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Ilonorabl~? P a t r i c k  1 1 .  i~lcCollouq11 
c /o  i.lcCol 1ougt1-Michi9311 Coni~ni t t e e  
P . O .  Box 10039 
Lans i n g ,  I4ichigan 41;901 

I L 
Dear Mr. McColluuyh: I C - 

I C - 
Ttic Dc11at.tnlent 11~1s r ece  ivitd .your l e t t e r  o f  Decelnber 2 2 ,  1977, r e q u e s t i n g  a  
rli?cldr,j to ry  rul ill? cor~cer~rlirlg P . A .  38fl of 1976, t h e  Caii~paiyn Finance Act 
( " t i l e  A c t " ) .  Tltc recjrjest i s  rllade pursuan t  to P . A .  306 of 1969,  the  
Adlrlir~ i s  t r , ~  t i v e  Procecl[lres Act , a s  provided i n  R169.6 of the General Rules 
proliiu 1 !/a Led t o  i111pl elllerl t  the Act.  

Your l e t t e r  s t a t e s :  "There Iliay, Iiowever, be a  need f o r  c l a r i f i c a t i o n  as  t o  
t he  p o i n t  a t  which a  loan )nay becoli~e a  c o n t r i b u t i o n .  I seek a  d e c l a r a t o r y  
ru l  ing on t h a t  p o i n t . "  

1 1 1  aclcli t i on ,  the  Departlllent Iias r e ce ived  a  r eques t  ft-0111 Plr. Steven R .  Rarthol omew, 
Tre;lsurer- of tlie PlcCol 1011gh-Michig~ri  Corrlnii t t e e .  This l e t t e r ,  a l s o  da ted  
Decell~ber 2 2 ,  197 7 ,  ra  i s e s  s eve ra  1 q u e s t i o n s  concerning the  s  t a  tus of 1  oans made 
to  a cand ida t e  colinii t t c e  under s e v e r a l  p rov i s i ons  of the  Act. 

A f t e r  exanlining both l e t t e r s ,  i t  i s  concluded t h a t  l i e i t he r  p r e sen t s  a  proper  
r eques t  f o r  a  d e c l a r a t o r y  r u l i n g .  S e c t i o n  63 of  the  Michigan Adminis t ra t ive  
Procedures Act p rov ides  : 

"On reques t of  an i n t e r e s t e d '  pe r son ,  an agency IIIJY i s s u e  a  
d e c l a r a t o r y  r u l i n g  a s  to  t h e  a p p l i c a b i l i t y  t o  an ac tua l  s t a t e  
o f  f a c t s  of a  s t a t u t e  adl l i in is tered by t he  agency o r  of a  
r u l e  o r  o r d e r  o f  the agency. An agency s h a l l  p r e s c r i b e  by 
r u l e  the  form f o r  such a  r eques t  and procedure  f o r  a  , 

submiss ion ,  corisider-a tiori and d i s p o s i  t i o n .  A d e c l a r a t o r y  
r u l  ing i s  b ind ing  or1 the  sgency and t he  person r eques t i ng  
i t  un less  i t  i s  a1 t e r ed  o r  s e t  a s i d e  by any court . .  An 
agency may no t  r e t r o a c t i v e l y  change a d e c l a r a t o r y  r u l i n g ,  
but no th ing  in  t h i s  s~ rbsec t i o r i  p r even t s  a n  agency from 
p r o s p e c t i v e l y  changing a d t . c l a r a to ry  rill i nq .  A d e c l a r a t o r y  
I - u l  ing i s  s ~ ~ b j e c t  t o  j u d i c i a l  revicvr i n  t h e  same manner 
a5 d r ~  agency f i r i a l  d e c i s i o n  o r  o r d e r  i n  a con t e s t ed  c a s e . "  

The Ad~l~iri ist t-a t i v e  PI-oced~11-es Act drld t h e  Dcpartnlent 's  r u l e s ,  which qovern t he  
procedural  a s p e c t s  o f  d c c l a r a  to ry  1-1.11 inrjs, a1 low tile Departnielit t o  is:ue a 
d e c l a r a t o r y  r111 ing or11 ;. 111)on prcsclr~ta tior1 o f  a  spec i  f i c  f a c t u a l  s i  tua t ion  a n d  
n o t  upon a  hypothe t icd l  s e t  of f a r t : .  Tile r -ec l~~es t s  2s out1 incd i n  the  two l e t t e r s  
o f  Ilecelt~bcr 2 2 ,  197i7, ( lo not  s e t  f o r t h  arly f a c t s  d n d ,  t h e l ' e fo r e ,  cannot be 
acknov~le(igtd w i  ti1 tile is:uarice of d e c l a r ~  t o ry  ru l  inljs as  r eques t ed .  



