California Fair Palitical Practices Commisson

MEMORANDUM
To: Chairman Getman, Commissioners Downey, Knox and Swanson
From: John W. Wallace, Assistant General Counsel

Luisa Menchaca, Generd Counsd

Re: Proposition 34 Regulations: Adoption of Proposed Regulation 18537.1 construing §
85317 (Carry Over of Contributions); Adoption of Proposed Regulation 18520, and
Amendments to Regulations 18521, 18523, and 18523.1 Interpreting 88 85200 and
85201 (“ One-Bank-Account” Rule)

Date: February 28, 2002

. INTRODUCTION

At the July, August, October and December 2001, Commission mestings, the Commission
considered severd issuesrelated to the carry over of campaign funds as permitted under § 85317, and
the “one-bank-account” rule of Proposition 73. At the December mesting, the Commission directed
daff to return to the Commission with additiona optiond language interpreting the scope of the carry
over provided by 8§ 85317. In addition, staff returns with language implementing the * one-bank-
account” rule that was not considered at the December meeting. All of these items are being presented
for adoption.

Despite the multitude of regulationsin the packet before you, the decisons for which we are
asking feedback at this stage fall into three basic areas. The firs two are carry over decisions and
redesignation decisons. Additionally, since these groups of decisions are somewhat inter-linked, we
aso have listed changes necessary to conform the sdlected version of the carry over regulation to the
selected version of the redesignation regulations. These conforming decisons will need to be made last.

To assgt the Commission in making these decisions, we have congtructed adecision tree at Appendix
3. We have dso grouped the decision points as carry over decision points (CA-x), redesignation
decisons points (RE-X), and conforming decision points (CONF-x), again in an effort to make the
Commission’s consderation of these items easier.
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II. BACKGROUND
A. Redesignation.

In June 1988, Proposition 73 was gpproved by the voters as amendments to the Palitical
Reform Act (the “Act”)." Among other things, Proposition 73 enacted § 85201°, which required that all
contributions or loans made to a candidate, or to the candidate’ s controlled committee, be deposited
into asingle campaign bank account. This section came to be known as the * one-bank-account” rule.
The important impacts of this rule are as follows:

§ 85201 provided that al contributions or loans made to a candidate, or to the candidate’' s
controlled committee, had to be deposited in a single campaign bank account.

8 85201(e) provided that al campaign expenditures had to be made from the appropriate campaign
bank account.

§ 85202(b)> provided that contributions deposited into the campaign account must be used only for
expenses associated with the eection of the candidate to the specific office which the candidate
intended to seek, or expenses associated with holding that office.

The Commission further clarified these statutesin December 1988 by adopting regulaions
18520, 18521, and 18522.* The November 30, 1988 memorandum concerning these regul ations
dated: “Proposed Regulation 18520 provides that in a statement of intention a candidate must name a
particular eectionfor a specific office. This provison furthers the purposes of the Political Reform Act
and Propogtion 73 by limiting an incumbent’ s ability to stockpile contributions and thereby aso
reducing campaign expenditures by incumbents and chalengers” (Emphasisin origindl.)

Former regulation 18520 was disgpproved by the Office of Adminigtrative Law (OAL) as
being inconsgtent with the gatute. The main issue of dispute was whether the regulation could be
gpplied to candidates who raised funds in connection with eections that predated the adoption of 8§
85200. The Commission gppeded to the Governor’s office and the Governor concurred with OAL.
Thus, the regulation was never formally filed with the Secretary of Sate®

1 Government Code 88 81000 - 91014. Commission regulations appear at Title 2, 88 18109 - 18997, of the
California Code of Regulations.

2 This section has been amended several times since the adoption of Proposition 73. Pertinent differences
between the Proposition 73 language and the current language will be noted.

® This section has been renumbered to § 89510.

4 Regulation 18521 continues to exist in the form adopted in 1988.

® Whilethis regulation was never approved by OAL, the Commission also never took formal action to

rescind thisregulation. The old disapproved 18520 will be considered rescinded by this Commission with the
adoption of new regulation 18520. We have attached the old version of the regulation at Appendix 2.
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However, the issues addressed in the regulation became the policy of the Commission in providing
advice based on the construction of the statutory language.®

Numerous other regulations were aso enacted in order to effectuate thisrule. Theseinclude:

Regulation 18521. Egtablishment of separate controlled committee for each campaign
account.

