, or funds with which the payment will be commingled, will be used to make contributions or expenditures.  If the donor knows or has reason to know that only part of the payment will be used to make contributions or expenditures, the payment shall be apportioned on a reasonable basis in order to determine the amount of the contribution.

There shall be a presumption that the donor does not have reason to know that all or part of the payment will be used to make expenditures or contributions, unless the person or organization has made expenditures or contributions of at least one thousand dollars ($1,000) in the aggregate during the calendar year in which the payment occurs, or any of the immediately preceding four calendar years.”

Regulation 18215(b)(1) is commonly referred to as the “one bite of the apple” rule.  The Commission has established this rule for multi-purpose organizations where the organization’s members or donors are presumed to have no reason to suspect their payments will be used for political purposes because the organization has not made contributions or expenditures
 in the past.  Once the organization has made its first political contributions or expenditures totaling $1,000 or more, the presumption that donors to such organizations do not have reason to know that subsequent payments would be used to make contributions or expenditures no longer applies.  If contributions or expenditures of $1,000 or more are again made by the organization during the current year or any of the four following years, the organization becomes a recipient committee, and any donations or membership fees it receives or uses for political purposes after the “one bite” contribution or expenditure of $1,000 or more, are deemed to have been made for political purposes, and the sources of any funds used by the organizations to make those contributions would be subject to disclosure on a reasonably apportioned basis.
A multi-purpose organization is permitted to make expenditures and contributions from its general fund on an as-needed basis.  Under these circumstances, the multi-purpose organization would “be deemed to have ‘received’” the member’s contribution when the organization makes the expenditure, provided the funds had not been earmarked as a contribution by the member, in which case the funds would have been deemed contributions when first contributed.
In the case of a sponsored committee,
 the source of a member contribution received by the sponsored committee is the member and not the sponsor or intermediate unit that channeled the contribution.
  Applying these rules, it would appear that each PTA’s sponsored committee will generally attribute the contributions it receives to the PTA’s donors with the PTA acting as an intermediary for the contributions.  Typically, a committee must itemize or report detailed information about the intermediary of a contribution only if the cumulative amount of the contribution from the original contributor equals $100 or more in a calendar year.  (Section 84302; Cathcart Advice Letter, No. A-00-101.)  However, a sponsored committee must report a sponsor acting as an intermediary of a lump sum payment of $100 or more regardless of whether any one member contributed $100 or more.  (Regulation 18419(c)(3).)  If only part of a donor’s payment was used to make contributions or expenditures, the payment may be apportioned for reporting purposes.  The Act does not provide a specific accounting method for determining the amount of each donor’s payment that must be reported as a contribution.  Therefore, any reasonable allocation method is appropriate.  (A copy of Regulation 18419 is enclosed.)
With this as background, we will address your specific questions.

QUESTIONS and ANSWERS
1. What is the shortest amount of time that a committee can be formed and then be terminated?  Once Council or a PTA has filed a Form 410, Statement of Organization, and made a political contribution and filed the appropriate report with the FPPC, can they immediately file a Form 410 to terminate?
A treasurer of a committee that qualifies pursuant to Section 82013(a) may terminate the committee’s status as a committee at any time by completing the termination section on the Form 410, Statement of Organization, and by declaring, under penalty of perjury, that the committee:  

· has ceased to receive contributions and make expenditures and does not anticipate receiving contributions or making expenditures in the future; 

· has eliminated or has declared that it has no intention or ability to discharge all of its debts, loans received and other obligations; 

· has no surplus funds; and has filed all required campaign statements disclosing all reportable transactions.
(Regulation 18404(b)(1)-(4).)
2. Member contributions will generally be less than $100 per member per calendar year.  Should the contributions be disclosed on Schedule A of the Form 460, Recipient Committee Campaign Statement, or as a miscellaneous increase to cash on Schedule I?  When may a committee use the Form 450, Recipient Committee Campaign Statement Short Form?
Any contributions from donors who gave less than $100 in the calendar year would be reported as “unitemized” on Schedule A of the committee’s campaign reports.  The PTA would be listed on Schedule A as the intermediary for these contributions with the comment that no donor to the PTA met or exceeded the $100 threshold for itemization.  The total will be included in the itemized totals in Line 1 of Schedule A.  However, if, subsequently, any individual donor’s contribution reaches $100 or more in the calendar year, the individual’s full name and street address, occupation, and name of employer must be disclosed.  If a PTA unit contributes to the Council, unless the donors to the PTA committee specifically earmarked their contributions to be donated to the Council, the PTA committee will be the contributor on Schedule A rather than individual contributors to the PTA committee.
Generally, a recipient committee is able to use the Form 450 if it:

· Has not received a contribution that must be itemized (a cumulative amount of $100 or more from a single source);  
· Has not received any other payment of $100 or more (miscellaneous increases to cash); 
· Has no outstanding loans made or received; and  
· Has no accrued expenses (unpaid bills).  

