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March 4, 1983

Mr. David M. Savu
Attorney at Law

105 S. First Street
Ishpeming, Michigan 49849

Dear Mr. Savu:

This is in response to your request for a declaratory ruling concerning the
applicability of the Campaign Finance Act (the "Act"), 1976 PA 388, as amended.
Your question is “"whether or not a group of persons circulating either an ini-
tiatory or referendary petition to be submitted to the Margquette City Commission
constitute a 'Ballot Question Committee' as that term is defined in the

Act" and second, "are such persons, as a group, required to file a statement of
organization under section 24 of the . . . Act prior to the time the City of
Marquette might take action under Charter Section 7.12 to refer an initiatory or
referendary petition to the electors.'

It is your position that a ballot question cannot exist as a matter of law until
the City Commission decides "to put the question to the electorate" and further,
if the City Commission decides to adopt or repeal an ordinance, no ballot
question exists because the question was never put to the voters. You further
opine that a group “supervising the circulation of such petitions" does not come
within the ambit of the Act and is therefore not required to file a statement of
organization or anything else until the City Commission detemmines to put the
question before the voters.

You included a copy of sections 7.10-7.14 of the City Charter which apparently
establishes the procedure for “Initiatory and Referendary Petitions." In sum-
mary, these sections provide that such petitions are to be signed by not less
than 10% of the registered electors, as of the last regular city election, are
to be addressed to the (City) Commission, are to be attached to a sworn affida-
v1t by the circulator and are to be f11ed with the Clerk, who has 15 days to
"canvass the signatures thereon." When a petition with suff1c1ent signatures is
appropriately filed, the Clerk is to present it to the Commission at the next
regular meeting. Upon receipt of such a petition from the Clerk, the Commission
has (generally) 30 days to either (a) adopt the ordinance (initiatory petition),
(b) repeal all or part of the ordinance (referendary petition), or (c)
"Determine to submit the proposal provided for in the petition to the electors."”
If the Commission determines that the proposal is to be submitted to the elec-
tors, it is to be submitted to the voters at the “next election held in the city
for any other purpose” or at a special election called for that purpose.
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Section 2 of the Act (MCL 169.202) provides (in part):

"(1) 'Ballot question' means a question which is submitted or which is
intended to be submitted to a popular vote at an election whether or not it
qualifies for the ballot."

"(2) 'Ballot question committee' means a committee acting in support of,
or in opposition to, the qualification, passage or defeat of a ballot
question but which does not receive contributions or make expenditures or
contributions for the purpose of influencing or attempting to influence the
actions of the voters for or against the nomination or election of a

candidate."

A third definition which must be considered is that of “"committee," found in
section 3(4) of the Act (MCL 169.203)(4):

“'Committee' means a person who receives contributions or makes expen-
ditures for the purpose of influencing or attempting to influence the action of
the voters for or against the nomination or election of a candidate, or the
qualification, passage, or defeat of a ballot gquestion, if contributions
received total $200.00 or more in a calendar year or expenditures made total
$200.00 or more in a calendar year. An individual, other than a candidate,

shall not constitute a committee."

MCL 169.202(2) includes committees acting in support of or opposition to “the
qualification" of a ballot question. Qualification is preliminary to the actual
decision to place a question before the voters. A ballot yuestion committee may
come into existence prior to tne time that, in your case, the City Commission
exercises its option of determining to submit a proposal to the electorate.

This follows from the definition of “"ballot question committee" quoted earlier.
An issue may be a ballot question "whether or not it qualifies for the ballot" -
in your case, whether or not the City Commission determines to submit the issue

to the voters.

At the time action is taken which may result in the qualification of a question
which may be submitted to a popular vote at an election, the person taking such
action is a ballot question committee if the other requiraments of a committee
are met; that is, if the "person . . . receives contributions or makes expen-
ditures for . . the qualification, passage or defeat of a ballot question, if
contributions received . . . or expenditures made total 3200.00 or more in a

calendar year." MCL 169.203(4)

Until the $200.00 threshold is crossed, the person is not a committee and there-
fore the filing requirements of the Act do not come into play. Section 24 of

the Act requires that a statement of organization be filed "within 10 days after
a committee is formed." Pursuant to the above analysis a statement of organiza-
tion is required within 10 days after the person receives or spends $200.00 in a

calendar year.
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In response to your specific question, you should be advised that, at the time
a person other than an individual circulating the referendary or initiatory
petitions, receives or expends $200.00 or more in a calendar year for the pur-
pose of qualifying a ballot question, the person constitutes a ballot question
committee as defined in the Act; within 10 days after receiving or expending
$200.00 in a calendar year, the committee must file a statement of organization
with the appropriate filing official.

This response is informational only and is not a declaratory ruling.
Very truly yours,

il lipp & Gy

Phillip T. Frangos, Director
Office of Hearings and Legislation
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Mr, David A. Plawecks
26621 Ashley
Dearborn Heights, Michigan 48127

Dear Mr. Plawecki:

You have asked the Denartment of State to render an interpretation of
the Campaign Finance Act, 1976 PA 388, as amended, (the "Act").
Specifically, ycu ask:

"May a gubernatorial campaign fund repay a loan
to a candidate's committee of the same person?”

You indicate your senatorial candidate committee, the Senator Plawecki
Fund Committee, lcaned your aubernatorial candidate committee, Plawecki
82 Committee, $1,700. This is in addition to a transfer from the sena-
torial committee to the gubernatorial committee of $50,000. A review of
the reports your two committees filed under the Act indicates the sena-
torial committee has twice made loans to the gubernatorial committee.

On February 27, 1981, $1,700 was loaned by the senatorial committee and
on December 27, 1981, that $1,700 joan was repaid by the gubernatorial
committee. Then on July 28, 1982, the senatorial committee again loaned
$1,700 to the gubernatorial committee.

Relevant to the issues raised by your guestion is an interpretative st
atement sent to then senator and gubernatorial candidate Patrick H.
McCollough, a cony of which is attached. The McColiough letter clari-
fies that:

1. A loan made to a candidate committee by a corporate lender in
the ordinary course ¢of business is not a contribution.

2. A1l cther lcans made to candidate committees are contributions
and are subject to the contribution limitaticons applicadle to
the lender, e.a. $1,700 or $77,000.

3. Loans are not "aqualifying contributicns" for the purpose of

receiving matching funds from the State Camraign Fund.
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4. PRepayment of a loan is not an "expenditure,” therefore it can-
not be a "qualified campaian expenditure” which may be made
with monies received from the State Campaign Fund.

Section 44{2) of the Act, MCL 16G.244  states:

[}

{2} A candidate committee shall not make a contribution
to or an independent expenditure in behalf of another candi-
date committee. A person who knowingly viciates this section
is aquilty of a misdemeanor and shall bhe punished by a fine of
not more than $1,00C.00, or imprisoned for not more than 90

days, or both."

Section 45 of the Act, MCL 169.145, provides:
“{1) A person may transfer any unexpended funds from 1 candidate
committee te another candidate committee of that person if the
contribution limits prescribed ip section 52 for the candidate
committee receiving the funds are equal to or greater than the
centribution 1imits for the candidate committee transferring the
funds and if the candidate committees are simultaneously held by
the same person. The funds being transferred shall not be
considered a qualifying contribution regardless of the amount
of the individual contribution being,ytransferred.”

"(2) Unexpended funds in a campaign committee that are not eligible

for transfer to another candidate committee of the person, pursuant

to subsection {1), snall be given to & political party committee, or
to a tax exempt charitable institution, or returned to the contribu-
tors of the funds upon termination of the campaign committee."”