Regulation 18523. Nondesignated contributions or loans.

Regulation 18523.1. Written solicitation for contributions.

Regulation 18524. Investment and expenditure of candidates campaign funds.

As concelved, Propostion 73 prohibited a candidate from transferring contributions directly or
indirectly among his or her various campaign bank accounts. In essence, this crested a closed system
whereby the finances of each election were segregated from those of dl other dections, to make them
more easly monitored and traced by the Commission and the regulated public.

On September 25, 1990, the United States District Court in Service Employees Inter national
Union, AFL-CIO, et al. v. Fair Political Practices Commission invaidated portions of the Act
added by Proposition 73, including the ban on inter and intra-candidate transfers. However, the “one-
bank-account” rule survived and continues to prohibit more than one bank account per eection.

However, in light of the federa court’ sinvaidation of the intra-candidate transfer ban, staff
advised that “redesignation” was permitted. The logic supporting redesignation was Smply that since 8
85201 and regulation 18521 continued to require a separate campaign bank account for each election
to a specific office, and since the ban on intra-candidate transfers was invalidated, redesignation alowed
the candidate to avoid the procedura steps of opening a new committee and a new bank account and
having to trangfer funds from the old committee to the new committee (with attendant committee and
bank account number changes). Rather, the candidate could leave the funds where they were and
samply “redesignate’ the existing committee and bank account for the new dection. Thisway, by smply
amending the campaign bank account statement and the statement of organi zation, the candidate could
avoid having to physicaly move the funds, and could proceed with his or her campaign for the next
election for the same office.

® Theold regulation 18520 consisted of four subdivisions. Thefirst subdivision dealt with application of
§ 85200 to pre-Proposition 73 committees (pre-1989), an issue that is now moot. Subdivision (b) defined the
“statement of intention” to be a candidate. Subdivision (c) allowed statements of intention to be filed for multiple
offices concurrently. The last subdivision set aduration or life span for the statement of intention that ended with
the termination of the committee pursuant to § 84214. All of these are current advice without regulatory language.
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B. Carry Over

If the “one-bank-account” rule in the context of “per election” contribution limits creates a
closed system with respect to fundraising and expenditure of funds, new 8§ 85317 creates agap in this
system. Effective January 1, 2001, Proposition 34 amended the Politica Reform Act to add two
gatutes which specificaly permit candidates to move campaign funds among their own committees.
Section 85306, as amended by Senate Bill 34, provides:

“(a) A candidate may transfer campaign funds from one
controlled committee to a controlled committee for eective Sate office
of the same candidate. Contributions transferred shdl be attributed to
specific contributorsusing a‘lagt in, first out’ or “firgt in, first out’
accounting method, and these attributed contributions when aggregated
with dl other contributions from the same contributor may not exceed
the limits set forth in Section 85301 or 85302.

“(b) Notwithstanding subdivision (&), a candidate for eective
date office, other than a candidate for statewide dective office, who
possesses campaign funds on January 1, 2001, may use those funds to
seek dective office without attributing the funds to specific contributors.

“(c) Notwithstanding subdivision (a), a candidate for statewide
elective office who possesses campaign funds on November 6, 2002,
may use those funds to seek dective office without attributing the funds
to specific contributors.”

Section 85317, as amended by Senate Bill 34, provides:

“Notwithstanding subdivision (&) of Section 85306, a candidate
for eective sate office may carry over contributionsraised in
connection with one election for eective Sate office to pay campaign
expenditures incurred in connection with a subsequent eection for the
same eective ate office”

The Commission is confronted with defining the scope of 8 85317, aswell as
harmonizing § 85317 with the limiting language of § 85306 and the overal contribution limit
scheme of Proposition 34.
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[11. SPECIFIC REGULATORY CHANGES
A. Carry Over

Defining the scope of the “carry over” provision in § 85317 continuesto be difficult. Section
85317 permits contributions to be carried over without limit and without attribution of contributions to
specific contributors. This rule differs dramaticaly from the generd transfer provision in Proposition 34
that alows transfer of campaign funds among a candidate’ s own committees, but these trandfers are
only permitted with attribution. Attribution ensures that no contributor may exceed the gpplicable
contribution limit. Thus, the issueraised by § 85317 is under what circumstances should carry over of
funds be alowed without attribution to specific contributors.