Iliu./c:vcl' , i I' llle t - f~ l~~o: , l_ ' ,  (1t-C i11oil.i f i i l d  t o  j)r.e;plli i ~ r .  t.11,11 f ~ c t u . 1 1  : i t . 1 1 ~  t  ifins , 
t t l ~  I ) C ~ ~ ~ , ~ I . ~ . I I I I ! ~ I  1: 111dy tl~cri h ~ !  ; J \ )  I ( !  i S ~ I I P  (ice 1 ; I I - O  tory  t - 1 1  1 I 11(15 wt\icti ( ~ t - t ?  h i  nd  i rig 
or1 l l icl  t.c(ill?j tori; (incl tile ilc?y;irtr~ien I. cori3 i s  tcllt. w i  ti] the t.equi r'c~~rcr'i t s  of the 
ilc1111 i 11 i s 1  t.d t i  ve Procc11~1 r-cs Ac t . 

A l  t l ~ a ~ ~ . j t r  thc i?ej?artr~~cri t  I I I ~ ~ ~  riot. resj~on(l  w i  ti1 clec l d r a  t.01-y rill i r ~ y s  i n  t h e  case  
o f  t he se  two l e t t c l - s ,  t i l t  i s s u e s  preseritcrl t h e r e i n  nleri t  sotile d t t e n  t i o n  a t  
t t l i s  t i i r~e .  They r e l s t c .  t o  adn l i n i s t r a t i on  of the  s t a t ?  carripaign f u n d  which 
hcr:allle o p c r a t i o n ~ l  011 , J s n i ~ ~ r y  1 ,  19713. I n  view o f  tile f ~ c t  the  i s s u e s  r a i s e d  
ill t.he t.:qo l e t t e r - s  liavc? l)c!erl o f  cor1c:et-n or1 s eve ra l  occa s ions ,  t he  Department a t  
t h i s  tirrlc takcs  the  opl)ortuni ty t o  p r e sen t  i t s  read ing  of the  s t a t u t e  with 
re ;pect  to  sever-a1 ques t i o r ~ s  i r r  ttic forni of  an i r i t .erprut ive  s  t a t e ~ n e n t .  This 
statelllerlt i s  t-enderetl p i ~ i - s ~ ~ a r i t  t o  the Departnient 's  au tho r i  t y  as  a d m i n i s t r a t i v e  
s~ rpe t -v i so r  of tile s eve ra l  j ~ r o v i s  ions of the  Act.  

I n  I-esl~oriding to the issires r.disttd, tlie s e v e r a l  ques t i ons  i n  the two l e t t e r s  o f  
Di.cernber 2 2  have beer1 rllodi f iecl to re f l e c t  the  o e r t i n e n t  ques t ions  k i l l  ich need 
c l a r i f i c a t i o ~ i  a t  t h i s  tinre. The c]uestioris t o  vihich t h i s  s t a tement  i s  addressed 
a r e  a s  fo l  1 ows : 

1 .  Should a  loan ir~ade to  c7 c d ~ l d i d a t e  con~rni t t e e  be t r e a t e d  as  a con- I 
t r i  but ion 01- expend i t u r e  under t he  p rov i s i ons  of t he  Act? 1 .  
2 .  If c o ~ i s i d e r e d  a c o n t r i b ~ ~ t i o n ,  i s  a loan t o  a  cand ida te  committee 
s u b j e c t  to  the  var ious  c o n t r i b i ~ t i o n  l i m i t s  providetl in  t he  Act? 

3 .  May a  loan t o  a  c~trl)er~l;ltot-ial c and ida t e  conlniittee, which has f i l e d  , 
a  statement of  orgdr i izat ion i n d i c a t i n g  an i n t e n t  t o  seek q u a l i f y i n g  

, c o n t r i b u t i o n s  irl o rde r  to r e ce ive  rr~onies froill the s t a t e  campaign fund,  
be cons t rued  t o  be a  qua l i fy i r ig  c o n t r i b u t i o n  f o r  purposes of t h e  Act? 