Since the contribution Timits for a gubernatorial candidate committee
are areater than the contributicn limits for a senatorial candidate com-
mittee, it was permissible for the senatorial committee to transfer une-
guivocally the 350,000 to the gubernatorial committee. It is also clear
from reading section 45(1) that your gubernatorial committee cannot
transfer unexpended funds to your senatorial committee,

Loans are not permitted by secticn 45, This section deals entirely with
“unexpended funds" which must mean something other than just "funds" or
"money." By modifying "funds" with "unexpended" the Legislature has
evidenced an intent to allow Teft cver funds or funds which are not con-
sumed or used up by the candidate's first committee tc he transferred to
his or her second committee when the second has a larcer contribution
limit. PRoth subsecticns of section 45 provide means of reducing a
committee’s asse*s o zero so 1t may disscive. It would be inconsistent

[&9]

with this vuse o tre word urexpendsed toc ailow any funds to be returned
m
t

to the dissolvig commities,
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In addition, a loan is a contribution; therefore, candidate committee to
candidate committee loans are prohibited by section 44(2). Unexpended
funds are given special status in section 45. Only unexpended funds
which meet the requirements of section 45{1) may be transferred from one
candidate committee to another. These transfers are not. contributions.
Therefore, it was improper for your senatorial committee to loan funds
to your gubernatorial commnittee and for the latter to repay the 1981

ioan.

If any of the aubernatorial funds are not expended, they must be given
to a political party committee or a tax exempt charitable instituticn or
returned to the contributors as required by section 45. The sepatorial
committee is not a contributor, but rather a transferor, and so is not
eligible to receive unexpended funds from the gubernatorial committee.

This letter does not constitute a declaratory ruling and is
informaticnal only.

Very truly yours,

fboiy ] oy

Phillip T. Frangos, Director
Office of Hearings and Legislation

PTF/jmp
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June 3, 1933

Thomas H. Ritter, Treasurer
Jeffrey M. McHugh, Lega! Counsel
Headlee for Governor Committee
p.0O, ©5 1987

Scuthfield, Michigan 48027

Gentlemen:

request for a declaratory ruling with respect to the

This is in response 0 yoO
sion the Campaign Finenca Act {the "Act"), 1976 PA 388,

public funding provizions
as amended.

ur
of

Your letter asks approval of the following "proposed transaction" in a "ruling
request:”

"PROPOSED TRANSACT ION

Several vendors suppiied services to the Committee in the
course of both the primery and general elections. These vendors,
hecause of their ongoing relationship fto the Committee, and the
large volume of work oveing performed for the Committee had signifi-
cant account balances with the Committee on or immediately after the
orimary election held Auqust 10, 1882. 7o enahle these vendors to
continue performing work for the Committee, it was necessary to make
pavments as soon as possible to them, Their need for working capi-
tal made it unrealistic for them to wait until public funds were
received and applied tu their primary campaign balances, since the
time period from application to receint of nublic funds was, at that
time, approximately four to six weeks., The Committee therefore made
payments out of the "private-general” account (ie. funds received
during the general election campaign from private contributions) to
these vendors, with the understanding the Commi<tee would later pay
them out of primary public funds when it was feasible to do so (ie.
when the public funds were received iy the Committee). It was
anticipated this would be accomplisned ir cerpliance with the sta-
tute, by having a vendor issuc ¢ check to the Committee which would
be deposited in the private funds account as a reimbursement of
the prior payment from that account., The vender would then be paid
with primary public funds in the same amount. The money which was
redeposited in the private funds account would then be used for
general election debts of the Committee. Our objective of paying
these vendors with public funds for primary election expenditures
would then be accomplished, without the cash flow problem necessi-
tated by the normal time wait to receive the puhlic funds.

When presented with this set of facts, CFR stated public funds
would not be available to the Committee,
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RULING REQUDST
The Headlee for Governor Committee submits this transaction is
sufficient to allow the reiease of public funds for reasons based in
the statute, nublic policy, and equity. We therefore request our
application for public funds he granted in tota® and any further

N

application be granted up to the 3669 .2060.00 maxiium."

The materials submitted with your requ2st Contend that there is no statutory pro-
vision which would prohibi* the oroposed transaction. However, the Department

of State has consistently {o*erpreted the nrovisions of the Act to preclude the
transaction you propose,

This interpretation was “ncluded in the manua® "AGubernatorial Candidate
Committees: Szandards and Practices tnder the Gamgcion Tinance Act" which was
suppiied to your committee., The internretation i3 based on the combined effect
of various provisions 0f the statute,

Section 6 of the Act (MCL 169.206) defines the term “expenditure.” That defini-
tion consistent with the reporting and disciosure purposes of the Act,
estahlishes the time of the expenditure gs the date a committee becomes ohli-
gated to pay a person for any goods or services provided to the committee.
Subsequent sections of the Act reauire that all expenditures be included on cam-
paign statements filed by a committee. Wher a committee ultimately pays the
debt in full no future reporting is reguired by the Act,

Gubernatorial candidate committees which accept public funds pursvant to sec-
tions 61 through 69 of the Act (MCL 169,261-159.269) subject themselves to the
provisions of those sections. Section b7 limits expenditures by candidate com-
mittees accepting public furding to 71,000,000 per election plus an additional
207 for expenditures made solely for the seiicitation of contributions,
Violation of this section is a misdemeanor: in addiiion the attorney general
may petition the circuit court for an order prohibiting a violator of the sec-
tions from assuming a pubiic office ¢r receiving compensation, or both,

Since its inceptior the Depariment has administered the public funding provi-
sions of the Act to insure that comnittees do not exceed the limit on expen-
ditures set forth in section €7. Candidates have heen advised verbally and in
writing of the accounting practices to be foilowed.

Section 66(3) of the Act (MCL 169.266} requires that public funds be kept in a
separate account. Sectinn 66 also Timits the use of public funds to the payment
of qualified campaign expenditures. The purpose of these provisions is tc make
it as easy as possible to account for the public funds which are provided to the
conmittee for the limited purpose of maving qualified campaign expenditures in a
single election.

The transaction you describe in your letter would permit a gubernatorial commit-
tee to transfer expenditures that had already been incurred from the private
funds account of the committee to the primary public funds account well after
the debt had been incurred and the funds had actually been paid. In effect a
debt already paid from privately raised funds would be reincurred so that public
funds subject to the overall limitation in effect for the nrimary could be used
te pay it. Revival of the obligatior orevious’y paid iz inconsistent with the
need to provide fo: tre orderiy edministraticn of +the Act,
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The end result is a transfer of funds from the primary public funds of the com-
mittee to the private funds account of the committee. Such a transfer under-
mines the limitations on spending imposed on candidates who receive puhlic
funding. If permitted in this case it would also establish the principle that
transfers between accounts inay be made on an uniimited basis., The risk in per-
mitting such an interpretation is not only that the expenditure limits would be
exceeded but that accountability for public funds would be lost in a sea of
transfers between accounts. For the reasons set forth above the transaction
that you propose cannot be approved.

The only transfers between accounts that candidates receiving public funding may
make are as follows:

1. Transfers to correct an error Dy a committee in either depositing funds
in the wrong account, or making an expenditure from the wrong account.

Such transfers may only be made after obtaining the prior written approval
of the Campaign Finance Reporting Section.

2. Asset "purchases" made with funds subject to a general election limit
from the assets used by the same candidate in the primary. This procedure
was previously addressed in the attached interpretative statement to
Wallace Long on September 29, 1978.

This response is a declaratory ruling concerning the applicability of the Act to
the specific set of facts you have submitted.