At prior Commission meetings, two versions of interpretative regulation 18537.1 were
consdered. Under the first option, funds raised in a primary election could be carried over to the
generd dection snce these were dections to the “ same office’ as contemplated by the Act. The
second verson presented a more expansive congtruction of the statute. 1t alowed the “carry over” of
contributions, without attribution, from any committee established for an eection to date dective office
to acommittee established for the subsequent eection to the same office. The Commission agreed with
neither approach.

In an effort to gain consensus on this matter, staff explored variations on the two options initialy
proposed. Thus, staff has returned with anew verson, Option C. Staff had two godsin mind in
developing Option C. Fird, saff continues to believe that the ultimate god is to effectuate the intent of
the voters. Second, staff attempted to more faithfully gpply the litera language of the Satute itself.
Option C appears to accomplish both these goals. However, both Options A and B aso return for
the Commission’s congderation. The options work as follows:

DECISION POINT CA-1

Option A: Option A recognizesthat § 85317 allowsthe“carry over” of contributionsto a
“subsequent election for the same dective Sate office” Under this option, funds raised in aprimary
election may be carried over to the generad dection for the same office, and funds raised in a specia
primary election may be carried over to a specid genera eection for the same office. Note that SB 34
amended 8§ 85318 to expresdy dlow separate committees and bank accounts for both the primary and
the generd dection for the same term of office. Additiondly, Proposition 34 provides separate
contribution and expenditure limits for primary and generd dections. (See also § 85314, expresdy
providing that a specid primary eections and specia generad dections are separate elections, and 8
82022, which provides: “ *Election” means any primary, generd, specid or recal dection hdd in this
gate. The primary and generd or specid dections are separate elections for purposes of thistitle.”)
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Option A takes the narrow view that “ subsequent” dection refersto the genera eection, after
the primary. This gpproach recognizes that the specified dections are eections to the “ same elective
office’” consstent with the proposed interpretation of the “one-bank-account” rulein regulation 18520.
Thus, funds raised in a primary eection may be carried forward to the associated genera eection
because they are both dections for the same dlective sate office. Smilarly, funds raised in a specid
primary dection may be carried over to a pecid genera eection for the same office for the same
reason. In addition, a new subdivision (b) has been added to clarify the purpose for the definitions set
forth in subdivision (a).

Differencesfrom the Noticed Version: Inthefirst sentence of subdivision (b), the term
“transfer” was changed to “movement.” Thisis a change without substantive effect. 1t was intended
merely to avoid creating confusion between the concepts of “transfer” as dlowed under § 85306, and
“carry over” as permitted under § 85317.

Option B: Option B reflects a broader reading of the statute, which would alow carry over in
any case Where a candidate is running for a subsequent term to the same elective ate office. While this
congtruction is supported by the satutory language, it appears inconsstent with the overal intent of the
proposition to limit campaign contributions on a per eection bass. “Proposition 34 brings dtrict
contribution limitsto every sate office” (Bdlot Pamp., Gen. Elec. (November 2000) argument in favor
of Prop. 34 at p. 16.)

In addition, 8 85317 is an exception to the generd rules permitting transfers with attribution.
Therefore, it should be construed narrowly (Julius Goldman's Egg City v. Air Pollution Control
District of Ventura County (1981) 116 Cal.App.3d 746).

Differencesfrom the Noticed Version: Inthefirst sentence of subdivision (a), the term
“trandfers’ was changed to “movement” for the same reason noted above in Option A. Smilaly, a
new sentence was added to the end of subdivison (b) to ded with circumstances where funds are
“carried over” by virtue of redesignation of a campaign committee (decison point CONF-1). This
languageis only necessary if redesignation is permitted for candidates for State dective office.

Additiondly, in subdivison (b), the reference to “re-election of that candidate to the same
elective state office” has been changed to “next dection of that candidate to the same eective state
office” Thiswould dlow challengersto “carry over” Ieftover funds, and thereby reduce incumbent
advantage.

