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November 16, 1987 

Thomas H. S h i e l d s  
M a r k e t i n g  Resource Group, I n c .  
115 W .  A l l e g a n ,  S u i t e  910 
L a n s i n g ,  M i c h i g a n  48933 

Dear M r .  S h i e l d s :  

T h i s  i s  i n  response  t o  y o u r  r e q u e s t  f o r  a  d e c l a r a t o r y  r u l i n g  c o n c e r n i n g  t h e  
a p p l i c a b i l i t y  o f  t h e  Campaign F inance  Ac t  ( t h e  A c t ) ,  1976 PA 388, as amended, t o  
a  C o r p o r a t e  E x e c u t i v e  Guaranteed C o n t r i b u t i o n  System proposed b y  M a r k e t i n g  
Resource Group, I n c .  (MRG) f o r  t h e  c o l l e c t i o n  o f  c o n t r i b u t i o n s  t o  i t s  s e p a r a t e  
s e g r e g a t e d  f u n d  (MRG-PAC). 

MRG-PAC was e s t a b l i s h e d  b y  MRG p u r s u a n t  t o  s e c t i o n  55 o f  t h e  Ac t  ( K L  169.255).  
T h i s  s e c t i o n  s t a t e s ,  i n  r e l e v a n t  p a r t :  

"Sec. 55.  (1 )  A c o r p o r a t i o n  o r  j o i n t  s t o c k  company fo rmed under  t h e  
laws of t h i s  o r  ano the r  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  e s t a b l i s h m e n 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  s e p a r a t e  seg rega ted  f u n d  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  
mak ing c o n t r i b u t i o n s  t o ,  and e x p e n d i t u r e s  on b e h a l f  o f ,  c a n d i d a t e  com- 
m i t t e e s ,  b a l l o t  q u e s t i o n  commi t tees ,  p o l i t i c a l  p a r t y  commi t tees ,  and 
i ndependen t  commi t tees .  

( 2 )  C o n t r i b u t i o n s  f o r  a  f u n d  e s t a b l i s h e d  b y  a  c o r p o r a t i o n  o r  j o i n t  
s t o c k  company under  t h i s  s e c t i o n  may be s o l i c i t e d  f r o m  any o f  t h e  
f o l l o w i n q  pe rsons  o r  t h e i r  spouses:  

( a )  S t o c k h o l d e r s  o f  t h e  c o r p o r a t i o n .  
( b )  O f f i c e r s  and d i r e c t o r s  o f  t h e  c o r p o r a t i o n .  
( c )  Employees of t h e  c o r p o r a t i o n  who have p o l i c y  making,  mana- 

g e r i a l ,  p r o f e s s i o n a l ,  s u p e r v i s o r y ,  o r  a d m i n i s t r a t i v e  n o n c l e r i c a l  
r e s ~ o n s i b i l i t i e s . "  

The proposed C o r p o r a t e  E x e c u t i v e  Guaranteed C o n t r i b u t i o n  System wou ld  a p p l y  o n l y  
t o  " e l i g i b l e  employees," o r  t h o s e  employees f r o m  whom c o n t r i b u t i o n s  may be s o l i -  
c i t e d  under  s e c t i o n  5 5 ( 2 ) ( c ) ,  and wou ld  o p e r a t e  as a  " r e v e r s e  c h e c k - o f f . "  Under 
t h e  p r o p o s q l ,  a  c o n t r i b u t i o n  o f  $1.00 p e r  month w i l l  a u t o m a t i c a l l y  be deduc ted  
f rom each e l i q i b l e  emp loyee ' s  paycheck and r e m i t t e d  t o  MKG-PAC u n l e s s  t h e  
employee i n d i c a t e s  t h a t  he o r  she does n o t  w i s h  t o  make a  c o n t r i b u t i o n ,  o r  t h e  
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employee requests a refund. 