Very truly yours,

- /// Py
it A A

Richard H. Austin
Secretary of State
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June 13, 1983

Nina F. Collins

Running, Wise and Yilson

326 State Street

P.0. Box 686

Traverse City, Michigan 49586

Dear Ms. Collins:

This is in response to your inquiry concerning aoplicability of the Campaign
Finance Act (the "Act"}, 1976 PA 388, as amended, to the donation of billboard
space to a ballot question committee.

Specificaily, on July 22, 19827, Dingeman Advertising, Inc., provided billboard
space valued at $2,610 to the Upper Peninsula Citizens for the Freeze, a

ballot question committee organized to support a proposal appearing on the

1982 general election ballot. You do not dispute that donation of the billboard
space was an in kind expenditure by the corporation and an in kind contribution
to the committee. However, you assert that the space was provided "purely

as a public service" and not for the purpose of influencing or attempting to
influence the action of the voters. Therefore, it is your position that the
corporation did not become a ballot question committee by contributing billboard
space to the committee. Alternatively, you arague that even if the expenditure
was for the purpose of influencing the voters, section 54(3) of the Act

(MCL 169.254) permits a corporation to contribute up to $40,000 to a ballot
question committee without the corporaticn itself becoming a committee.

"Committee" is defined in section 3(4) of the Act (IMCL 169.203) as follows:

"(4) 'Committee' means a person whe receives contributions or
makes expenditures for the purpose of influencing or attempting

to influence the action of the voters for or against the nomination
or election of a candidate, or the qualification, passage, or
defeat of a ballot question, if contributicons received total
$200.00 or more in a calendar year or expenditures made total
$200.00 or more in a calendar year. An individual, other than a
candidate, shall not constitute a committee."
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Pursuant to section 2(2) (MCL 169.202), a committee acting in support of or
in oppesition to the qualification, passage or defeat of a ballot question is
a ballot question committiee.

You appear to have concluded that the sole test for determining whether a
particular expenditure is "for the purpose of influencing or attempting to
influence the action of the voters” is5 the subjective intent of the person
making the expenditure. However, the extent to which an expenditure is actually
used to influence voters is equally important in determining the expenditure's
purpose.

A conmittee's sole reason Tor acquiving billboard space is to promote the
committee's views on a particular candidate or ballot proposal. A person who
contributes that space to a committee is certainly aware that the billboard

will be used to persuade the public to vote in accordance with the committee's
position. Thus, the expenditure's purpose -- which must be attributed to the
person making the expenditure -~ s to influence oy attempt teo influence the
voters. As such, a person other than an individual who donates billboard

space which is used for political advertising to a committee has made an

in kind expenditure {and an in kind contribution) for the purpase of influencing
or attempting to influence the voters. If the expenditure tofais %200.00 or more
in a calendar year, the person must file a statement of organization as a
committee within 10 days afier the expeﬂdlture is made, as required by section
?4 of the Act (MCL 169.224).

Pursuant to section 11(1) of the Act (MCL 169.211), a corporation is a person

sybject to the Act's regquirements. However, sectian 54 prohibits cerporations

from making contributions or expenditures to candidates. Therefore, a

corporation may only contribute biliboard space to committees supporting or

oppasing ballot questions. If that contribution is valued at $200.00 or mare,

the corporation must file a statement of organization as a ballot question
commi ttee.

It is your cantention, however, that section 54(3) exempts corporations from
the definition of conmittee found in section 3{4). As noted previously, you
argue that section 54(3) allows a corporation to contribute up to $40,000 to

a ballot question committee without the corpgration itself becoming a committee.
You maintain that a corporation becomes a ballot question committee only if it
makes independent expenditures pursuant to section 54(4).

Subsections {3) and (4) of section 54 provide:

"Sec. 54. (3) A corporation or joint stock company, whether
incorporated under the laws of this or any other state or foreign
country, except a corporation formed for political purposes, shaill
not make a contribution or provide volunteer personal services which
services are excluded from the definition of a contribution pursuant
to section 4(3){a), in excess of $44,000.00, to each baltlot question
committee for the qualification, passage, or defeat of a particular
ballot question.
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(4} Hothing in this section shall precliude a corporation or
joint stock company from making ar independent expenditure in
any amount for the qualification, passage., o defeat of a ballot
question. A corporation making an independent expenditure under
this subsection sha?? be considered a hallof nuestion committee
for the purpose of this act.”

subsection (3) does not specifically require & corporation
t question committee. You therefore conciude that a
ecome a committee when it makes contributicons authorized

Unlike subsection (
to organize as a ba
corporation does not
by section 54(3).

0)
11

Section 54 must be interpreted with reference to the Act as a whoie. Although
section 54(2) does not soecifically require a corporation to bSecome a hallot
question committee, section 3(4) defines committee as any person who contributes
$200.00 or more in a calendar year to influence volters. Section 3{4) specifically
exciudes individuais -- but not corporations -- from this definition. Therefore,
a corporation which contributes 5200.00 or more to a bailet questicn committee

in a calendar year becomes a ballolt question committee and must file a statement
of organization with the appropriate *iling official

This interpretation cf the Act was brought to the legislature’'s attention in
1981, when the Department sought te collect late filing fees from corporations
which made contributions of more than $291.00 to a bellcet question committee but
failed to file statements of ordenization. The legislature responded by enacting
1081 PA 102. which provided thet late filing fees "<hal! neither be enforceable
nor due or payable as a result of a p@r< n making expenditures of $200.00 or
more as a contribution to a ballot question committee hefore October 15, 1981.
If the legisiature agreed with your interpretation of the Act, it presumably
would have amended section 54(3) to "clarify” that corporations making
contributions of $200.00 or more to Hallot question committeres should not be
considered committees.

To summarize, a corporation which contributes biilboard space to a ballot question
committee has made an expenditure for the purpose of influencing or attempting

to influence the voters. If the expenditure totals $200.0% or more in a

calendar year, the corporation must file @ statement of organization as a ballot
question committee within 10 days after making the expenditure. Failure to do

so will result in the assessment ¢ Jate filing fees, as provided in section 24,
and possible criminal penalties.

This response is infcrmational only and does not censtitute a declaratory ruling.

Very truly yours,

;()‘, t (‘:{}-1 !
Mhiltip T7 Frangos, Director
Dffice of Hearings end lLegislation

PTF/cw
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June 20, 1983

Richard J. Padzieski

1200 Frank Murphy Hall of Justice
1441 St. Antoine Street

Detroit, Michigan 48226

Dear Mr. Padzieski:

This is in response to your request for an interpretation of the Campaign
Finance Act, 1976 PA 388, as amended (the "Act"), with respect to a school
board reimbursing an employee for the price of tickets to fundraisers for
candidates for election to public office.

The Attorney General of Michigan has recently issued the enclosed letter
opinion. The opinion clearly states that public funds shall not be used
for political purposes.

In the materials submitted with your letter it is stated the school board
spent public funds to reimburse an employee for the amounts he paid to attend
fundraisers for a number of candidates. A contention included in the materials
accompanying your letter is that a school board which files pursuant to the
"Lobbying Act" may purchase tickets to candidate fundraisers provided the
purchases are reported.