Findly, new subdivison (c) deds specificaly with the carry over of campaign funds where a
candidate withdraws from an eection prior to an eection being hdd. The Commission has an option to
require that such funds not be “carried over,” but be transferred with attribution pursuant to § 85306, or
to dlow “carry over,” but only after the eection occurs. (Decison Point CA-1.)
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New Option C: Option Cisanew verson, never before considered by the Commission.
Smilar to Option B above, it would dlow carry over in any case where the candidate runs for the next
election to the same dective date office. However, unlike Option B, this option contains severa
limitations.

(b)(2) Thefundsto be*caried over” are held in a campaign bank account/campaign committee
established for an election to eective state office occurring on or after January 1, 2001, or for
candidates for statewide dective office, for an eection occurring on or after November 6, 2002.
Thisis consstent with the Commission’s treetment of other Proposition 34 requirements, such as 8
85316’ s net debt limit. (See, August 27, 2001, Memorandum to the Commission regarding
Treatment of Outstanding Debt (8 85316) -- Adoption of Proposed Regulation 18531.6.)

(b)(2) The campaign bank account/campaign committee that is holding the fundsto be “ carried
over” was established for an election that has dready been held. This requirement is consistent with
the gpparent purpose for the “carry over” provison, to ded with leftover funds after an eection,
and the federal rules on which the “carry over” provision was based.” (See, December 4, 2001,
Letter from The Honorable John L. Burton, President Pro Tempore of the Cdifornia State Senate.)

(b)(3) The campaign bank account/campaign committee that is holding the funds to be “ carried
over” does not have “net debt outstanding.” A committee cannot “carry over” fundsif the
committee has net debt outstanding.

(b)(4) Thefundsto be “carried over” are not consdered * surplus campaign funds’ as defined in
Government Code 8 89519. Pursuant to § 89519, funds become surplus “[u]pon leaving any
elected office, or at the end of the postelection reporting period following the defeet of a candidate
for elective office, whichever occurs last...”®

Findly, subdivison (d) deds specificaly with the carry over of campaign funds where a
candidate withdraws from an election prior to an eection being hedd [DECISION POINT CONF-1].
Thisprovisonisdiscussed in Option B, above.

Differences from the Noticed Version: Option Cisanew option that was not noticed.
However, since it was avariation of (and middle-ground between) the two noticed options, staff

! See, Appendix 4 for excerpts from Federal Election Commission’s Campaign Guide for Congressional
Candidates and Committees. At the December Commission Meeting, staff was asked for a discussion of the effect of
federal law on the Commission’ sinterpretation of state campaign law. State law is not preempted by federal law
unlessthe state law actually conflicts with the federal law such that compliance with both would not be possible.
The question before the Commission in this memorandum is purely a question of the scope of state law. Whilethe
Commission may wish to look to the federal law for guidance, it is not bound to do so.

8 Campaign funds may be used only to: (1) pay outstanding campaign debts or elected officer’s expenses;
(2) repay contributions; (3) donate to charity (with certain limitations); (4) contribute to apolitical party committee
(with certain limitations); (5) contribute to candidates for federal office or out-of-state candidates, or any ballot
measure; (6) pay for professional services reasonably required by the committee to assist in the performance of its
administrative functions (attorney’ sfees, etc.); (7) pay for an electronic security system (with certain limitations).
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believesit is within the scope of the origind notice.

Staff Recommendation: Staff continues to recommend Option A, which isamore narrow
interpretation of the terms used in the datute and is most consistent with the overal contribution limit
scheme of Proposition 34. Staff prefers this option because it best reflects the apparent intent of the
voters without impacting the closed system crested by the per eection limits of Propostion 34. While
Proposition 34 expresdy contemplates that candidates may move funds among their own committees,
the method most consistent with the purposes of Proposition 34 is by means of transfer and attribution.
Section 85317, being an exception to that preferred rule, should be construed narrowly.

However, if the Commission believes this approach to be too narrow, saff believes that Option
C isaviable dternative and is sufficiently narrow to prevent wholesae repudiation of the per dection
scheme of Proposition 34. If Option C is selected staff recommends that candidates that withdraw from
an dection not be permitted to carry over funds without attribution. Rather, the rule for these
candidates should be that they must transfer with attribution. The rationde for the carry over ruleisthat
the funds raised for an election (win or lose) have not been expended. These funds then may be used
for afuture dection. In the case where a candidate withdraws from an eection, no funds (or little) may
have been expended on the firgt instance and the carry over without attribution may distort the
contribution limits of the next dection. It dso invites abuse by candidates that may establish a
committee solely to raise funds for a subsequent eection. The candidate can then withdraw from the
election, carry over dl the funds and solicit contributions from dl the same contributors. Transfer with
atribution avoids this potentid abuse.

