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WISCONSIN ADMINISTRATIVE CODE
STATE ELECTIONS BOARD

SECTION 1. BElBd. 1.855 is created to read:

EBLBD. 1 855 CONTRIBUTIONS FRQH’CONDUIT ACCOUNTS

(1) No conttxbut1on may be made from a conduit member's
account without the conduit member’s authorization which is
specific as to the amount of the contribution and as to the
identity of the candidate who is to receive the contribution.
The conduit member’s authorization may be made in writing, or
may be made orally if a contemporaneous written record of the
oral authorization is made by the conduit. administrator.

{(2) A contribution from a conduit account must be in the form -
of a check or other negotiable instrument made out to the named
candidate or to the candidate’s comhittee, or to a legislative

campaign, political party or support CQmmxttee. A conduit may
not make an in-kind contribution.

(3) Contributions from a conduit account must be transferred to
the candidate, political party, or legislative campaign or
support committee, within 15 days of the conduit
administratox’s receipt of the member’s authorization.

The creation of this rule takes effect on the fltst day of the month
following its publication in the Wisconsin Administrative Register,
pursuant to s.227. 22(2). Stats.
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MEMORANDUM . , Exscutive Orecey

TO: . -Elections Board Members

FROM: Kevin J. Kennedy
DATE: Jamuary 31, 1996

SUBJECT: Staff Report on Conduit Administration Issues

After working with regulations concerning conduits, and auditing conduit reponts for nine yéars
over the course of five election cycles, the Elections Board swff has identified a number of

 issues that need to be clarified. The focus of this memo ‘is designed o get direction from the
Board. That directions will be used to expand the handout entitied "Information on Conduits, ™
and develop some changes to the administrative rule concerning regismation and -reporting
requirements for conduits. A chm smnmanzmg conduit actvity is set out following this.
memorandum. :

n 1986. the legislature formally recognized a political entity known as “conduits,” in the
statutes. 1985 Wisconsin Act 303, effectve July 1, 1986. Prior to that time, the Elections
Board. in its first formal oplmon recognized the concept of § conduit. However, the statutory

_ codification of conduit acuvny xs much different than the original concept xdenuﬁed by the
Boml -

In EIBd. Op. 14-1 the Beeuons Boud mogmzed thu an orgamzation that recejves
contributions from individuals and passes them on to a parent organization is not snbject (]
registration or reporting requirements, with respect to those contributions, if it exercises no
discretion or control over the amount or ultimate déstination of the contributions. This caabled
local and regional organizations to pass-along contributions 10 a state or natonal politcal action
commintee as part of its collection of membership fees, without being subject to' Wisconsin’s
campaign {inance registration and reporting requiremients. Through a series of formal opinions,
the Board recognized that this activity could be done as part of a payroll deduction plan or under
the auspices of an omniudon. ElBd. Op. 76-5. 76-15, 77-6. 86-1. 88-3, 89-1.

By 1985, a number of conduits were acting informally, but there was no legislatively recognized

- means of disclosing or accounting for their campaign activity. 1985 Wisconsin Act 303 made

. changes to seven sepante stahwory pro\nslons in an amtempt to ngnlate conduits. These
provisions are set out below :
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11.01(Sm) ‘Definition of Conduits
11.05(9) Registration Requirements for Conduits
11.06(11) ' Reponing Requirements for Conduirs
11.1¢(9) Application of Special Report of Late
_ ' Contributions 0 Conduits
11.24(1m) Exception to Laundering Restrictions for
_ n Conduit Activiy
11.26(12m) Contributions Given Through a Conduit
- Treated as Contributions From-an
. Individual _
11.50(2)(b) S. o Individual Comtribution Given Through a
Conduit Counts Toward the Threshold for
Qualifying for Public Funding

The Elections Board adopted an administrative rule in July of 1986, to provide additional
direcrion concerning registration and reporting requirements of conduits. EIBd 1.85, Wis. Adm.
Code. There is a need to make some minor, technical revisions w this rule as a result of
changes in form pumbers and the elimination of a starutory requirement that contributions of $50
-or more be required to contain the: occupanon. name, and address. after the principal place of

business of donors.