The Lobhying Act cited in the materials you provided was enacted as 1978 PA

472. llowever, this statute has never become operative because its implementation
was enjoined by the Ingham County Circuit Court. That injunction has remained

in effect until the present time. The case is currently before the Michigan
Supreme Court. The law, while -~eing upheld by the Court of Appeals, has

not as yet gone intc effect. MNo filings have ever been received by the

Secretary of State nursuant to that statute.
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Since 1978 PA 472 and its reporting and disclosure requirements have never
gone into effect, the law which it was designed to replace has remained in
effect. The statute, 1947 PA 214, as amended, (copy enclosed) provides that

a legislative agent must file a sworn statement disclosing information about
the legislative agent including the name of those firms retaining the agent.
There is no provision requiring a legislative agent or a person employing such
an agent to file reports that disclose monies received or spent in lobbying.
That was the major change included in 1978 PA 472 which has never gone into

effect.

The contention that funds spent for attendance at fundraisers is a lobbying
expenditure is totally at odds with all of the statutes discussed above. The
1947 Lobbying Act does not touch the issue in any way. 1978 PA 472 contains
a specific exemption in section 4(a) that puts fundraiser ticket purchases
within the purview of the Campaign Finance Act. Section 4(2) of the Act
clearly defines the term contribution to include fundraiser ticket purchases.

When an item is a contribution under the Act it must be disclosed pursuant to
the Act. However, the Attorney General has ruled a number of times that

a governmental agency is precluded from participating in elections by making
contributions or independent expenditures to support or oppose candidates or

ballot questions.

A political subdivision or governmental agency is not subject to the Act.

It may not either directly or indirectly make contributions or expenditures
pursuant to the Act. Purchases of fundraiser tickets are contributions, not
lobbying expenses. Political subdivisions may not reimburse employees for

the purchase of fundraiser tickets. If they do so, they have exceeded their
authority. When this Department becomes aware of a school district or other
political subdivision participating in elections, it will refer the matter

to the appropriate unit of the Department of Education or Department of Treasury.

This letter is informational only and does not constitute a declaratory ruling.
Very truly yours,

)

Phillip T. Frangoé, Director
Office of Hearings & Legislation

PTF/cw

Enc.
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September 21, 1983

Mr. David A. Lambert
639 N. Hayford
Lansing, Michigan 48912

Dear Mr. Lambert:

You have requested an interpretative statement under the Campaign Finance
t (the "Act"), 1976 PA 383, as amended.

You referred to an interpretative statement issued to Mr. Timothy Downs on
October 12, 1982, which indicates a corporation may not purchase an advertisement
in an independent committee's newsletter and asked:

"Does this prohibition apply if a political party committee places
said corporate receipts in a seperate (sic), seqregated administrative
account which is not used for making contributions to or expenditures
on behalf of candidates for public office?"

Political party committees are unlike other committees in that they have functions
which are outside the ambit of the Act. The Department issued an interpretative
statement to Philip Van Dam on April 12, 1982, a copy of which is attached,

which indicated a political party committee may receive contributions from
corporations for the purpose of affecting the legislative reapportionment process
as long as the money is not commingled with money subject to the Act. Therefore,
the answer to your first queszion is a qualified yes. A political party
committee may receive money from corporations, place the money in an account
separate from the account used for expenditures made under the Act, and spend

the corporate money in such a way as to not be a contribution or expenditure
under the Act.
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The second question vou asked is:

"Can a political party committee use corporate funds (such as

those received from the sale of advertisina in party newsletters)

in order to cover the costs of those administrative functions

not directly related to the election of candidates to pubiic office?”

The Act does not use the concept of costs being or not being "directly related
to the election of candidates.” The definition of "expenditurse" in section 6
of the Act (MCL 169.206) states, in part:

"(1) 'Expenditure' means a payment, donation, loan, pledge, or
promise of payment of money or anything of ascertainable monetary
value for goocds, materials, services, or facilities in assistance
of, or in opposition to , the nomination or election of a candidate,
or the qualification, passacge, or defeat of a ballot guestion
(emphasis added)

The "“in assistance of" Tlanguage in section & is much broader than the “directly
related" language in your question. Funds received from corporations cannot

be used in assistance of a candidate. Because the purchase of an advertisement
assists the recipient, a corporation may not purchase an advertisement in a
program book, ad book, or newsletter which supports or opposes candidates.

dhile it is conceivable a political party committee could publish a newsletter
which does not support or give assistance to a candidate ("candidate" includes
a1l incumbents), this seems unlikely. [f a political party committee wants to
designate a specific fundraiser or method of fundraising as being for non-campaign
purposes, 1t may do so and accept corporate contributions. But it may not merely
pull corporation contributions out of the receipts for a fundraiser (or for
newsletter ads), and put the corporate funds into a separate account. If a
newsletter which does not support a candidate or ballot question could somehow

be published, a political party committee could designate all advertising income
for a separate account for non-campaign purposes.

Your third question is:

“What would the Bepartment of State consider to be those administrative
costs that could be payed for with corporate funds?”

t 1s impossible for the Department to answer this question in a factual vacuum.
AS the Van Dam letter indicated, reapportionment is one area where corporate
money may be used. At this time, however, these activities are the only ones
for which the use of corporate money has been approved by the Department. The
Department will continue to consider specific fact situations on a case by
case basis.
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Very truly yours,

/

This response is informational only and does not constitute a declaratory
ruling.

Prhillip T. Ffrangos

Director

Office of Hearings and Legislation

PTF/cw

Enc.



6-83-CI

LY
MICHIGAN DEPARTMENT OF STATE K‘ﬁf""
- Y Naeidl Lansing
. A ¢ ‘
RICHARD H. AUSTIN ° \ ~3f:f/ MICHIGAN 48918

STATE TREASURY BUILOING =i

Gor 1T el Pu ‘B3

ar
STATE

October 7, 1983

Honorable William Faust
Senate Majority Leader
The Senate

State Capitol

Lansing, Michigan 48909

Dear Senator Faust:

This is in response to your inquiry concerning applicability of the Campaign
Finance Act (the “"Act"), 1976 PA 383, as amended, to contributions received by

a state legislator who is the subject of a recall campaicn. Specifically, you

ask whether such contributions must be deposited into the officeholder's candidate
committee account and if so, whether the contributions, in the case of a state
elective officeholder, are subJect to the limitations found in section 52 of the
Act (MCL 169.252).

Pursuant to section 3(1) (MCL 169.203), an officeholder who is the subject of a
recall vote is a "candidate" for purposes of the Act. Section 3(2) requires

a candidate to form a candidate committee "when the individual becomes a candidate
under subsection (1)." :

Section 21(3) of the Act (MCL 169.221) provides that a candidate committee "shall
have 1 account in a financial institution of this state as an official depository

- for the purpose of depositing all contributions which it receives . . .-and for the
purpose of making all expenditures." Section 21(5) states that “"contributions
received or expenditures made by a candidate or an agent of a candidate shall be
considered received or made by the candidate committee." Thus, any contribution
received by an officeholder/candidate for the purpose of influencing the voters
at a recall election is considered to have been received by the officeholder's
candidate committee and must be deposited into the committee's account.

You next ask whether contributions received by a state elective officeholder's
candidate committee are subject to the contributions limitations found in section
52 of the Act. Section 52 provides in relevant part:
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“Sec. 52. (1) A person other than an independent committee or
a political party committee shall not make contributions to a
candidate committee of a candidate for state elective office which,
with respect to a single election, are more than the following:

(a) $1,700.00 in value for a candidate for state elective office
other than the office of state leqgislator.

(b) $450.00 in value for a candidate for state senator.

(c) $250.00 in value for a candidate for state representative.

k Kk ok ok K

(3) An independent committee shall not make contributions to a
candidate committee of a candidate for state elective office which,
in the aqgrecate for that election, are more than 10 times the amount
permi tted a person other than an independent committee or political
party committee in subsection (1).

