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'FROM: . 'DIANE M. FISHBURN (MR | R
 MELISSA A MIKESEL] | ‘ |

RE: ‘.sCONTRIBUTIONS _MADE BY PUBLIC CHARITIES 1O THE

E l;COMMITTEE

: T}ns memorandum summarizes the rules relatmg to contrrbutrons made by pnbhc -

i:chanues to Cahformans for Lrteracy and Comrnumty L1brar1es (the “Commlttee”)

BACKGROUND

The Commrttee is formed for the sole purpose of supportmg the passage of the

) .L1brary Bond Meastire on the Tune, 6; 2006 Election ba]lot ‘A number of non—proﬁt , ;
* ‘organizations mcludmg local Friends of the Library groups have mdlcated an interestin: -
maklng cont.nbunons to the Commrttee Most of these non—proﬁt orgamzanons are tax
*exempt- under Intemal Revenue Code sectron 5 Olc3 (heremafrer referred to as pubhc R

'chantles) ' AR - : : Cwn ,

o In makmg contnbutrons to. the Commlttee pubhc charltres mnst take into’ acconnt ” _‘ _

both state campaign law consrderattons as wcll as the apphcatron of federal tax Iaws
-.'relatmg to tax. exempt orgamzatlons g R -

. SUMMARY OF ADVICE

il Orgamzahons Whrch do not contnbute a. total of $1 000 or more ina calendar year SR
o, ba]lot measure committees. mcludmg the Committee will ot tngger reporting -
obhganons nnder state campalg;n laws. . Orgamzatlons which plan to contribute $1 000 or
-moreina calendar year to-ballot measure commrttees need to revrew the1r ﬁhng ;
'f"‘.obhgatrons under state 1aw e : L ~ :

STATE CAMPAIGN LAW

By rnakmg contnbutlons to the Commlttee pubhc chantles may mcur reportmg

obhganons under: the state campa.tg;n reportmg 1aws as e1ther a Remplent Comm:ttee ora -
MaJ or’ Donor : - : Sl : . 7 :

A MaJ or Donor isa person or orgamzatron WhO makes contnbunons totalmg

,:-3-$10 000 or more durmg a calendar year to committees which support or oppose stafe or' S
-local ballot measures, candidates or. political parties. “Major Donors file a report of thelr o
. conmbuuons either once or twrce per year dependmg on the level of thelr actlwty R
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A By contrast a Reclp1ent Cormmttee isan entlty whlch collects funds from others and then ‘ o
L uses those funds o rnake contributions totaling $l 000 ormore in a calendar year to comrmttees '

5 wlnch support or. oppose state or local ballot measures, oandrdates or pohttcal partres A

- ;.RecrpIent Comn:uttee is reqmred to report both 1ts recelpts and expendrtures

e _V.calendar year

In general pubhc chanttes erl want to avord mcurnng the reg;tstcatron and substantlal

i reportmg obhgahons ofa Re01p1ent Comn:uttee “The basic rule is that the orgamzanons wﬂl not' | : SRR

_ trigger these reqmrements if the finds used to make the contnbutwns to the Committee are not
' -jfunds recelved from others e, member or donor ﬁmds) 'I‘hus ifan orgamzatlon has other "

o funds such as mvestrnent or other income, it may use these funds to make its contrlbunons to the .

o " Comimittee and ﬁle reports as aMa.Jor Donor rf those contnbuhons total $10 OOO or more ina '_ i

L HOWever the orgamzatlon wﬂl mcur reportmg obhgauons as: aReclplent Commlttee 1f 1t PR
o sohclts funds totaling $1,000 or miore fromi donors for the purpose of making contribitions to the VLT
. ..Commlttee Thus 1f an orgamzatlon sohc1ts 1ts donors for ﬁmds to make contnbutlous to the R
o Commlttee n support of the statewide lerary Bond campa;lg;u, itis’ sohclung reportable e

ST oonu:tbutrons and 1t must report those recelpts as well as of 1ts expendltures relatmg to the -, FEREL

'-:‘,."'3,oampa1gn iy RN A . SRR

In addltlon even 1f an orgamzatron does not expressly soholt 1ts donors for the 2006

o = campmgn, if the orgamzauon has, estabhshed a “]nstory’ of usmg member or donor: ﬁmds for