To implement the system, new and existing eligible employees will be given 
MRG-PAC Continuing Contribution Authorization Forms. The form explains that a 
contribution will be withheld from the employee's paycheck "unless you check the 
box and sign the statement below. This contribution will be withheld unless 
this form is returned to the MRG payroll office within the next month or if at a 
later date you change your mind and request a refund." The form then describes 
how to obtain a refund, explains that a refund request will automatically 
operate to discontinue MRG-PAC contributions in future years, and discloses that 
contributions to MRG-PAC will be used to support candidates for elective office. 
Finally, the form states that 1) a contribution to MRG-PAC is voluntary and not 
a condition of employment, 2) an employee has the right to refuse to contribute 
to MRG-PAC, and 3 )  refusing to contribute will not alter the employee's status, 
rights or benefits with MRG. An employee may decline to participate in the 
system and prevent - at the outset - the deduction of political contributions by 
checkinq-off and returning the form within the allotted time. 

The contribution system you describe appears to be identical, with one excep- 
tion, to the reverse check-off plan recently implemented by the Michigan 
Education Association (MEA) and its separate segregated fund (MEA-PAC). In the 
attached declaratory ruling issued to Mr. Peter F. McNenly, dated August 4, 
1987, the Department indicated that MEA's reverse check-off system was not pro- 
hibited by the Act. The only apparent difference between the MRG and MEA 
contribution systems is the relationship between the corporation and the indivi- 
duals solicited. 

Under the reverse check-off plan approved in McNenly, contributions to MEA-PAC 
are solicited only from members of MEA, a non-profit corporation which is 
restricted in the solicitation of contributions to its separate segregated fund 
by section 5 5 ( 3 ) .  MRG-PAC, on the other hand, was established by a profit cor- 
poration and solicitations by MRG are regulated by section 5 5 ( 2 ) .  Thus, the 
solicitation of contributions under the proposed Corporate Executive Guaranteed 
Contribution System will be limited to MRG employees who have policymaking, 
managerial, professional, supervisory, or administrative nonclerical respon- 
sibilities. 

However, solicitations by non-profit and profit corporations are governed 
equally by section 55(4), which states: 

"Sec. 55. ( 4 )  Contributions shall not be obtained for a fund 
established under this section by use of coercion, physical force, or 
as a condition of employment or membership or by usinq or threatening 
to use job discrimination or financial reprisals." 

The dispositive issue in the McNenly ruling was whether this subsection prohi- 
bited MEA from implementing its Guaranteed Contribution System. After 
thoroughly eramining MEA's proposal and reviewing relevant decisions from other 
jurisdictions, the Department concluded that MEA1s reverse check-off plan did 
not violate the Act, stating: 
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" I n  t h e s e  c i r c u m s t a n c e s ,  MEA w i l l  n o t  o b t a i n  c o n t r i b u t i o n s  f o r  MEA-PAC 
as a c o n d i t i o n  of employment  o r  membersh ip .  A  member may r e f u s e  t o  
make a  c o n t r i b u t i o n  t o  MEA-PAC e i t h e r  b e f o r e  o r  a f t e r  money i s  
d e d u c t e d  f r o m  h i s  o r  h e r  paycheck .  If a  member c h e c k s - o f f  o r  r e q u e s t s  
a  r e f u n d ,  money w i l l  n o  l o n q e r  be  d e d u c t e d  f r o m  t h e  member ' s  s a l a r y  
f o r  t h e  p u r p o s e  o f  m a k i n q  a  c o n t r i b u t i o n  t o  MEA-PAC. Thus, a  p e r s o n  
i s  n o t  r e q u i r e d  t o  c o n t r i b u t e  t o  MEA-PAC i n  o r d e r  t o  a c q u i r e  o r  rnain- 
t a i n  membersh ip  i n  MEA, o r  employment  i n  an MEA i n s t i t u t i o n .  
M o r e o v e r ,  i t  does n o t  appea r  t h a t  MEA rwrnbers w i l l  be  c o e r c e d ,  f o r c e d  
o r  t h r e a t e n e d ,  n o r  w i l l  t h e y  s u f f e r  j o b  d i s c r i m i n a t i o n  o r  f i n a n c i a l  
r e p r i s a l s  i f  t h e y  r e f u s e  t o  c o n t r i b u t e  t o  MEA-PAC. T h e r e f o r e ,  t h e  
r e v i s e d  G u a r a n t e e d  C o n t r i b u t i o n  Sys tem p r o p o s e d  b y  MEA does n o t  
v i o l a t e  s e c t i o n  5 5  and i s  ~ e r m i t t e d  u n d e r  t h e  A c t . "  