(4) A political party committee other than a state central
committee shall not make contributions to the candidate committee of a
candidate for state elective office which are more than 10 times the
amount permitted a person other than an independent committee or
political party committee in subsection (1).

(5) A state central committee of a political party shall not make
contributions to the candidate comnittee of a candidate for state elective
office other than candidates for the legislature which are more than 20
times the amount peymitted a person other than an independent committee
or political party committee in subsection (1). A state central
committee of a political party shall not make contributions to the
candidate committee of a candidate for state senator or state represent-
ative which are more than 10 times the amount permitted a person other
than an independent committee or po]1t1ca1 party commlttee in sub<ect1on (1)“
(Emphasis supplied) :

Pursuant to section 12(2) of the Act (MCL 169.212), a member of the Legislature

is a candidate for "state elective office." However, "elective office" is defined
in section 5(2) of the Act (MCL 169.205) as “"a public office filled by an election,
except for federal offices." Since a recall vote does not fill a public office,
it must be concluded that the candidate committee of an officeholder subject to

a recall vote is not a "candidate committee of a candidate for state elective
office." Therefore, section 52 does not apply to contributions received by an
officeholder who is being recalled, provided the contributicns are designated

for a recall election.

In an election to fill an office, the opponents are two or more candidates operating
under the same restrictions. For example, in a state senatorial election,
contributions to each candidate are limited by section 52(1) to $450.00, unless

made by an independent committee, political party committee, or the state central
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committee of a political party. Contributions from these committees, however, are
subject to other reztrictions.

Proponents of a recall measure are required to file a statement of organizaticn

as a political committee. Contributions to political conmittees are not subject
to limitation under the Act. If section 52 were to apply to contributions
received by the candidate committee of a state elective officeholder facing a
recall, the opponents in a recall election would be operatinc under different

sets of rules. Such an interpretation would undermine the open and fair

election policy otherwise promoted by the Act by allowinc the political committee
advocating the recall to engage in unlimited fundraising, while severely limiting
the officeholder's ability to raise money. This result, which is inconsistent
with the Act's purpose, is both absurd and unfair and could not have been intended
by the Legislature. Consequently, section 52 cannot be construed as applying to
contributions received by the candidate committee of a state elective officeholder
facing a recall election.

This analysis assumes, of course, that a political comnittee has been organized
to gather petition signatures and to promote a particular officeholder's recall.
An officeholder's candidate committee may accept contributions in excess of the
section 52 contribution limitations only if the officeholder's recall is actively
being sought. Moreover, if a special recall election is not called by the
appropriate election official, a contribution designated for the recall election
may not be retained unless otherwise designated by the contributor. In the event
an election is not called, a contributor may indicate in writing that the

portion of the contribution not exceeding the applicable limitation may be
retained by the candidate committee for the next election in which the candidate
is involved. The portion exceeding the Timitation must be returned to the
contributor. Any contribution, or portion of a contribution, not otherwise
designated by a contributor in the instance where a recall election is not called,
shall be given by the candidate committee to a political party committee or to

a tax exempt charitable institution.

To summarize, contributions received and expenditures made by an officeholder
subject to a recall vote are considered to have been made hy the officeholder's
candidate committee and must be deposited into or made from the officeholder's
candidate committee account. However, contributions received by the candidate
committee are not subject to the contribution limitations set out in section 52

of the Act, provided a political committee is actively promoting the officeholder's
recall and the contributions are desionated for the recall election.

This response is informational only and does not constitute a declaratory ruling.

Very truly -yours,

7 é A
Phillip T. Frangos

Director
Office of Hearings and Legislation

PTF/cw
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Ms, Kathy Wilbur, Treasurer

Sederburg for Senate Committen

2819 Southwood

East Lansing, Michigan 48823

Dear Ms. Wilbur:

This is 1n response to your request for a deciaratory ruling concerning the

applicability of the Campaign I'inance Act, 1976 PA 388, as amended (the "Act'l),

Lo the non-campaign use of objects purchased with campaign funds.

You indicate you are the treasurer of the Sederbury for Senate Committee, thg

candidate commitiee of William A. Sederbury, [the "Committee") which purchasdd a

word processor in 1979 and replaced the word vrocessor with a micro-computeriin

1983, You indicate the Committlee borrowed the purchase price of the word pro-
cessor from a bank and repaid the Toan with canpaign funds. You further state
these items have been wsed for the purpose of influencing or attempting to
influence the actions of voters relating to the nomination and election of
Senator Sederburg. However, the computer is not bheing used on a full time basis
for the campaign activities of the Committee. The Committee is proposing to
rent idle computer time to other persons with the rantal feces being deposited in
the Committee's account and reported on campaign finance statements as "other
receipts, miscellancous” with o description of the source and purpose of the
receipt.  The rental revenue will be reported to the Internal Revenue Service
and other appropriate govermuental aulhoritics,

In addition, you are proposing to have the cemputer transmit and receive messa-
ges to and from Senator Sederburg's legislative office via a computer bulletin
board service. In a telephone conversation Senator Sederburg indicated a com-
puter bulletin board service does operate much like a bulletin board. People who
helong to the service may call up the "centrel computer” and Teave a message
cither for everyone in yeneral or for another particular member of the service.
Members may also contact the central computer and receive wessages addressed to
them or to the gencral membership. For example, a constituent might Teave
bSenator Sederbury a message suggesting he vote for or against a particular bill.
After the vote, the Senator conld put a mwessage in to the constituent explaining
his vote. Additionally, the Senator could periodically post a legislative
newsletter into the computer bulletin board vhich would be retransmitted to all
members who ask for it. Senator Sederburg also indicated that he could transfer
and receive messages for other Lansing area 'egislators and do this for free or
for a fee. The cost of non-candidate campaiun related communications would be
reimbursed to the Committee by Senator Sederburg or his officeholder expense
fund (Lhe "OLF"). Relating to Uhis set of ficts are some assertions you have

made which are set out below. These asserlions are responded to as if they were
questions.
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1. "The Committee may own computer equipnent including equipment per-
mitting communication with a computer bulletin board service where the
equipment is used, in part. in assistance of the nomination and elec-

tion of William A. Sederburg to the Michiyan State Senate and, in |
part, in constituent communications.” ; '

This assertion raises two issues, the first being whether the Committee may OLH
computer equipment which is used in the assistance of the nomination and elec

tion of Semator Sederburg. Secltion 6 of the Act (MCL 169.206) expressly states
in subsection (1): "'Expenditures' wmeans a payment...for goods...in assistance
of...the nomination or clection of a candidate...." Purchase of a computer
which is used to further the nominaltion or elcction of the candidate is an

"oxpenditure" for that candidate's committee. Therefore, the Committee may own
computer equipment as long as the equipment ic used to further the nomination or
election of Senator Sederburyg.

The second issuc raised by your first asserticn is whether the Committee may own
computer equipment which is used in constituent communications. For the pur-
poses of this answer it will be assumed constituent communications which do not
assist the nomination and elecltion of the candidate are being made incidental] to
the candidate's office of Senator. Scction 4“ of the Act (MCL 169.249) provides
an elected public official may set up an of ficeholder expense fund which may pay
for expenses incidental to the office, but may not be used to further the nomi-
nation or election of the officecholder. While the officeholder expense fund may
not contribute to the officecholder's candidate committee, the candidate commit-
tee may transfer funds into the of Ficeholder vxpense fund. Rule 39(8) (1982
AACS R169.39) states:

"{(8) HMoney may be transfevred fron the candidate committee of an
elected public official to the officeholder expense fund of that public
of ficial in accordance wilh the provisions of lhe act.”