, . 
4 .  May funds received by a g ~ ~ b e r - n a t o r i a l  cand ida te  comrni t t e e  from t h e  
s t a t e  campaign fund be used f o r  t h e  repayment of a  loan?  

Sec t i on  3 ( 1 )  of t h e  Act d e f i n e s  " . con t~ - ibu t i on"  t o  i nc lude  a l o a n ,  whether  o r  n o t  
condi t i ona l  o r  l ega l  l y  e n f o r c e a b l e ,  rriade f o r  tlie purpose of i n f l uenc ing  t h e  
nomination o r  e l e c t i o n  of a ca l ld ida te .  l,ii th one nlajor excep t i on ,  a  loan should 
be repor ted  a s  a  c o r ~ t r i b u t i o n  co r l s i s t en t  wi th  the  r epo r t i ng  p rov i s i ons  of 
Sec t ion  2 6 ( b )  of  t he  Act. I n  a d d i t i o n  t o  genera l  language f o r  the  r e p o r t i n g  
of c o n t r i b u t i o n s ,  t h i s  s e c t i o n  prov ides  s p e c i f i c a l l y  t h a t  i f  & loan i s  repa id  
dur ing  the  per iod  covered 11y t he  cd~npaigri s t a t e m e n t ,  the  amount of  t h e  repayn~ent  
s h a l l  be s u b t r a c t e d  from the  t o t a l  arr~ount of contr-i  but ions r e ce ived .  I n  s h o r t ,  
a loar, to  cand idd tc  cori~rl~i t t e c  should be r epo r t ed  as  a  c o n t r i b u t i o n .  

The orle e x c e p t i o r ~  t o  the  above i s  a loan made by a  co rpo ra t e  l ender  i n  the  
o rd ina ry  corlrse of busi .ness.  Sec t ion  54(1 ) of  the  Act p r o h i b i t s  co rpo ra t e  
f inaricial  invo lvcn~ent  in  1101 i t i c a l  ac  t i v i  ty  excep t  as  spcc i  f i c a l  l y  au tho r i zed  
by the  Act. An excep t ion  perrili t t e d  b y  the  Act i s  a  loan made in  the  o rd inary  
course  o f  busines;  by a corpor.a t c  l e n d e r .  The Dcpat-trrlciit i n t e r p r e t s  the 
Act as  r e q u i r i n g  a  corporate lerider to  be in the  bus lness  o f  rrrdking l oans .  



. . 
TI1 i s ,  ( ~ , , ( . I ~ ~ I  t l t ~ ! r  1 1 ,  , . O I L ! ,  ir,L(:nt ),,li 111 l . l i~ !  ol.111~1- [ ) I - O ~ J ~ , ;  I O I I ~ L  n i  th?  I. 111 t11,1t i f 

I O ~ I I  F I . O I I I  e5 t d l 1 1  i ~ I I C ! [ I  C U I - I I U I - , I ~ . ~ . ~  1~11t lc1-  wr - e  t1+(2a t.(ltl a  c ~ ~ ~ i t ~ i ~ ~ ~ i t i o r ~  to  a  
~ .~ i~~ , l i t i a t . c : ,  t l ~ c  1onrl~1-  ~ ~ ~ o ~ r l d  l ic~vc t o  c : t . (~ l~ l i s l i  i l s c l  i ds d co11v11it t cc  i)t,~-;trarit 
t[j ! 111: j~r-ovi:iurl: o f  C;(?Z t i ( l11  ] ( < I )  i l l  , ~ n y  ills t.or~cc v:l~[.l.c tti12 lo;lr~ cuice:jed 8200.00 
I i 1 I I  y e .  A l.clid i r ~ c j  o f  l.lic scvt:r.,l 1 t.r~l(!vsrlt s t 3  tutor-y s e c t i o n s  does I 

riot s ~ ( ~ ( ~ o r - t  silch (1 iOr\(:l ~ J S  i o n .  