If all the above criteria are not met, the committee must use Form 460, Recipient Committee Campaign Statement.  It appears that you are considering all money received by the PTA units as money directed toward the committee, which, because you will be receiving payments in excess of $100 that then must be reported, would disqualify you from using the Form 450.  However, generally, a multi-purpose organization is required to disclose only that portion of a donation that is either solicited or used for political purposes.  (Gilliam Advice Letter, No. G-94-293.)  This portion used for political purposes would be considered a contribution received by the organization and not a miscellaneous increase to cash.
  For example, Jane Smith donates $200 to her local PTA unit.  The PTA unit uses $100 of Ms. Smith’s donation for political purposes and retains the other $100 for nonpolitical use.  The $100 used for political purposes becomes a contribution received by the PTA unit from Ms. Smith and is reported on the Form 460, Schedule A, as a contribution from Ms. Smith of $100.
3. In the event unit PTAs make contributions or expenditures from funds that may have accumulated over several years and were not specifically raised for political purposes, should these funds be reported on Schedule A, Monetary Contributions Received, or Schedule I, Miscellaneous Increase to Cash, of the Form 460?  
As discussed above, once a unit PTA becomes a committee, donations or membership fees used to make contributions or expenditures are deemed to have been received for political purposes, and the sources of any funds used by the PTA to make those contributions would be subject to disclosure on a reasonably apportioned basis.  As discussed above, if only part of a donor’s donation was used to make contributions or expenditures, the payment may be apportioned for reporting purposes.  The Act does not provide a specific accounting method for determining the amount of each donor’s payment that must be reported as a contribution.  Any reasonable allocation method is appropriate.  

Regarding membership dues received prior to the PTA unit making its first expenditure or contribution totaling $1,000 or more, the PTA unit’s past members or donors are presumed to have no reason to suspect their payments will be used for political purposes because the organization did not make contributions or expenditures prior to the “one bite.”
  Once the PTA unit qualifies as a committee, the PTA may use any reasonable method for attributing its expenditures and contributions as contributions received from its members.  Funds on hand after the PTA unit qualifies as a committee, but received from membership dues prior to both the unit’s qualifying as a committee and its use of the “one bite” exception, need not be attributed to the members if it is clear from surrounding circumstances that the members were not aware that their payments would be used for political purposes at the time of the payment.  In this situation, the PTA itself would be disclosed on Schedule A as the source of the funds.
4. May PTA units that are not general purpose recipient committees and have not made contributions or expenditures exceeding $1,000 in any one of the four preceding calendar years make political donations up to $1,000 in any calendar year without qualifying as a committee?  
The operative threshold in the formation of a recipient committee is receipt of contributions of $1,000 or more in a calendar year for political purpose.  (Section 82013(a).)  It is important to note that a multi-purpose organization that does not qualify as a recipient committee may become a “major donor committee” or an “independent expenditure committee” when it chooses to make one substantial contribution or expenditure to influence a state or local election.  Therefore, an organization that makes a one-time contribution of $10,000 or more would qualify as a major donor committee with reporting obligations under the Act.  Similarly, an organization that makes a onetime independent expenditure of $1,000 or more would qualify as an independent expenditure committee with reporting obligations under the Act.
5.
If PTA units that are not general purpose recipient committees and have not made contributions or expenditures exceeding $1,000 in any of the four preceding calendar years choose to contribute $1,000 or more in a calendar year (their “one bite”), do they qualify as a committee if they contribute even $1 during the next four years?  Does the need to file begin with the date of their first donation which exceeds $1,000 or the next subsequent donation regardless of amount and time from first donation?