The Elections Board has developed a one-page informational statement called "Informacdon on
. Conduits,® which presents information on conduits in a quesrion and answer form. The Board
has also developed forms for registration and reporting of conduit activity. A copy of the
statutory provisions, the administrative rule, the information sheet on conduits, and the forms
are set out following this memorandum.

- A number of entities are now running political action commitees and conduits. [n some cases,

political party and legislative campaign committees .aré also utilizing conduits. A series of
. questions were received from a conduit, which led to the development of additional questions
by the staff. This memorandum sets out the questions; along with the proposed answers
developed by saff. The answers also include a recommendation that this information be
:neorpomcd citber into the "Information on Conduits™ handour or an adminisative rule
revision. The staff requests direction from the Board on these issues.
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Conduit lssues -

1. Cmmausputbyaeommmmmgamduﬂ.hwhgthnmem&h

_pay the bills are not yet available?

Corporations mpermwdmplymmumnveexpmnhﬁngwacoﬁmmdwmssoo
annually in solicitation expenses f for, a conduit. s. ll 38(1)(a)2., 3., Stats. Corporate money may
be used t ser up the bank accouit” 483" piy "for saff to complete the forms and prepare.
information about the ‘conduit. No ¢ontributions to candidates may be made unti] funds have
been received from individuals. Staff recommends that this information be included in te
handout.

2. Can the cost of a request for funds for the sollcitation expenses of 2 conduit be pud !or
by the corporation?

'A corporation is limited to $500 annually in soliclution eéxpenses for its conduit and political

action comminee. s.11.38(1)(a)3., Stats. It may be necessary to have an additional source of -
income to pay the solicitarion costs related to the conduit. A request to porential contributors
to the conduit for donations to pay -solicitation’ expenses may be-treated as an administrative
cxpense with the corporation. The funds used 0 pay solicitation costs of the conduit must be
scparately accounted for by the conduit. Money may be kept in the conduit account if accurate
records are maimtained by the conduit admxmstmor Staffmommends that this information be
included in the handout. -

3. Can members with funds in their conduit accounts be asked to approve a transfer to the

spousoring corporation’s conduit solicitation account?

Yes. The request would be an administrative expense mdwéulqummmal record keeping
hyd:econdmudmmsntor Suﬁmommemk dmtlus infomuuonbemcludedmmehmdout

4. Cana PAC contribution be md to help pay the administnhve expenses. of the eondmt"
No. A PAC contribution may only be used for political purposes. The administrative expenses

" of a conduit are not PAC expenses, because the expenses are those of a separate entity. Ouly

a sponsoring organization (corporation) or the individual contributors may pay the administative
expenses of dz conduu.

8. CanaPAC and amdmspomndbythesmem-pondonsharubulkmwmn

and 3 business reply permit (assuming costs are attributed)?

Yes. These expenses would be either administrative or solicitation expenses. If administrative
expenses, they are not limited: if solicitation expenses, they are subject to the $500 limit. Staff
recommends that this information be included in the handout.
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6. Can the corporate contribution to the solicitation expenses of the conduit exceed $500
it only members of the association are solicited?

No. This question refers 1o the provisions of s.11.29, Stats., which exempt from political
regulation certain comnmumications to members. The $500 limis oa solicitition expenses paid by
a corporation on behalf of a conduit is designed w limit the use of corporate. money in political
campaigns. s.11.38(1)(a) 3.. Stats. Staff recommends that this information be included in the

7. CanacorporauonMspomnbothlmudultudaPACmmmSSMmm
expenses of each?

A corporation has no limit on the amount of money it can spend for the administrative expenses
of a conduit and a political action committee. There is a $500 limit on all solicimtion expenses
of both the conduit and the political action committes combined. If the corporation spends $500

- on the solicitation expenses of the conduit, it cannot spend anything on the PAC, and vice versa.
Staff recommends that this information be included in the handout.