: ’..-makmg coniributions to. ballot THeasure or other committees, it will also be requn‘ed to regrster as - } g L
Lo Reclplent Commlttee CAT orgamzatlon estabhshes a “lnstory’ of malcmg contﬂbutlons if 1t has S

- made conmbutlons totalmg Sl 000 or more m any of the four years pnor to malong 3 _-;j.' RS

- L contnbutlon

o F or example 1f a publlc chanty contnbuted $l 000 last year to a local hbrary bond
= '. : measure ‘using donor funds 1t has now established a “hlstorjf of malcmg contnbunons ﬁ'om -
~ donor funds. Accordmgly, pnor to makmg a contribution tothe Committee thJS year, it will

. have to register with the Secretary of State and file reports as.a Recipient Committee. On the -

[ '_other hand, if the group-made conmbuhons totalmg less-than: 31,000 per yearin: ﬂne previous four Fo e

. years, or made contributions aggregahng more.than:$1,000 more than. four years ago, the group P
e iw1ll not tugger the reportmg reqmrements of a Reclplent Comnnttee L K

Addrtlonal mformatlon concemmg these reportmg reqmrements can be obtamed from our' ‘;. e i

S _[_ofﬁce or the Fan' Pohtrcal Practlces Comnnssmn (Www fonc ca. gov)

o FEDERAL TAX LAW

o Under the federal tax law puhhc chantles whlch are tax exempt under Sectron 5 Olc3 are
; "penmtted to support or oppose ballot measures—thls aetlwty is considered “lobbymg” under

L _ _federal tax law 'I'here are however hmltauons on the amount of lobbymg each group may

L s conduct

R A full explanatlon of the reporung obhgauous of Rec1p1ent Comlmttees is beyond the scope of ﬂns .j. o

L o Memora.udum. Addmonal mformanon on. these obhgauons may be obtamed from the FPPC S
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~ . Ingeneral, fhe law provides that a public charity may use its resources to conduct. .

 lobbying actvites including activites n support of a ballt measure comimittes, only if “no .
of the organization’s activities are lobbying activities. 'What constitutes fmo. s

. --.Sﬁbstax_;ti_f;_tl,part’-’

- substantial part” is Based on.an analysis of an overall assessment of the lobbying activities ofan - -

- - organization including contributions made to ballot measiire committées, its endorsements, -

- volinteer time spent on Iobbying and ballot measure camipeigns, and cthe ypes ofsupport . .-

aotivities. - o
. Public charities also Have the option undér Enternal Revenue Code section 501h to elect to

~ haveth

eir lobbying activities measured by.an expenditures test rather than the “no substantial = RN

* part” test in the statute. The IRS has adopted regulations based on section 501(h) which define

. the relevant terms anid establish the monetary limits for the lobbying activities. . In general, the .- -

o advantage of the 501h election is that only ﬁhe‘@fﬁéﬂiZfatio;i’:s:_eipendi:ﬁ#es: for

oragainstthe | .

. ballot measure count s lobbying, and that those expenditures may be as much as 20 percentof

- youranmual budget, depending on the sizeof the organizaton. Becanas the S0Th (o pensaon

. expenditures along, lobbying time spent by volunteers does not count against the limit.. = v

- Totak advaiage of this letion, e public chaiy st Sle & onpags ane-im fom

-~ tonotify the TRS that the orgariization is elécting to 1se the expenditure test under SOTh RS~ "

. Fom 5786). The public chariy s then require o provid covtan informstion copoaners e

- Iobhying aivite s partof s soval oo s 1ed Wil 5 TKS un e TR nthe

" case of California charities). -

- Bach non-profit organization should consult s own tax advisor n order £ apply these o
 /Piles to thelr ciroumstances. - Resources in this area are also available from Northern California

- Grantmakers (see “The Publio Charity’s Guide o the California Iftstive Proseser st

 wwwaice.org), and from the Alliance for Justios (s, e.g., “Seize the Initiative” ayailablefrom .|

. wwwali.org -~ For legal advice, T also would refer these organizations to Greg Colvin or his aw

partner, Rosemary Fei, of Silk, Adler & Colvin in San Francisco, if they wish to const lttax -

. counsel who specializé in the aroas of lobbying activity by public charities. .-
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