B. Redesignation

As noted above, the Commission has alowed the redesignation of committees by candidates for
gtate and local elected office. However, this*redesignation” rule has never been codified. Proposed
changes to two regulations would alow the Commission to codify the rule or repudiate it.

Regulation 18520 (decision point RE-1): New regulation 18520 codifies the requirement of §
85200 of Proposition 73 that candidates must file a statement of intent to be a candidate for each
specific term of office for which they intend to run. The new regulation expresdy States that
“gpecific office” means each specific term of office. Consequently, an assembly member eected to
atwo-year term would be required to file a new statement of intent for his re-election to another
two-year teemin the Assembly. Thisisthe existing rule. The same rule and this regulation gpply to
local elected officers. As noted previoudy, adoption of the new rule revokes the old version of the
regulation that was never enacted into law.
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Differences from the Noticed Version: Other than minor nonsubstantive changes made by the
Commission at the December 2001, Commission meseting, this regulation is the same as the noticed
verson.

Regulation 18521: Regulation 18521 implements the one bank account rule. Two new
subdivisons have been added to this regulation as bracketed options. Subdivision (b) would alow
redesignation of campaign bank accounts by state elected officers (decision point RE-2).
Subdivision (c) providesasmilar rulefor locad dected officers (decision point RE-3). Inclusion of
these two sections as decision points alows the Commission to ether retain or repudiate the
redesgnation rule,

In addition, should the Commission decide to dlow redesignation, within each subdivison are
provisos which the Commisson may consider and modify. With respect to subdivision (b), the
requirements for redesignation will take different forms depending on which version of the “carry
over” regulation is selected. The two versons are the same in substance since in either case the
basic requirements are the same, ether by expresslisting of the requirements or a cross-reference to
the “carry over” regquirements within a shorter list. (Decision point CONF-2.) Thefactorsare:

(1) The bank account/committee to be redesignated was established (or has already been
redesignated) for an election to eective state office occurring on or after January 1, 2001
(or for candidates for Statewide dective office, for an eection occurring on or after
November 6, 2002). Thisrequirement isimported from the “carry over” regulaion. As
noted above, thisis congstent with the Commission’s treatment of other Proposition 34
requirements, such as § 85316's net debt limit. (Decision point RE-2a.)

(2) The campaign bank account/campaign committee to be redesignated does not have “ net
debt outstanding.” See“carry over” discussion above. (Decision point RE-2b.)

(3) Any fundsin the campaign bank account are not considered “ surplus campaign funds’ as
defined in 8 89519. (Decision point RE-2c.)

(4) and (5) are smply filing requirements that are consistent with current advice. (Decision
point RE-2d and 2e))

Subdivison (c) isa codification of current advice and would gpply to al other eected officers
(locdl). The current requirements for redesignation are: (1) the future eection isfor the same
elective office; (2) the fundsin the campaign bank account/committee are not “surplus campaign
funds’ as defined in § 89519; (3) the candidate files a new statement, Sgned under pendty of
perjury, of intention to be a candidate for the specific future dection; and (4) the candidate amends
the Statement of Organization for the committee to reflect the redesignation for the future eection.
(Decision points RE-3a - 3d.)

If the Commission decides to repudiate the redesignation rule, subdivisons (b) and (c) will smply be
deleted.
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Differences from the Noticed Version: Severa minor nonsubstantive changes were made by
the Commission at the December 2001 Commission meeting. Origind subdivision (b) has been
deleted as redundant of the express language of § 85318. It provided: “ Candidates for elective
date office may establish separate campaign committees and bank accounts for the primary and
generd eections or specid primary and specia generd dections, but are not required to do s0.”
New subdivisions (b) and (¢) are discussed above.