8. Before registering a conduit, a bank account must be established. Where does the initial
deposit to open the account come from?

Undcrcumntpmvmoas thecondmtsmtneqmredtoregmerlmnlltmfetsmomyfmm
an existing conduit account to a candidate, political party, or legislative campaign committee.

Under those circumstances, the initial money will have already been collected from individual

contributors before regisration is required. This money can be used to establish the bank
account.

However, staff believes that the Board should modify its interpretation o require a conduit 10
" register once it has formed the intent to operate a3 a conduit and bas collected individual
contributions. Currently. any political commitnee must register within five days of receiving a

contribution. s.11.05(12X6). Stats. The same requirement should apply to conduis. Staff-

recommends that this change be incorporated into the administrative rule.
9. Can individuals who are not members of an association contribote to ty conduit?

Wisconsin lawdouno(mmmechssoflndmdunlswhocanpmpmh:cmdmtou
PAC. Therefore, individuals who are not affilisted with the entity sponsoring the conduit may
participate. Their identity would be fully disclosed as parr of the conduit’s transmittal letters.
Staff recommends that this information be included in the handout. .

-10. deosamdunkemeymmymmmif.a)uhaSm
corporate sponsor or, )metommtdnmmmmwmthemmme

spoasor can pay?
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The solicitation expenses of the conduit can be paid from contributicns from individual
participants in the conduit. A-spesific wrinen agreement should delineats how this money is
raised. The conduit administrator should keep records which track the activity. There are go
contribution limits with respect 1o money used to pay solicitation expenses that are raised from
individuals. Staff recommends that this information be included in the handour. ,

11. Must a conduit separate the funds used for candidate contributions and administrative
* ¢r solicitation expenses? 1f sa, when must the funds be separated - at the time the fands
. are collected from the individuals or at the time the conduit receives authorization from an
individual to use the funds for administration or solicitation expenses?
Funds for solicitation and administrative. expenses need not be scparated as long as accurare
records are maintained by the conduit administrator indicating the source and the amount of the
funds. Staff recommends this information be included in the handour. .

12. Does the conduit have any reporting obligations regarding. the funds raised for
_sbllcit_ation-’br administrative expenses? - , S

There is 0o satutory requirement for reporting wlicitation or administrative expenses; unless.
paid by a corporation, pursuanf 10 5.11.38(7) 2.. Stats. Staff recomumends this information be
included in the handout. ' ' : .

‘13. Can a eorponu"-spomr reimburse the conduit account for adm:mstraﬁve dnrges
automatically taken from the account by normal banking practices (monthly service
charges, check printing, etc.)? ' I

The corporate sponsor may transfer mtm?y_ into the conduit account to pay these charges. Swff -
- recommends that this information be included in the handout. .

14. If a corporation has both 8 PAC and a conduit, can a single solicitation letter be sent
requesting moaey for both accomnts? If so, would you divide the cost of the solicitation
equaﬂy.ormmomemabdmmw&emmﬁontomyd‘euimumssooror
the conduit and allow the PAC to pay its own share?

The corporation may not send a single solicitation letter requesting money for both its PAC and
conduit accounts. EIBd. Op. 86-1. Staff recommends that this information be inciuded in the

handout.

15. The conduit must receive authorization from the individual prior to using the money.
Can this authorization be verbal over the phone, or must the autherization be received by

the conduit In writing?
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nuumMnmonmybeverw if contemporaneous written records are maintained of the
authorization. Snﬂmcommdshsmfomnonbemhmdmmeadmmmnvem

16. n_ammnhummm-bnﬂumm.hw-thsinmdlﬂddoraﬂmtd -.
) 'amoni;p‘im:ijeﬂu’ Cmmhﬁmuundmmamummmw?-

The interest earned on a conduit account belongs (o the participants, nottheeondmt.becm
the money is the individuals’. The conduit would be responsible. for reporting interest earned
a8 income to the individuals. The money may not be used for administrative ot solicitation costs
without the express authorization from the participants. EIBd. Op. 389-1. Staff recommends
manhnmfomuonbemcmdedmmehandmt.