T h i s  c o n c l u s i o n  depended upon t h r e e  k e y  f a c t o r s .  F i r s t ,  new and e x i s t i n g  MEA 
members may c h e c k - o f f  and r e f u s e  t o  p a r t i c i p a t e  i n  t h e  s y s t e m  b e f o r e  o r  a f t e r  
money i s  w i t h h e l d  f r o m  t h e i r  p a y c h e c k s .  Second,  i f  a  member c h e c k s - o f f  o r  
r e q u e s t s  a  r e f u n d ,  n o  f u r t h e r  p o l i t i c a l  c o n t r i b u t i o n s  a r e  d e d u c t e d  f r o m  h i s  o r  
h e r  paycheck .  And t h i r d ,  a t  t h e  t i m e  o f  MEA's r u l i n g  r e q u e s t ,  t h e r e  was n o  e v i -  
dence  o f  c o e r c i o n ,  f o r c e ,  t h r e a t ,  d i s c r i m i n a t i o n  o r  f i n a n c i a l  r e p r i s a l  i f  a  
member r e f u s e d  t o  c o n t r i b u t e  t o  MEA-PAC. 

MRG's C o r p o r a t e  E x e c u t i v e  Gua ran teed  C o n t r i b u t i o n  Sys tem appea rs ,  on i t s  f a c e ,  
t o  i n c l u d e  s i m i l a r  s a f e g u a r d s .  MRG p r o p o s e s  t o  g i v e  i t s  e l i g i b l e  emp loyees  
n o t i c e  and t h e  o p p o r t u n i t y  t o  r e f u s e  t o  p a r t i c i p a t e  i n  t h e  s y s t e m  b e f o r e  c o n t r i -  
b u t i o n s  a r e  w i t h h e l d  f r o m  t h e i r  p a y c h e c k s .  An emp loyee  who does n o t  c h e c k - o f f  
w i l l  b e  e n t i t l e d  t o  a  r e f u n d  upon  s u b m i s s i o n  o f  a  t i m e l y  w r i t t e n  r e q u e s t .  
P o l i t i c a l  c o n t r i b u t i o n s  w i l l  n o t  be d e d u c t e d  f r o m  an e m p l o y e e ' s  s a l a r y  a f t e r  t h e  
emp loyee  c h e c k s - o f f  o r  r e q u e s t s  a  r e f u n d .  F i n a l l y ,  MRG w i l l  a d v i s e  i t s  
emp loyees  i n  n o t i c e s  p r i n t e d  on t h e  c o n t r i b u t i o n  a u t h o r i z a t i o n  f o r m  and i n  
p a y r o l l  s t u f f e r s  t h a t  MRG-PAC c o n t r i b u t i o n s  a r e  v o l u n t a r y  and n o t  a  c o n d i t i o n  o f  
emp loyment ,  and t h a t  an e m p l o y e e ' s  s t a t u 5 ,  r i q h t s  and b e n e f i t s  w i l l  n o t  b e  
a l t e r e d  i f  h e  o r  she  e l e c t s  n o t  t o  make a  MRG-PAC c o n t r i b u t i o n .  

I f  t h e  above  c o n d i t i o n s  a r e  s t r i c t l y  a d h e r e d  t o ,  c o n t r i b u t i o n s  t o  MRG-PAC w i l l  
n o t  b e  o b t a i n e d  as a  c o n d i t i o n  o f  employment, and i f  t h e  c o n t r i b u t i o n s  a r e  n o t  
o b t a i n e d  b y  t h e  u s e  o f  t h r e a t ,  f o r c e  o r  c o e r c i o n ,  t h e  g u a r a n t e e d  c o n t r i b u t i o n  
s y s t e m  i s  p e r m i s s i b l e  u n d e r  t h e  A c t .  However ,  g i v e n  t h e  m a s t e r - s e r v a n t  r e l a -  
t i o n s h i p  w h i c h  e x i s t s  be tween MRG and i t s  emp loyees ,  e x t r e m e  c a u t i o n  mus t  be  
e x e r c i s e d  t o  p r e v e n t  MRG f r o m  e x e r t i n g  any  c o e r c i o n ,  e x p r e s s  o r  i m p l i e d ,  upon  
i t s  s o l i c i t e d  emp loyees .  F o r  example ,  i f  MRG-PAC c o n t r i b u t i o n s  a r e  s o l i c i t e d  
o u t s i d e  o f  n o r m a l  c h a n n e l s  o r  i n  c i r c u m s t a n c e s  w h i c h  s u g g e s t  t h a t  an emp loyee  
does  n o t  h a v e  a  f r e e  c h o i c e ,  a  v i o l a t i o n  o f  t h e  A c t  may o c c u r .  T h i s  d e t e r -  
m i n a t i o n  c a n  o n l y  be  made on a  c a s e  b y  c a s e  b a s i s .  