Staff Recommendation: From an enforcement perspective, saff favorsalitera application of
the “one-bank account” rule. While it can be argued that separate accounts/committees are too rigid a
gructure and will require the making of additiond transactions between accounts, it will encourage
treasurers to account for each transaction at the time it occurs and will creste aclear audit trail. If one
bank account/committee is permitted for multiple purposes, compliance with the various provisions of
Proposition 34 (contribution limitations, expenditure ceilings, post dection fundraising, etc.) becomes a
matter of bookkeeping entries, which for the most part, will not be disclosed on any public campaign
satement. Separate accounts/committees, on the other hand, will require the maintenance of a separate
account for each purpose, aclear audit trail of funds between accounts and public disclosure of the
activity in each account. Each contribution will be deposited into the proper account and expenditures
for that same purpose will be made from that account. The public will be able to determine how much
was raised for each type of account, how much was spent and how much is on hand.

Staff recommends that candidates be required to open new bank accounts and controlled
committees for eection to each term of office. Propodtion 34 is organized entirdly around a*“ per
election” scheme. Therefore, requiring a separate account and controlled committee per eection will
harmonize with the overall scheme of Proposition 34 and the other regulations being drafted to
implement Proposition 34.

C. Other Redesignation/“ One Bank Account” Amendments.

Regulation 18523, decision point RE-4): Regulation 18523 has been amended and reformatted
into three separate subdivisons for ease of use. In subdivison (), language has been inserted to
clarify that when alocating contributions or loans received by a candidate which are not designated
for aparticular controlled committee, the candidate may alocate the contribution to any of hisor her
controlled committees, but only to the extent alowed under applicable law (including the
contribution limitsin 88 85301 and 85302, as well as regulation 18531). Subdivison (b) has been
amended to dlarify the existing language.
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Differences from the Noticed Version: Severa minor nonsubstantive changes were made,
including the addition of a clarifying introductory phrase in subdivison (8) and the addition of across
reference to regulation 18531 to the last line of subdivision (8). Both of these changes were made
to clarify the scope of this regulation in relation to other contribution receipt and return rules.

Regulation 18523.1: Regulation 18523.1 sets out the disclosure requirements applicable to
written solicitations for contributions. The existing language of the regulation has been retained as
subdivison (a). A new subdivison (b) has been added specificdly listing the requirements
gpplicable to candidates for dective state office. These requirements include identification of the
particular controlled committee for which the contribution is solicited, the specific office, the specific
term of office, aswell as disclosure as to whether the contribution is being solicited for a primary or
generd eection, or agpecid or gpecia runoff dection, and the gpplicable contribution limits.

There are two decision points for the Commisson’s consderation:

Decision point RE-5 addresses an issue raised at the October Commission meeting where
concern was expressed that the requirement that candidates state in their solicitation for
contributions that contributors designate their contributions for a specific committee could be
construed as arule prohibiting the use of nondesignated contributions. The opinion was expressed
that candidates should be able to designate contributions themsalves, S0 long as the gpplicable
contribution limits were not violated.

Decision point RE-5a, as noted above, requires disclosure of whether the candidate israising
fundsfor a primary or generd dection, or both.

Differences from the Noticed Version: Minor changes have been made to the Structure of the
regulation to better delineste the separate requirements agpplicable to candidates for state elected
officesand locdl offices.

Staff Recommendation: Staff recommends adoption of the clarifying changes to regulation
18523. With respect to regulation 18523.1, staff also recommends adoption of the changes. However,
Staff recommends againg the inclusion of the language a Decision point RE-5 (both in subdivison (a)
and (b)(2)). Therequirement, while exigting law, has no impact on whether a candidate may accept the
contribution or whether the contributor may make it. Pursuant to regulation 18523, a candidate may
accept undesignated contributions and dlocate them to any committee consstent with the limits
gpplicable to the committee. Consequently, the requirement becomes atechnica violation that serves
no significant purpose under the Act and staff agreesthat it should be eliminated.
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Staff recommends that the requirement at decision point RE-5a be retained. Such information
on the solicitation is useful for both the contributor and the candidate in complying with the Act. Since,
in many cases, candidates will use the same commiittee for both the primary and generd dection
(& 85318), the contribution will need to be identified on the candidate’ s campaign reportsas a
contribution for the primary or genera eection.