Neither the Act nor the rules specifically authorizes a candidate committee to
transfer goods or services to an ofliceholder expense fund, hut there is nothing
to prohibit the Committee from transferring unlimited funds to the OEF. Since
the Committee could transfer sufficient funds to the OFF to allow it to purchase
a computer, the Committee may purchase the cowputer, then transfer the computer
or a computer service directly to the O0EF. This is consistent with the approach
Laken in the Act which recognizes candidacy and of Ficeholding are inextricably
intertwined.

Whether or not the computer mav be used to conmumicate with the computer bulle-
tin board service depends upon whether the communication is in assistance of the
nonination or election of the candidate or is incidental to the office of an
officecholder. [If the former, the costs are Committee expenditures; if the
Tatter, they are in-kind contributions to the OEF. 1t should be noted that
transfers can go only from the candidate committee to the of Ficeholder expense
fund; they may not go the other direction because Lo do so would result in the
officeholder expense fund waking contributions or expenditures to further the
nomination or election of the nfficeholder. Therefqore, the OEF could not
purchase a computer and make communications vhich further the nomination or
election of Senator Sederbury.

HECE Srat
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To summarize, the Committee may purchase a computer and related equipment which
are used in the assistance of the nomination or election of Senator Sederburg or
are used incidental to his office as Semator. The computer equipment may be
used for constituent communications if those cammunications either assist
Senator Sederburg's nomination or election or are incidental to his office.

2. "The Committee may sell the computer when the committee determines
it is no longer nceded for committee purposes.”

This is correct. The Committee may sell its assets for fair market value or Aay
trade them in on replacement assets, bhut, as discussed in the answer to question

5 below, the Committee may not sell the computer to Lhe OEF.

3. "The Committee may rent the computer Lo other persons when idle
time is available and the computer is not cequirad for Committee cam-
paign purposes. The rental of the computer may he to any of the
Following persons:

A. Qther candidate commitlees;

B. Private corporations or proprictorships;
Political party cowmmiltecs;

Dfficeholder expense funds;

Public officials.”

T OO
e v .

4. "Rental charges for the computer may be above or below cost for all
persons other than other candidate commilices and the rental chargey®
for candidate committees shall be cquivalenl Lo the amount usually
received in the open markel for rental of similar equipment.”

Contrary to your assertion, it is impermissible for Committee funds to be
expended or assets used other than to further the nomination or election of the
candidate, except as provided by the Act and vules. The only exceptions are in
section 49 and rule 39(8) providing for transiers to officeholder expense funds
and section 45 of the Act (MCL 169.245) allowing bLransfers of unexpended funds
to another candidate committec of the same candidate, a political party commit-
tee, a tax exempt charitable institution, or the conlributors of the funds.

In a Hay 29, 13/9, declaratory ruling to Senaior Mitch Irwin the Department con-
sidered this question and, reading the Act as a whole, including the title,
section 6, section 45, section 21{3) of the Act {MCL 169.221), and section 26(b)
of the Act (MCL 169.226), declared: '

“These provisions of the Act reinforce the conclusion that campaign
money must be used to influence a campaign. The title makes it clear
that one of the purposes ol the Act is to restrict expenditures. The
Tanguage in the title indicates an "anything goes' policy with regard
to spending is not contemplated statutorily. Section 21(3), which
requires one account for deposit of all caunpaign wonies to be used for
making all expenditures, and Section 26(b), which requires the
reporting of all expenditures Logether constrict the use of campaign

‘panpaiday -
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funds for purposes which influence elections. [t is particularly
noteworthy that while the Act requiras the reporting of 'receipts’ such

as interest paid by a bank for campaign funds on deposit, thereby
acknowledging funds not given for the purpose of influencing elections, |
the Act requires only the reporting of 'expenditures', i.ec., monies

used to influence an election, rather than 'disbursements', a terw

which includes monies used for purposces other than influencing an elec-
tion.

In order to give full meaning to all the statutory provisions con-
cerning perinissible use of campaign funds, it must be concluded a can-
didate must use campaign funds for the purpose of influencing an
election.”

None of the legislative changes made in the Act since 1979 would cause the
Department to view the question differently now. Candidate comnittees have but
one purpose -- to achieve the candidate's nomination, election, or reelection|
Candidate committees are not businesses and, c<cept for interest earned by furds
deposited in an interest bearing account or certificate of deposit, they do not
jenerate income.

If Senator Sederbury desires to do what is propascd in questions 3 and 4, he
may purchase the computer From the Committee (or obtain another computer). As
the candidate he could make unlimited in-kind contributions to the Committec
when the canputer is used to further his nomination or election and to the OEF
when it is used in a manner incidental to his office as Senator. In addition,
Scnator Sederbury could use the computer for his personal affairs and could open
a sole proprietorship to sell computer services to other candidates and the
public at large. (If he wishes to make unlimited contributions to the Committee
or the OFF, he could not form a partnership with someone who is not in his
“immediate family" as defined in section 8(1l) of the Act (MCL 168.208). Of
course, incorporating would prohibit contributions to any candidate committee,
including his own.) Should Senator Sederbury give or sell computer services
below fair market value to other candidate committees or other officeholder
expense funds, those would be contributions subject to the limits in section 52
of the Act (MCL 169.252).

In short, a computer may be purchased with campaign funds and used exclusively
for campaign and officeholder purposces or the conputer can be purchased by
Senator Sederburqg and used for a variety of purposes.

5. "The Committee way make available to William A.'Sederburg or his
officeholder expense fund, with reimburserent for costs, the computer

for use in non-candidate campaign related communication with a computer
bulletin board service."

.

As indicated above, the Committee may make the computer available to the OEF
without charge for uses which are incidental to Senator Sederburg's office. To
the extent that William A. Sederburg is diffevent fron the OFEF, the computer may
not be made available to him for any price (oiher than outright purchase of the
equipment for not less than fair market value).

-y

-

1c 311 {g o?dngal

- -

YT

oY)
Iy -

d

i

unéiui;\i( 1



~

-

October 14, 1983
Page 5

The final issue raised with this assertion is whetier the OEF may pay the

Committee either the Committee's costs or fair market value for the computer

services it receives. [t would be improper for the OFF to purchase a service or .

asset from the Committee because that is not an avms Tength transaction and
OFF could use that mechanism to transfer funds to the Committee. The funds

the

could then be used for campaigning by the Committee, resulting in a violatiok of

section 49 by the OLF.

In conclusion, the Campaign Finance Act contemplates that campaign funds wil

|
used for campaigning and officeholding. The funds are raised for those purp53e5‘

be

and contributors certainly believe their contributions will be used to support

the candidate's election efforts. The authors of the Act never expected cant

didate committees to become businesses, earning money with contributed capital.

However, the Act does not place an express penalty on this prohibited conduc

except regarding the candidate to candidate prohibition in section 44(2) or

corporate to candidate prohibition in scction 54(1). The failure to provide

penalty for the sale of computer services to entities other than candidates
corporations does not mean they are permitted.

This response constitutes a declaratory ruling concerning the applicability
the Act to the facts set out above.

Sincerely,
-7

: /Jﬁq/b/é;/am

&ichard H. Austin
Secretary of State
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October 26, 1983

M. Robert 5. Lalrant
Vice-President

Michigan State Chamber of Commerce
200 North Washington Square
Lansing, MI 48933

Dear Mr. Labrant:

This is in response to yowr request for a dectaralory ruling concerning
applicability of the Campaign Finance Acb (the “Act"), 1976 PA 388, as
amended, to operation of oul-of-state political aclion committees in

Michigan elections., B

'

In making your request, you state the following facts:
1) You are a qualified clector of the Stale of Michigan.

