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, * ' M I C H I G A N  D E P A R T M E N T  O F  S T A T E  

L A N S I N G  
R t C H A R D  H. A U S T I N  SECRETARY OF STATE -- 

M I C H I G A N  * B P I  8 

1 STATE TREASURY BUlLDlNO m?iJ,!$+/ 
yKo,~' 

J ~ C K  Schick 
lames a .  Karoub Assoc ia tes 
500 C a p i t o l  Savings S u i l d i n g  
112 E. A l legan 
Lansing, Y ich igan  48933 

'Jear M r .  Sch ick :  

T h i s  i s  i'n response t o  your  request  f o r  a " fo rma l  o p i n i o n "  r ega rd i ng  the 
payment o f  overhead expenses of f u n d r a i s i n g  events  f o r  separate  segregated 
funds es tab l j shed  pursuant  t o  the Campaign Finance Ac t ,  1976 PA 388. as ' 

.mended, ( t h e  " A c t " ) .  

The ques t ions  t o  be answered are:  

"!, I s  a  c o r p o r a t i o n  a l lowed by law t o  u n d e r w r i t e  an e n t i r e  
f u n d r a i s i n g  ?ven t  f o r  t he  ourpose of r a i s i n g  p o l i t i c a l  funds, 
i . e .  p r i n t i n g ,  r a f f l e  t i c k e t s ,  purchas ing p r i z e s .  The p o l i -  
t i c a l  a c t i o n  cammi t t e e  i s  a separate segregated fund.  

2. !f pe rm iss i b l e ,  what i n f o rma t i on  needs t o  be recorded w i t h  
the S ta te . "  

i i s t o r i c a l l y ,  co rpo ra te  p o l i t i c a l  p a r t i c i p a t i o n  has been p r o h i b i t e d  i n  Michigan. 
The Act  made a  change :n t h a t  p o i i c y  b y  p e r m i t t i n g  c o r p o r a t i o n s  the  o p p o r t u n i t y  *: 

. . . A I;;ersonS 21 e s t a b l i s h  designated separate  in segregated the ~ ~ t : k $ z f i  tunds &A :"'J~c which ,,:I.-.> cou ld  . J I  -4. s o l i c i t ~ , c o n t r i b u t i o n s  , r 7 L b  y.‘. . . r p . ~ 1 7  ba"C4fi%4",'4 .Od  f rom $ejs~55; 
. , 

r!(,-. ..k,. . 

' lection 54 of  the Ac t  (MCL 169.254) .  however, m a i n t a i n s  t he  p r o h i b i t i o n  on 
d i r e c t  co rpo ra te  p a r t i c i p a t i o n  i n  the e l e c t i o n  o f  cand ida tes .  Sec t ion  5 5  of the  
A c t  (MCL 169.255)  se ts  f o r t h  t.he A c t ' s  p r o v i s i o n s  w i t h  r espec t  t o  separate  
5egregated funds. Al though d i r e c t  co rpora te  c o n t r i b u t i o n s  and expend i tu res  i n  
ass i s t ance  of cand ida tes  a re  s t i  11 fo rb idden ,  3 c o r p o r a t i o n  may  ti 1 i z e  i t s  
funds t o  d e f r a y  t h e  cos t s  of "es tab l i shment  and a d m i n i s t r a t i o n  and s o l i c i t a t i o n  
o f  c o n t r i b u t i o n s  t o  a  separate  seqregated fund t o  be used f o r  p o l i t i c a l  
purposes." 
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The Federa l  E l e c t i o n  Commission (F.E.C.) has promulgated r e g u l a t i o n s  which p e r -  
m i t  c o r p o r a t i o n s  w i t h  separa te  segregated funds  t o  pay up t o  o n e - t h i r d  o f  t h e  
amount r a i s e d  i n  c o n t r i b u t i o n s  f o r  t h e  c o s t s  o f  " r a f f l e s  and e n t e r t a i n m e n t "  u t i -  
l i z e d  i n  f u n d r a i s i n g .  Amounts o v e r  t h e  o n e - t h i r d  a r e  p a i d  f rom t h e  proceeds o f  
t h e  f u n d r a i s i n g  event  C11 CFH 1 1 4 . 5 ( b ) ( 2 ) ] .  

I q  M i c h i g a n  t h e  Act  does n o t  e l a b o r a t e  on t h e  t y p e  o f  expenses which f a l l  w i t h i n  
t n e  meaning o f  s e c t i o n  55 .  No r u l e s  have been promulgated which e x p l a i n  o r  
r e f i n e  t h e  s t a t u t o r y  language. I n  l i e u  o f  such e x p l a n a t o r y  m a t e r i a l  t he  genera l  
r u l e  i s  t h a t  words a re  t o  be a p p l i e d  accord ing  t o  t h e i r  o r d i n a r y  meaning. 