Attachments
Appendix 1. Draft regulations -- Carry Over
Appendix 2: Draft regulations -- Redesignation and Disapproved 18520
Appendix 3: Decison Tree
Appendix 4: Excerpts from Federd Elections Commission Campaign Guide for
Congressiona Candidates and Committees
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Adopt 2 Cal. Code Regs. Section 18537.1:

18537.1. Carry Over of Contributions. [DECISION POINT CA-1; OPTION A]

(a) For purposes of Government Code section 85317, “ subseguent election for

the same €l ective state office” refers to:

(1) The “qgeneral election” as defined in Elections Code section 324, which is

subsequent to and connected to the “ primary election,” as defined in Elections Code

section 341.

(2) The specia genera eection, which is subsequent to and connected to the

specia primary € ection.

(b) For purposes of Government Code section 85317, “carry over” refersto the

movement of funds between a candidate’ s primary or special primary election committee

to the candidate’' s general or specia genera election committee without attribution as

required by Government Code section 85306(a).

NOTE: Authority cited: Section 83112, Government Code.
Reference: Sections 85200, 85201, 85306 and 85317, Government Code.

3/1/02 1 18537.1
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Adopt 2 Cal. Code Regs. Section 18537.1:

18537.1. Carry Over of Contributions. [DECISION POINT CA-1; OPTION B]

(a) For purposes of Government Code section 85317, “carry over” refersto the

movement of funds between a candidate’ s own controlled committees without attribution

as provided by Government Code section 85306(a).

(b) Contributions raised by a candidate in connection with any election to

elective state office may be carried over and deposited into a campaign bank account

established for the next election of that candidate to the same elective state office and

may be used for campaign expenditures incurred in connection with that subseguent

election. [DECISION POINT CONF-1] [The term “carry over” aso includes campaign

funds held in a candidate' s controlled committee that is redesignated for a subseguent

election to the same € ective state office pursuant to 2 Cal. Code Regs. section 18521.]

[DECISION POINT CA-2] (c) A candidate that withdraws from an election

prior to an eection being held [may] [may not] “carry over” campaign funds. [Campaign

funds may be transfered with attribution pursuant to Government Code section 85306].

NOTE: Authority cited: Section 83112, Government Code.
Reference: Sections 84214, 85200, 85201, 85306 and 85317, Government Code.

3/1/02 1 18537.1
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Adopt 2 Cal. Code Regs. Section 18537.1:

18537.1. Carry Over of Contributions. [DECISION POINT CA-1; OPTION C]

(a) For purposes of Government Code section 85317 and this requlation, “carry

over” refers to the movement of campaign funds to the candidate' s controlled committee

established for a subseguent el ection to the same e ective state office without attribution

as required by Government Code section 85306(a). [DECISION POINT CONF-1]

[Theterm “carry over” aso includes campaign funds held in a candidate' s controlled

committee that is redesignated for a subsequent election to the same €l ective state office

pursuant to 2 Cal. Code Regs. section 18521.]

(b) Campaign funds are available to be “carried over” pursuant to Government

Code section 85317 and this requlation only if all of the following apply:

(1) Thefundsto be “carried over” are held in a campaign bank account/campaign

committee established (or redesignated) for an € ection to elective state office occurring

on or after January 1, 2001, or for candidates for statewide e ective office, for an election

occurring on or after November 6, 2002;

(2) The campaign bank account/campaign committee that is holding the funds to

be “carried over” was established for an dection that has already been held;

(3) The campaign bank account/campaign committee that is holding the funds to

be “carried over” does not have “net debt outstanding” as defined in 2 Cal. Code Regs.

section 18531.6(d). A committee cannot “carry over” funds if the committee has net debt

outstanding at the time of carry over; and

(4) Thefundsto be “carried over” are not considered “ surplus campaign funds’

as defined in Government Code section 89519.

3/1/02 1 18537.1
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(c) “Subsequent election for the same elective state office” means the election to

the next term of office immediately following the election/term of office for which the

funds were raised.

[DECISION POINT CA-2] (d) A candidate who withdraws from an election

prior to an €ection being held may [not “carry over” campaign funds, but may transfer

with attribution pursuant to Government Code section 85306][“ carry over” campaign

funds in compliance with subdivision (b) above. The candidate must wait until after the

election occurs).

NOTE: Authority cited: Section 83112, Government Code.
Reference: Sections 84214, 85200, 85201, 85306, 85316 and 85317, Government Code.
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