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October  12, 1984 

Karen Bush Schneider  
F o s t e r ,  S w i f t ,  C o l l i n s  & Coey, P.C. 
313 South Washington Square 
Lans ing,  M i ch igan  48933 

Dear Ms. Schneider :  

You have reques ted  an i n t e r p r e t a t i v e  s ta tement  under t h e  Campaign Finance Ac t  
( t h e  "Ac t " ) ,  1976 PA 388, as amended. S p e c i f i c a l l y ,  you r  ques t i on  i s :  

"May a  c o r p o r a t i o n  which has e s t a b l i s h e d  and adm in i s t e r s  a  separate  
segregated fund  u t i l i z e  c o r p o r a t e  monies t o  pay taxes  due on i n t e r e s t  
earned b y  t h e  fund as a  r e s u l t  o f  i t s  placement i n  an i n t e r e s t  b e a r i n g  
account o r  c e r t i f i c a t e s  o f  depos i t . "  

Separate segregated funds a re  governed b y  s e c t i o n  55 o f  t h e  Act, MCL 169.255. 
Subsec t ion  (1) o f  s e c t i o n  55 s t a t e s :  

"Sec. 55. (1) A c o r p o r a t i o n  o r  j o i n t  s tock  company formed under t h e  
laws o f  t h i s  o r  another  s t a t e  o r  f o r e i g n  c o u n t r y  may make an expen- 
d i t u r e  f o r  t h e  es tab l i shmen t  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  separa te  segregated fund  t o  be used f o r  p o l i t i c a l  
purposes. A fund  e s t a b l i s h e d  under t h i s  s e c t i o n  s h a l l  be l i m i t e d  t o  
making c o n t r i b u t i o n s  t o ,  and expend i t u res  on b e h a l f  o f ,  cand ida te  com- 
m i t t e e s ,  b a l l o t  ques t i on  comn i t tees ,  p o l i t i c a l  p a r t y  comni t tees,  and 
independent  committees." 

The Department adv ised M r .  James B a r r e t t  i n  a  d e c l a r a t o r y  r u l i n g  dated October  
26, 1983, t h a t :  

" A  c o r p o r a t i o n  may pay f o r  t h e  c o s t  o f  o f f i c e  space, phones, s a l a r i e s ,  
u t i l i t i e s ,  supp l i es ,  l e g a l  and accoun t ing  fees ,  f u n d r a i s i n g  and o t h e r  
expenses i n c u r r e d  i n  s e t t i n g  up and runn ing  a  separate  segregated f und  
e s t a b l i s h e d  b y  t h e  c o r p o r a t i o n . "  

That  d e c l a r a t o r y  r u l i n g  a l s o  s t a t e d  t h e  c o r p o r a t i o n  may pay t h e  t r a v e l  expenses 
o f  t h e  o f f i c e r s  and d i r e c t o r s  o f  i t s  separate  segregated fund. 
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From these  examples of what expenses of a  separate segregated fund  are 
es tab l i shmen t ,  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  expenses which may be p a i d  b y  
i t s  c o r p o r a t e  c r e a t o r ,  i t  seems c l e a r  bank s e r v i c e  charges a re  a d m i n i s t r a t i o n  
expenses. Your ques t ion  i s  whether t h i s  "expend i tu re  f o r  a d m i n i s t r a t i o n "  c a t e -  
g o r y  extends t o  t h e  payment of income taxes  i n c u r r e d  because money i n  a  bank 
account  o r  c e r t i f i c a t e  o f  d e p o s i t  earned i n t e r e s t .  

The Fede ra l  E l e c t i o n  Commission (FEC) has issued an adv i so ry  o p i n i o n  on t h e  
ques t i on .  T h i s  o p i n i o n  concluded t h a t  t h e  t a x  on income generated by  a  sepa ra te  
segregated fund  was no t  an a l l o w a b l e  use of c o r p o r a t e  t r e a s u r y  funds. That o p i -  
n i o n  i s sued  June 3, 1977, t o  t h e  Texaco Employees P o l i t i c a l  involvement 
Committee s t a t e s  i n  r e l e v a n t  p a r t :  

"The Commission concludes t h a t  t axes  i n c u r r e d  by  TEPIC on i t s  earned 
i n t e r e s t  income are  n o t  ' a d m i n i s t r a t i o n '  expenses w i t h i n  t h e  meaning 
o f  2 U.S.C. §441b(b)(Z)(C)  and §114. l (b ) .  A  t a x  o b l i g a t i o n  on income 
genera ted  b y  t h e  d e p o s i t i n g  i n  an i n t e r e s t - b e a r i n g  account o f  unused 
c o n t r i b u t i o n s  t o  a  separate segregated fund i s  no t  i n c u r r e d  i n  t h e  
p u r s u i t  o f  v o l u n t a r y  c o n t r i b u t i o n s ,  t h e  maintenance o f  those  c o n t r i b u -  
t i o n s ,  o r  t h e  u t i l i z a t i o n  o f  those  c o n t r i b u t i o n s  f o r  ' p o l i t i c a l  
purposes."  Rather, t h e  t a x  i s  i n c u r r e d  as a  r e s u l t  o f  t h e  p roduc t i on  
o f  income t o  TEPIC; these  c o s t s  a r e  c l e a r l y  d i s t i n g u i s h a b l e  from c o s t s  
i n c u r r e d  i n  ' s e t t i n g  up and r u n n i n g '  TEPIC as a  separate segregated 
fund .  Accord ing ly ,  TEPIC1s t a x  l i a b i l i t y  may n o t  be p a i d  w i t h  
t r e a s u r y  funds  o f  Texaco." 

The reason ing  o f  t h e  FEC on t h i s  i s sue  i s  a l s o  a p p l i c a b l e  t o  t h e  Act.  To p e r m i t  
c o r p o r a t e  payment o f  these committee expenses would amount t o  an exchange of 
c o r p o r a t e  funds  f o r  funds generated b y  t h e  seperate segregated fund 's  a c t i v i t y .  
T h i s  response i s  i n f o r m a t i o n a l  o n l y  and does n o t  c o n s t i t u t e  a  d e c l a r a t o r y  
r u l i n g .  

Very t r u l y  yours,  

P h i l l i p  f. 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  