Accord ing  t o  Webster 's  New World 
Schus te r  1982, " s o l i c i t "  means " t o  ask o r  t o  
appeal  t o  o r  f o r  . . . ." Communication i s  t h e  predominant  e lement i n  t h e  d e f i -  
n t t i o n .  The purchase of e n t e r t a i n m e n t ,  premiums and r a f f l e  p r i z e s  i s  n o t  
i n c l u d e d  i n  t h e  o r d i n a r y  meaning of the term s o l i c i t a t i o n .  

S e c t i o n  54  c o n t i n u e s , t h e  long  s t a n d i n g  p r o h i b i t i o n  on c o r p o r a t e  spending i n  
M i c h i g a n ' s  e l e c t i o n s  of p u b l i c  o f f i c i a l s .  The Act  c l e a r l y  p r o h i b i t s  c o r -  
p o r a t i o n s  f rom making a  d i r e c t  c o n t r i b u t i o n  t o  a  commi t tee t h a t  can i n  t u r n  sup- 
p o r t  a  cand ida te .  An i n t e r p r e t a t i o n  which p e r m i t s  t h e  c o r p o r a t i o n  t o  pay f o r  
e n t e r t a i n m e n t ,  premiums o r  r a f f l e  p r i z e s  as s o l i c i t a t i o n  expenses would p e r m i t  
t h e  c o r p o r a t i o n  t o  make i n d i r e c t  c o n t r i b u t i o n s  o f  c o r p o r a t e  funds t o  t h e  
s e p a r a t e  segregated fund.  

I t  i s  ax iomat i c  t h a t  a  person may n o t  do i n d i r e c t l y  what i s  p r o h i b i t e d  i f  done 
d i r e c t l y .  Sec t ion  54  p r o h i b i t s  c o r p o r a t e  spending i n  e l e c m o n s  f o r  p u b l i c  
o f f i c e .  A c o r p o r a t i o n  cannot b u i l d  i t s  separate  segregated fund b y  t h e  use of 
e n t e r t a i n m e n t ,  premiums, and p r i z e s  purchased w i t h  money f rom t h e  c o r p o r a t e  
t r e a s u r y .  

Your second q u e s t i o n  d e a l s  w i t h  how c o r p o r a t e  payment of the  c o s t s  of  separa te  
segregated fund sponsored f u n d r a i s e r s  i s  t o  be r e p o r t e d  under the Ac t .  
C o r p o r a t e  payments f o r  e s t a b l i s h m e n t ,  s o l i c i t a t i o n  and a d m i n i s t r a t i o n  c o s t s  o f  
s e p a r a t e  segregated funds a r e  n e i t h e r  c o n t r ~ b u t i o n s  o r  e x p e n d i t u r e s  b y  t h e  com- 
m i t t e e  and a r e  t h e r e f o r e ,  n o t  r e q u i r e d  t o  be i n c l u d e d  i n  r e p o r t s  f i l e d  under  t h e  
A c t .  However, s e c t i o n  2 6 ( 9 ) ( v )  does r e q u i r e  a  commi t tee h o l d i n g  a  f u n d r a i s i n g  
e v e n t  t o  r e p o r t  " t h e  e x p e n d i t u r e s  i n c i d e n t  t o  t h e  event . "  The i n s t r u c t i o n s  f o r  
r e p o r t i n g  d e s c r i b e  how such f u n d r a i s i n g  schedules a r e  t o  be completed. S ince  
such f u n d r a i s e r  expenses may n o t  be  p a i d  w i t h  c o r p o r a t e  funds, t h e  c o m n i t t e e  
must  r e p o r t  i t s  expenses i n  c o n n e c t i o n  w i t h  a  f u n d r a i s e r .  

You shou ld  a l s o  be aware t h a t  r a f f l e s  a re  r e g u l a t e d  b y  t h e  S t a t e  o f  Mich igan.  
I n f o r m a t i o n  w i t h  r e s p e c t  t o  t h e  o p e r a t i o n  o f  a  r a f f l e  can be ob ta ined  from t h e  
L o t t e r y  Commission. 
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T h i s  rdsponse  i s  an i n t e r p r e t a t i v e  s ta temen t  o f  t h e  A c t ' s  s e p a r a t e  segregated 
f u n d  s o ' l i c i t a t i o n  p r o v i s i o n s  and i s  n o t  a d e c l a r a t o r y  r u l i n g .  

V e r y  t r u l y  you rs ,  

t 
t *  

P h i l l i p  T .  Frangos - 
D i r e c  t o r  
O f f i c e  o f  Hear ings  and L e g i s l a t i o n  

PTF/cw 