After the “one bite” exception has been exhausted by a multi-purpose organization, if subsequent contributions or expenditures totaling $1,000 or more are made by the organization during the current year or any of the four following years, the organization becomes a recipient committee.  Any donations or membership fees it receives or uses for political purposes, after the “one bite” contribution or expenditure of $1,000 or more has been taken, are deemed to have been received for political purposes, and the sources of any funds used by the organizations to make those contributions would be subject to disclosure on a reasonably apportioned basis.  
Some examples may help clarify the rule:  If a PTA made contributions of $500 in 2007 and $1,000 in 2008, the PTA would not qualify as a committee.  Alternatively, if in 2007 the PTA made $1,000 in contributions and in 2008 made $500 in contributions, the PTA would similarly not become a committee.  However, if in 2007, the PTA made a contribution of $1,000 and in 2008, an additional $1,000 in contributions were made, the PTA would then qualify as a committee and must attribute these expenditures to donors to the PTA.
  Using the “reasonably apportioned basis” standard cited above might involve attributing, for example, a $1,000 expenditure to five donors to the PTA of $200 apiece or it might involve using $100 from 10 donors’ $200 donations.
6. If PTA units that are not general purpose recipient committees make contributions or expenditures totaling $1,000 or more in a calendar year (their “one bite”) and do not make any additional contributions or expenditures during the next four years, may they make contributions or expenditures once the four year window has expired without becoming a committee?  
If, after an initial contribution of $1,000, a review of a PTA’s records determines that the PTA has not made expenditures or contributions of $1,000 or more in any of the subsequent four years, the PTA will not qualify as a committee under Section 82013(a) if it makes contributions totaling $1,000 or more during the following calendar year.  For example, if the PTA made contributions totaling $1,000 or more during 2002 and did not make expenditures or contributions totaling $1,000 or more per calendar year during 2003, 2004, 2005, or 2006, the PTA can make a contribution totaling $1,000 or more during 2007 without qualifying as a committee under Section 82013(a).  If the PTA makes contributions or expenditures totaling $1,000 or more during 2008, it will qualify as a recipient committee at that time.  (Please also refer to footnote 9.)
7.
The Council is a state general purpose recipient committee.  Must the Council file pre-election statements for city and county elections?  Must the Council file pre-election statements for all state elections or only for those that contain propositions it supports or opposes?


A state general purpose committee has no obligation to file regular pre-election statements in connection with a local election not coinciding with a state election even if the committee makes contributions or independent expenditures supporting or opposing candidates or ballot measures in that election.  (In re Olson (2001) 15 FPPC Ops. 13 (Opinion No. O-01-112.).)  Instead, a state general purpose committee files preelection statements on the dates prescribed by the filing schedule for state general purpose committees (see the FPPC website at www.fppc.ca.gov for the appropriate filing schedules) if it makes contributions or independent expenditures totaling $500 or more during the period covered by the preelection statement.  (Section 84200.5(d).)
Below are some other reports that may be required of a state committee in connection with a local election.

�  This statement of authorization is per telephone conversation.





� The Political Reform Act is contained in Government Code Sections 81000 through 91014.  All statutory references are to the Government Code, unless otherwise indicated.  The regulations of the Fair Political Practices Commission are contained in Sections 18110 through 18997 of Title 2 of the California Code of Regulations.  All regulatory references are to Title 2, Division 6 of the California Code of Regulations unless otherwise indicated. 


�  Section 82013(a) defines the type of committee that receives contributions for political purposes totaling $1,000 or more in a calendar year.





�  As used throughout this letter, the terms “contribution” and “expenditure” refer to contributions or expenditures for a political purpose as those terms are defined in the Act.  (Sections 82015 and 82025.)





�  A “sponsored” committee is a committee with one or more sponsors.  (Section 82048.7.)  A person sponsors a committee if, among other things, the committee receives eighty percent or more of its contributions from the person, its members, officers, employees or affiliates.  (Section 82048.7.)  For purposes of this advice letter, we will assume that each committee is sponsored by its PTA.





�  A “member contribution” is a payment made by a member of a sponsoring organization, who at the time of making the payment knows or has reason to know that the payment will be used by the sponsored committee to make contributions and expenditures.  (Regulation 18419(a)(5).)  “Intermediate unit” refers to a unit or similar component of a sponsor that collects money from its members and, at the time of the payment, the member knows or has reason to know that the payment will be used by the sponsored committee to make contributions.  (Regulation 18419(c)(3).)





�  A payment is not a contribution if it is “clear from the surrounding circumstances that it is not made for political purposes.”  (Section 82015.)  A payment received by a committee that is not for political purposes is reported on Schedule I as a miscellaneous increase to cash.  (Section 84211(l).) 





�  Your letter states that the unit PTAs also receive programming fees and hold fundraisers for non-political purposes.  The Commission has long advised that if a multi-purpose organization generates income from sources other than donations or membership dues (such as sales of goods or services), it may count those funds as the source of contributions and expenditures it subsequently makes.  (Fishburn Advice Letter, No. A-06-075; Leidigh Advice Letter, No. A-89-390.)  





�  Please note however, that contributions or expenditures made by a PTA unit that has not qualified as a recipient committee may still qualify the unit as a major donor or independent expenditure committee under Sections 82013 (b) or (c).  Major donor and independent expenditure committees do not receive “contributions” under the Act, but use funds to make contributions or independent expenditures and report only their campaign expenditures.  For example, if the PTA’s first political expenditure is a contribution totaling $10,000 or more, the PTA will qualify as a major donor committee under Section 82013(c).  The $10,000 contribution may also be the PTA’s “one bite” as described above. 


�  A new manual especially for general purpose recipient committees should be available from the FPPC in the near future.  