17. What are solicitation expenses?

Solicitation expenses include activities which, as their sole purpose and by their namre or
manner, result solely in the raising of money for the conduit account. A lener from the conduit
administrator informing members of a fundraiser and recommending a contribution is a

 solicitation expense. Staff recommends that this information be included in the handout.

18. May 3 conduit make in-kind contributions?

A coaduit can only transfer contributions of moaney. s.[1.05(a)(b). Stats. Staff recommends that
this nformtxon be included in an adminismnve rule.

KJK/dl
Eac. (5)
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. of
be directly attributad to that candidate.

(2) 1 a eandldate, eandidate’s committes, polmell

5

another, hires a consultant to work during a campaign pe-
riod a3 that teymn is defined in 5. $1.25 (17), Stats., the
amount pald or incurred shall be presumed to be an expes-
diture on behalf of a candidate or candidates who recvive,

sssistance from the consultant. This presumption may h

rebutted.

2 Bmery. or. of. 6-1-88; or. Rogister. Novambaer, 1988, Ne. 371,
o ll-li

Ci5d 1.65 Opinion poll resuits. (1) The term “‘overall
cost™as used in 5. 11.08 (12) (b), Stats., menns the valus of
the opinion poll or voter survey resuits, as defined in s
11.06 (12) 4., Btats., a3 determined by the individoal or
ecommittee which commisnons the poll or survey.

(2) The transfer to a candidate or committee of the re-
sults o 3 poll or survey, other than by a sale, is an in-kind
contribution to such candidate or committes and reporta-
ble on the candidate’sor committes's campaign Gnance re-
wuulonbepdoddnﬂn-mmmuumw
cdl ;

(3) The value of the poll or survey equal to the applics-
ble percentage of full value as provided in a. 11.06 (12) (b)
h (f), State.. is based on the reasonable costs in-

in conducting the poll or survey. These costs in-

; clude the costs for staf mlary or other compensation, rent.

telephones. poll lists, telepbone calls, and computer use

sad supplies, and other rensanable and necamary items as-

soclated with creating the opinion results as defined In 2.
11.06 (12) (a) 8., Stata.

. of. TL88: a. , November, 1984, No. 371,
dmh_-"' <. Rogistar, Novem! 'Y

E21Pd 1.70 Traval reimburgements. (1) A candidate (or or
2 person elected Lo a state or local ofice does not make as
in-kind contribution to another candidate {or 3 state or
neal ofee in ancther district when a candidate or election
offcial travels to the district of the other candidate for po-
litieal purposes. The candidate for or person slected to
state or Jocal ofice may be reimbursed from his or her per-

on committes, or political party committee, for itself or -

Bhe LM

wnal campaign committes subject

spending limits of 3. 11.31 (2), Stats,, and . £1Bd 1.44 and
is deemned %0 provide noare ble voluntesr serviees to
the candidate in the other district.

(2) If the candidate or alected official is reimbursed by
anothar individual, peryonal campaign committes, politi-
cal action committee, or legisiative campaign committes
for travel, the reimbursement is o repartable coatribution
to the candidate. :

'lg.lzmm-mam&u"?.&m
p a legislative campaign comml tra on
committes business, the reimbuarsement is not a reportable
eontribution to the candidate or elected official, but is s
wma-mwﬁmm

"- o Pmgrg. 7. off. $-1.86 . Reginter, November, 1908, No. 371,

£I84 1.75 Purchase of caphal sssets by eampaign regle-
wams. (1) In this section: ” -

(a) “Capital azset” means aty asset, purchaged by, or
contributed to, & campaign eommittse, which has a useful
life greater than the campelgn period in which the amet
was purchased, received or otherwise acquired.