Tiicl-efort!, a  l o , ~ n  f 1.0111 a  C O ) - P O I . ~ I \ C  l c ~ i d e r  i n  tile l)us i rle55 of 111s k i  rig loaris and 1 
111dCir i l l  t h ~  OI-di11ar.y c:our.,e of b ~ ~ s  iric?ss, s l ~ o ~ ~ l c l  riot be rclported a s  a  c o n t r i b u t i o n  j 
fol- r)\.lr.poses of ttlc A c t .  RC~t t rc r ,  ;l loan of  t h i s  type s t i o ~ ~ l d  be r epo r t ed  as a  I I 

r-c(:eil)t by tile carid iciate coiiirl~i L t c c  j ) u r : u a n l  to the  p rov i s i ons  of Sec t ion  28(2) i 
o f  the Act. This j . l~.ovision rt.!juires the  I -epor t ing  of a  loan 011 a  s e p a r a t e  
sclifdo 1 e arld l~rebc: r i tles a  nuriil~cr. o f  I-epor 1 i ng reclcr i rer~~cri Ls . I 

I 
I t  s l i o ~ ~ l t l  be 11oCcd ttl<lt S e c t i o r ~  G ( l  ) clefirles "expen(li t u r e "  to  inc lude  a  loan made 
f o r  tlrc 110111iri(i ti011 01. f-'l(?(:tioll o f  (1 carid i d d t e ,  Or the  qua1 i f i c d t i o n ,  passage o r  
dcfc;l t o f  (1 bsl l o t  cl11cjtio11. Tliis s taL11tory pi-ovisi rrn i 5  in tended t o  r e q u i r e  t h e  
I-?poi-t i r ~ g  a s  an c?:pc!ridi tui-e o f  11 1(1,>1i rnade by an independent conl~rii t t e e  o r  a  
110 l i t  i i a  1 p a r t y  co~~rllri tr.cc? to  ;I ciir~tl i (id t e ,  o r  b.y ariy c o l ~ e ~ ~ i  t t e e  f o r  o r  a q a i n s t  a  
bd 1 l o t  ques t  i o ~ i .  I t  does not i r ~ c  l u d c  the s i  tua  t i  on where a cantlida t e  comrni t  t e e  
t-c!cci vcs a  loall 011 i t s  oerri bc l~d l  f  . Rc\t~yr!ier\ t  of a loan by a  cand ida t e  comnri t t e e  
does riot c o n s t i t i i t e  an expendi lurSc.  The s t a t u t e  c o n t e ~ ~ r p l a t e s  t h i s  r e s u l t - i n  
Sec t i on  2 6 ( b )  vrl\ich >:!as c i t c d  p r c v i o u s l y .  The aniount o f  any repayment dur ing  t h e  
pel-i od covered by a can~p~i iqn  s  t a  tcl~ierl t  sliould be s u b t r a c  Led from t h e  t o t a l  an~ount  
o f  c o n t r i  butiorls rece ived  dur inq  t h a t  pe r i od .  

Turnincj t o  the  second ques t io l i ,  i t  rilay be ansvier-ed by s t a t i n g  t h a t  a  loan made by 
a  leridet- o t h e r  than a  co rpo ra t e  lcrider e s t ab l i s l l ed  f o r  the  purpose of making l o a n s ,  
arid nisde dur ing the course  of i t s  t ) u s ine s s ,  i s  s u b j e c t  t o  t he  c o n t r i b u t i o n  l i m i t s  
s e t  f o r t h  i n  S e c t i o r ~ s  52(1 ) and 60(1 ) of tlie Act.  Ttlus, a  person o t h e r  than an  
independent  conirlii t t c e  o r  a  pol i t i c s  1 p a r t y  corlllni t  t ee  cannot  make c o n t r i b u t i o n s  
to' t h e  cand ida te  colilri~i t t e e  of a guberna tot - ia l  c and ida t e  which exceed 9 1 , 7 0 0 . ~  
vii t h  r e s p e c t  t o  a s i r ig le  e l e c t i o n .  i r i  the i n s t a n c e  of a  loan s u b j e c t  t o  the 
contl-ibirt ion 1 inii t s  of the  Act, repay~nent  of ariy p a r t  of the  loan by t h e  cand ida t e  
cor~rr~ii t tee f r e e s  t he  c o n t r i b u t i o n  .lirni t  a v a i l a b l e  t o  the  maker of the  loan t o  t h e  
e x t e n t  t h a t  repayliient i s  111ade: t'ot- exan~p le ,  i f  a  person lends  t he  cand ida te  
comrni t t e e  of a  gube rna to r i a l  cal ldidate  $1,700.00 on J u l y  1 and $500.00 i s  r epa id  
by J u l y  15 ,  the  n~aker  of  the  loan niay c o n t r i b u t e  an a d d i t i o n a l  amount up t o  
5500.00 with  r e spec t  t o  the  s i n g l e  e l e c t i o n  covered by t h a t  c o n t r i b u t i o n  l i m i t .  