F i n a l l y ,  i t  s h o u l d  b e  n o t e d  t h a t  t h i s  r u l i n g  i s  l i m i t e d  t o  t h e  a p p l i c a t i o n  o f  
t h e  Campaign F i n a n c e  A c t  t o  MKG's p r o p o s e d  c o n t r i b u t i o n  sys tem.  The Wages and 
F r i n g e  B e n e f i t s  A c t ,  1978  PA 390,  as amended, may p r o h i b i t  MRG f r o m  i m p l e m e n t i n g  
a  r e v e r s e  c h e c k - o f f  p l a n .  S p e c i f i c a l l y ,  s e c t i o n  7 o f  t h a t  a c t  (K?  408.477)  
p r o v i d e s :  
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"Sec. 7. W i th  t h e  e x c e p t i o n  of t h o s e  d e d u c t i o n s  r e q u i r e d  o r  
e x p r e s s l y  p e r m i t t e d  b y  law o r  b y  a c o l l e c t i v e  b a r g a i n i n g  agreement, an 
employer s h a l l  n o t  deduc t  f rom t h e  wages o f  an employee, d i r e c t l y  or- 
i n d i r e c t l y ,  any amount w i t h o u t  t h e  f u l l ,  f r e e ,  and w r i t t e n  consen t  of 
t h e  employee, o b t a i n e d  w i t h o u t  i n t i m i d a t i o n  o r  f e a r  o f  d i s c h a r g e  o r  
r e f u s a l  t o  p e r m i t  t h e  d e d u c t i o n .  A d e d u c t i o n  f o r  t h e  b e n e f i t  of t h e  
employer  s h a l l  r e q u i r e  w r i t t e n  consent  f r o m  t h e  employee f o r  each wage 
payment s u b j e c t  t o  t h e  d e d u c t i o n  and t h e  c u m u l a t i v e  amount o f  t h e  
d e d u c t i o n s  s h a l l  n o t  reduce  t h e  gross  wages p a i d  t o  a  r a t e  l e s s  than  
minimum r a t e  as d e f i n e d  i n  A c t  No. 154 o f  t h e  P u b l i c  Ac ts  of 1964, as 
amended, b e i n g  s e c t i o n s  408.381 t o  408.397 o f  t h e  M ich igan  Compi led 
Laws. Each d e d u c t i o n  s h a l l  be s u b s t a n t i a t e d  i n  t h e  r e c o r d s  o f  t h e  
employer  and s h a l l  be  i d e n t i f i e d  as p e r t a i n i n g  t o  an i n d i v i d u a l  
employee. P r o r a t i n g  o f  d e d u c t i o n s  between 2 o r  more employees s h a l l  
n o t  be  p e r m i t t e d . "  (emphasis added) 

Q u e s t i o n s  c o n c e r n i n g  t h e  a p p l i c a b i l i t y  of t h i s  s t a t u t e  t o  MRG1s C o r p o r a t e  
E x e c u t i v e  Guaranteed C o n t r i b u t i o n  System s h o u l d  be r e f e r r e d  t o  t h e  Department o f  
Labor, Bureau o f  Employment Standards ,  7150 H a r r i s  D r i v e ,  Box 30015, Lans ing ,  
M i c h i g a n  48909. 

T h i s  response  i s  a  d e c l a r a t o r y  r u l i n g  c o n c e r n i n g  t h e  a p p l i c a b i l i t y  of t h e  
Campaign F i n a n c e  Ac t  t o  t h e  s p e c i f i c  f a c t s  and q u e s t i o n s  p resen ted .  

44 LL? 
/I i c h a r d  H .  A u s t i n  