(b) ““Noa-political use™ means any bya

trant, for purposes other than those specifed ia o, 11.01
(16), Stata, )

(6) “Political purposes” has the meaning provided (o a. .

11.01 (26), Stats.

(d) “Registrant” bas the same meaning as provided Ins
11.01 (18m), Stats. _

(2) No capital assel may be purchased with eampaign
funds by s registrant unjess the asset will be nsed prinei-
pally for political purposes.

(3) Any non-political use of a capital n.n-c.l purchased
with éarapaign funds shafl be incidental.

(8) A capital asset purchased and owned by an individ-
ual for personal use may be leased by a caropaign regis-

" trant for use lor political purposes only.

(5) Any rent or reimbursement paid for the use of a capi-
tal assat, by a registrant, shall be comparable to the com-
mercial rate paid for the lenss or rent of & similar item.

() The cost of materials, supplies or other expenses In-
curred In the use of a capital asset for political purposes
may be paid with campaign funds by a registrant.

(") Il campaign funds ase used by a registrant to pay for

_the lease and service ol a capital agset, the terms of the

lease or otber reatal agreement, including thosa of a ser-
viee or maintenanee contract, shall be in writing.

Bistery: Cr, Rogister. January, 1992, No. 433, of. 3-192.

EIBd 1.5 Condult registyation and reporiing require-
ments. (1} A conduit, as defined in 5. 11.01 (3m), Stats., is
required to register no later than the date of the initial

- tranaler of a contribution to a candidate, personal cam-
. palgn committee, legislative campaign committee, or po-

licical party committes.
Register, January, 199, Na. 637

to the applicabls



10 WISCONSIN ADMIN!SI'I‘MTM CODE

(1) A conduit shall register with the Sling ofcur a9 de-
fined in 5. 11.02, Staws., on the conduit registration state-
-ut.h-m

MAmmMMhMuﬂﬂuwum
at the time funds are transferved a letter Hmlfyll M
aa 8 conduit, the name and address of the trapsferes,
Ihﬂuthnmndulhﬂd-eleamhuulh
date and amount of each eontribution.

(%) A conduit shall report to the tranaferee the cecups-
tion and principal place of employment, if any, of the eoa-
tributer i the contributor's camulative contributions ax-
cond $50 for the calendar your. .

mt\mdmlhllllumpufn
E£B-10, it the times specifiad in 20, qu. uemtht
the pre-primary or Mulywh-u

activity duriag the mt!uh;upm po-
rlod.tboenddtuynpwtuthunm
m:hmlnlnm

mAuad\ﬂtMﬂovhbhanpdpbuma
mdmmdmwmmumum
during the reporting period.

mAMItM&b-lﬁthlﬂuuﬂerlm
port of late coptribution, form EB-$, within 24 hours
n&;ahﬁchtnﬂ&hn@&udm
than $500 ip = single amount or curulatively recsived
during the 15 day period before the primary or election.

Eowg o o 7-1-88; Novamber, 1984, No.
BRI P R "

Ragistar, Jymaary, 1904, No. 457

mhmmumdmmmm.u.nm
of any individual less than 18 years of age at the time of
ut!ibu Mhmudulcllm _

mmmﬁhmumwwmmmm
14 years of age at the tizes of the contributicn shall be
treatad a3 the eantridution of the contributor’s parents or
loga) guardians. If the contributor has more than one pare
ont or one Jegal guardian, the eontribution shall be attyih-
uted £ each parent or cach guardian in equal shares or In
nehlhu-uthpmhulhnﬂmmw
wriiten agreement.

(@) The contribution of Iadlvidual contributors who are
nd rwrled 2l perporms of ccpnien fan

or all purposm Y on regu-

Iation under ch. 11, Ihu.uthcunmbuuoadmm
vniulmwllmu

mmmmmw-ammumudn“

individual’s right or authority to make sontributiona from
» multi-party account at a Bnancial institucion.

Hinery: Cr. Ragister, Jaguary, 1002, No. 458, of. 3-1-02.