The t h i r d  ques t ion  i s  concerrietl vri th  rl~onics ava i  1 at i le t o  a  gu t~erna  t o r i  a1 cand ida t e  
f ~ - 0 1 1 1  t he  s t a t e  ca111p~iq11 fund.  1hc fi~rld was c r e a t e d  by  t h e  Act f o r  t h e  purpose of  
pt.ovitl irig IIIJ tchilicl f~~r i t l s  t o  q~rl~et-rra t o r i i ~ l  c and ida t e s  f 01- t h e i r  carnpaiqn upon the  
rlleetinq of c e r t a i n  r 'ccjuit-c~l~er~ts.  Sec t ion  1 2 ( 1 )  of the  Act d e f i n e s  wlrat c o n s t i t u t e s  
a i fy  ing 'cori t r i  bu t iori" f o r  I)lirposes of I -ccei  vine, rrlorley from the  fund. This 
provisiorl  exp re s s ly  ~ t ~ 1 t . e ~  t hd t  c l u d l i f y ~ r ~ c j  c o n t r i b u t i o n  does not  i nc lude  a  l o a n .  

Tlie l;ls t qtres ti011 i s  c:o11cci-r1ccl vr i tli r.iliotlicr illorlies r e ce i  vc!d fvon~ the  s t a t e  
canipdiqn fund nlay be u\ed toeidl-d- Ltlc repay~i~eri t  o f  a  l o d n .  Sec t i on  G G ( 1  ) 
o f  tt!c! t'icl: s  La1 c s  t11d t  a cllr~rl i t l , ~  t.c! I I I I ~ ~  o r ~ l y  dpply Ll~e rllori i e s  recc  i vcd fi-0111 

tlie f ~ ~ r i t l   gains t a " c \ u < ~ l  i f ic:( l  cal~qj,\ i c j r l  c!xperldi ti~rc!. " Sc(. t i on  66(2) ind ica  te5 
e/11,1 t  cotis t i  tu t cs  a110 v r l ~ i l  t. cloc: I I O  t  corls t i tut.e J qua 1 i f ietl carrlpa i g n  expendi t u r e .  



1 1 )  vic:!.~ o f  t,titp f C l i : ?  I I l r t  l )-ej);iyl~~t?flL I ) y  a ( . ; l r i t l  id , l te  C O I ~ I I I I ~  t ~ C C )  a  10 i111  ( 1 0 ~ 5  110 t. 
c-ons t i  t . ~  1.e 311 P A ~ ) ( ! I I ~  i ~ I I I - C  , i t. (Ioc; I I O  t C O ~ S  t i tu t e  a  ( 1 i r i l  1 i f i eci c a ~ i l l ) ~ ~  i  gn e x p c ~ i d i  t u r e .  
T t ~ r l s .  r~~or i ics  ~-c!cci .~c>~l  f1-or11 t l ic  5 t a  1.c call~paivn furid h y  tl~t. c a n d i d a t e  coinni t t e e  o f  
11 ~ j i r b e t - ~ ~ c l t o r i a l  c a l ~ t i i t i a l c  n ~ d ]  no t  be ~~sc:tl f o r  Lhe ~-cpayrivnt  o f  a  loarl to t h a t  
C O I I I I I I ~  t t e e .  I 

As s t a  tcti 111-cvioc~sl y ,  t h i s  l e t t e r  docs riot. co11s t i  t r ~ t c  a c l ec l s ra to ry  1 - ~ l i n g .  
1 t stiould be c o r ~ s i d e r e d  irilorrila t i o ~ i a l  as i o  t h e  i n  t e r p r c  t a  t i o n s  re1 i e d  upon 
by the  Ut!par t i~~el~t  i n  i t s  en fo~-ce~ l io r~ t  o f  t h e  Act.  

Very t1:111y y o u r s ,  
/' , 

O f f i c e  of Hear-iricjs 21-id L e g i s l a t  iun 

cc :  f . l l - .  Steven R .  L : J ~  LIiolo~~~e\.r,  Tt -casurcr  
C / O  blcC01 10(1!jIi-/.li (:t~itjaIl C O I I I I I I ~  t t e e  
P.0. Gox 10039 
Larising, t.lichigcl!l 4391)l 