2) You propuse Lo serve as the treasurer of a committee or
comnillees Lo be established in Michigan as atfiliates
of out-of-state political action committees which (1) are
registered with the Federal [lection Conmission and
(2) do not solicit or accept conbributions from persons
other than those specified in section 55(2) and 55(3) of
the Act (MCL 169.255).

3)  The Michigan committees will maintain a Michigan
depository on which you will serve as Lreasurer.

4)  The Michigan committees intend to recelve Lransfors
of funds from thety affftated out-uf«state comnittees
and to make expenditures in Michigan elections,

The Michigan commitiees will yvecefve detatied Anformation
un conbributors, as required by the Act, from their gute
of=state affiliates in accordance with the su=called LIFO
method,  The Michigan committees will then veport the
information as required in the reporting sections of the -
Act for Lhose persons conbribuling wore than $20.00 and
4200, 00,

Sy
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6) The Michigan coummitlces will also report expenditures made
in Federal elections or elections in other states in a
Tump amount.

Baced upon the facts stated, the establishment and operation of Michigan
affiliates of out-of-state political action commitlees is permissible
under the Act.

An out-of-state political action committee, which (1) is registered with

the Federal Election Commission and (2) does not solicit or accept contri-
butions from persons other than those specified in section 55{(2) and 55(3)

of the HMichigan Campaign Finance Act may transfer funds to an affiiiated
committee which has a Michigan depository and treasurer and makes expenditures
in Michigan state clections.

The out-of-state conmittee must provide detailed information on contributions,
as required by the Act, to its Michigan affiliate. This information is to be
provided by the so-called LIFO method. The Michigan affiliate will then be
able to report detailed information as required in the reporting, sectlons

of the Act for those contributing more than $20.00 and $200.00. °

Like al) committees, the Michigan affiliate must file a statement of
organization within 10 days of receiving contributions or making expen-
ditures in excess of $200.00 in a calendar year. A Michigan affiliated
committee may receive contributions from qualified persons no matter where
they reside,

A Michigan affiliated committee may report expenditures made in Federal
elections or elections in other states in a lump sum or may report such
expenditures in detail.

This response constitutes a declaratory ruling concerning the applicability
of the Act to the statement of facts set forth in your request.

Very tru1/ yours, !

/ /\/‘\m . LW/J/ A ‘ ' ’

R1chaxd H. Aust1n
Secretary of State

RHA/ jep
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October 26, 1983

Mr. Robert P. Duff, Treasurer
NBD Good Citizenship Committee
National Bank of Detroit

611 Woodward Avenue

Detroit, MI 48226

Dear Mr. Duff:

OF

STATE

SECRETARY OF STATE
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Nellee

This letter is in response to the request submitted on behalf of NBD Good
Citizenship Committee (the “"Committee") and National Bank of Detroit (the
A declaratory ruling was requested
concerning applicability of the Campaign Finance Act (the "Act"), 1976

PA 388, as amended, to a separate segregated fund established pursuant

to Section 55 of the Act (MCL 169.255) which is registered under the Act
and also under the Federal Election Campaign Act of 1971 (the "Federal
Act"), 2 USC 431 et seq.; 90 Stat 11, as amended.

“Bank"), dated September 29, 1983.

Your request presents. the following factual situation:

The Committee is an independent committee which has registered with the
Campaign Finance Reporting Office of the Michigan Department of State
pursuant to the Act. The Conmittee is also a political committee which ,
has registered with the Federal Election Commission pursuant to the Federal
Act. The Bank makes expenditures for the establishment, administration

and solicitation of contr1but1ons to the Commlttee 1n accordance w1th

Federal and Michigan law.

You state that since 1977, as an independent committee'registered under
the Act and a political conmittee registered under the Federal Act, the
Committee has complied with the Act and contributions and expend1tures

in connection with both Michigan and Federal elections.
the Committee has fully disclosed and reported its contribution and

expendlture activities to the respective state and Federal regulatory
agencies as required by applicablie law.

You indicate
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Ay cvidenced by Lhe foregoing, the course of conduct of the Committee and
the Bank will be aftected by the issuance of the requested declaratory
ruling.

Your question is:

“"Is it permissible for a separate segregated fund established
and operating pursuant to the Michigan Act to be registered
and operated at the same time as a federal separate segregated
fund pursuant to the Federal Election Campaign Act of 1971,

as amended, and to make contributions to and expenditures

in connection with both Michigan and federal elections as
authorized under both Acts?"

The Department has determined that a Michigan separate segregated fund may
also be registered with the Federal Election Commission or in other states,
and may participate in elections in these jurisdictions. Such a committee
may solicit and accept contributions from persons named in Section 55 of
the Act. When reporting expenditures made in other than Michigan state
elections, a joint Michigan/Federal PAC may report such expenditures in
detail or as a lump sum.

A joint Michigan/Federal PAC must operate with a single Michigan depository
and treasurer who is a qualified Michigan elector.

Based upon the foregoing analysis and subject to the foregoing requirements,
the Committee may operate as a joint Michigan/Federal Political Action
Committee in connection with Federal elections as well as Michigan elections.
Therefore, your question is answered in the affirmative.

This response constitdtes a declaratory ruling concerning the applicability
of the Michigan Act to the statement of facts set forth in your request.

Very tfuly yours,

M’vw( JJ (/w//é,/,_ —

Richard H. Austin v , I
Secretary of State

RHA/ jep
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Mr. Lee Schwartz

Barcia for State Senate
State Capitol
Lansino, Michiaan 45409

Dear Mr. Schwartz:

You have requested an internretation uf

as amended,

" the (
(the "Act") reqarding the transfer of tunds at the conclusion of a
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ampaign Finance Act, 1976 PA 388,

joint fundraiser which was operated ditferently from the method previously

approved by the Denartment.
You indicated the Barcia for

Committee and the Party aarced, apvarently

State Senate Committee
Huron Countv Democratic Party (the "Partv") held a sumner cookout.

"Committee") and the
The
the Committee would npay

(the

vorbally,

for the major expenses, the Party would pay for sone minor expenses, and the

receipts from the event would go to the Party,
draft were made out to the Committee,
advertised as
Martha Griffiths
flyer you provided stated at the bottom, "SPONSORLD BY
about half as
chigan™

were made bv check or
rade out to the Party.
Summer Cookout" with Lt.

The event was
overnor

and below that
anz7 Dover Lane

PARTY"
Senate

n type
Bay City, i

of the contributions which
but a few were

"Jim Barcia's 1st Annual

the guest speaker. The

THE HURON COUNTY DEMOCRATIC
"Paid for by Barcia for State
indicate the Committee and

Hout

a5

Taroe,
You

the Party are each holding the money they rveceived and ask

"iYhat 1s] the woest prudent method of
County Democratic Party heth the
additional contribution.”

The initial issue raised by these facts
transfer funds in any amount it desires Lo
sinale purpose entities--they are Timited
of their respective candidates.
Irwin on Mayv 29, 1679,
45(2) (MCL 169.245), 6 (1'CL 169.206), 21/
of the Act and indicated:

arofits

is whether

the Department reviewed the ti
3) (neL

transferring to the Huron
fom the bvent and an

the Committee may simply
the Party. Candidate committees are
to furtherving the nomination or election

In a declaratory ruling issued to Senator Mitch

tle of the Act and sections

159.221), and 26(b) (MCL 169.226)



Mr. Lee Schwartz
Page Two

"These provisions of the Act reinforce the conclusion that campaign
fund money must be wsed to influence a campaian. The title makes

it clear that one or the purposes of the Act 1s to restrict
expenditures. The lanquage ir the tiile indicates an 'anything goes'
policy with regard to spending is not contemplated statutorily.
Section 21(3), which requires one account for deposit of all campaign
monies to be used for making all expenditures, and Section 26(b), which
requires the reporting of all expenditures toyether constrict the use
of campaign funds for purposes which influence elections. It is
particularly noteworthy that while the Act requires the reporting of
‘receipts' such as interest paid by a bank for campaign funds on
deposit, thereby acknowiedging funds not given for the purpose of
influencing elections, the Act reqguires only the reporting of
"expenditures', i.e., monies used to influence an election, rather
than 'disbursements', a term which includes monies used for purposes
other than influencing an election.

In order to give fuil meaning to all the statultory provisions concerning
permissible use of campaign funds, it wmust be concluded a candidate must
use campaign funds for the purpose of influencing an election.”

Section 45 expressiy Timits to whow unexpended funds in a candidate committee
account may be transferred when the conmittee dissolves. Read as a whole, the
Act expresses a legislative intent that candidate comittecs shall only
influence the nomination or election of the candidate.  Purchasing a ticket

to a political party fundraiser so the candidate nmay otftend, be seen, and
campaign, or purchasing a "vote for" advertisement in o political party ad book
do further the candidate's nomination or election and may be made with committee
funds. Consequently, a political party committee may receive monies from a
candidate committee provided the candidate receives an identifiable benefit,
product, or service which furthers his or her nomination or election.

In the present fact situation, however, there s no evidence as to how the
transfer of the commilice’s receipts from the fundvaicer to the Party would
further the nomination or election of Senator Barcia.  The vecord is devoid
of any benefit, product, or service acoruing to the Senator and his committee
that would influence hi; nomination or olection.

Additionally, an officeholder oxpense fund created under section 49(1) of the
Act (MCL 169.249) is limited to paying for expenses which are incidental to
office, but do not further the nomination oy election of the officeholder.

The purchase of a ticket to a political party fundraiser and the purchase of

an advertisement in a political party ad book, as long as the advertisement does
not seek support for the officeholder, can be incidental to office and may be
made with an officecholder expense fund. In the <ituation you asked about,
however, the transfer of a sum of money ecual to the receipts of the

fundraiser from Senator Barcia's officeholder expense fund to the Party

would not seem to be incidental to office.
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Since outright transfers from the Conmittee or Serator Barcia's officeholder
expense fund to the Party do not appear to be proper, a transfer may be made
only if a joint fundraiser was held. 1In a September 20, 1978, letter to Mr.
Michael W. Hutson, a copy of which is attached, the Department set out the
method for holding a joint fundraiser without ruiming afoul of the Act.

The Hutson letter used the more common example of two or more candidate
committees holding a joint fundraiser, but the requirements set out in

parts A, B, and C and their subsections of the Hutson letter do also apply
to candidate/party fundraisers. In your event part A was not followed,

but part B was partially followed.

As the event is now over, it is most prudent to disburse the profits as
if you had a written agreement which compiied with part A as closely as
possible. It is too late to create a secondary depository, but you can
distribute the contributions in the same proportion as the expenditures
which were made. Since the Committee paid most ot the expenses, it must
keep most of the receipts. The concept you agreed to--the Committee
putting on a fundraiser for the benefit of the Party--is impermissible.

Finaily, since last summer’s cookout was the "Ist Annual’, some discussion
regarding the proper way to conduct next year's cookout is in order.
Obviously, the Committee and the Party can set up a joint fundraiser as
outlined in the Hutson letter. The percentage split does not need to be
50-50, but the split for expenses and the split for receipts must be the
same. Alternatively, the Party could put on the entire event and Senator
Barcia could be a quest (his supporters and staff could volunteer their
time and expertise),

This Tetter is informational only and does not constitute a declaratory
ruling.

Very truly yours,
7' M&_
Phillip T/ Frangos
Director
Office of Hearings and Legislation

PTH/Jep
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October 26, 1983

Mr. Timothy Downs

Craig, Farber, Downs & Dise
1217 First Hational Building
Detroit, Michigan 48226

Dear Mr. Downs:

il

You have requested an interpretation concernina the applicobitity of the
Campaign Finance Act, 1976 PA 306, as amended, {(the "Act") to cortain dishursements
made from an officeholder expense fwic {(the "OCH"). .

Tnoessence, vou ask i1 an OEF makes o Jegitimate dicbursement for an expense
iacidental to the office and the federal Internal Pevenue Service determines
heodisbursenient is Lo be Lreated as personal income to the officeholder, may
JLF funds Le used Lo pay the income tax obhligotion tncirred by the earlier
disbursenent.

Section 49(1) of the Act, MCL 1679.249, states:

"An elected public official may cotablish an oificeholder expense

fund.  The fund niay be used for cxpenses incidental to the person's
office. The fund may not be used to make contiibulions and expenditures
to further the nowination or eiection of that public official.”

Disbursements from the OCF wust be incidental to the office without also furthering
the nomination or election of the officeholder.  The Department has previously
considered which expenses are incidental to office. Séveral approaches to waking

this determination were discussed in an April 24, 1981 letter to Senator James DeSana:

‘The Department has previously indicated that section 49 permits a
public official to purchase a ticket to another candidate's fundraiser
with monies from an officeholder expense fund. In a letter to Senator
Gary Corbin, dated March 21, 1974, the Department stated:
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L. Lt has been custonm and teadition tor ancumbent pubin
officials to purchase tickets to the tundraicerys ot other
candidates tor political office. Indeed, it may be stated

the expenditure of monies for this purpose by an elected official
is often necessitated by, and therefare incidental to, the person's
office. In enactinc language authorizing the establishment of an
officeholder's expense fund, the Leqislature was cognizant of this
political tradition.'

It was noted in & January 23, 1987, Jetter to "r. Edward Chmielewski that
the common theme in permitting a dishursenent from an officeholder expense
fund is that 'the expense is traditionally as<ociated with or necessitated
by, and therefore incidental to, the holdina of public office.’

Applyina the above principles to the questions you have raised, 1t 1is
apparent that a state Tegislator would traditionaily bhe expected to
purchase advertising space in a testimonial book for a nember of Conoress
who represents that legisltotor's district. Indeed, it may be presumed
that the lecisiator would not have been asked to purchase such space

but for his status as orficeholder. Consequently, the purchase of
advertising space in a congressional testimonial book by a state
legislator is incidental to office and may be charged to the legislator's
officeholder expense fund."

An expense may be incidental to office it it fits o "custonm or tradition” for
officeholders, if it is "necessitated biy" the person's office, or if 1t is
“traditionally associated with or necessitated by" the holdina of public office.
The additional tax Tiability cannot be ferred custonarv or traditional and is

not necessitated by the pubiic office. However, once the officeholder has
created the OEF, the additional tax liability is similar to a bank service charge
on an OEF checkina account or an accountant's ftees for auditinag an OEF--the
additional tax liability is necessitated by the existence of the OEF.

The Legislature created the OUF to provide officchoibders with a method of financino
expenses incidental to office other than usina tneirv personal funds. [t would

be inconsistent if the OLF could not pay an exvense which was incurred by the
officeholder solely because of the 0L, Therefore, an ObF may pay an additional
tax 1iability created because of a Jegitimate dishurcement from the OEF.

Your second question rogardina the actions of other officeholders is not an
appropriate subject of this letter. You may insnect public records filed on
OEFs if you wish to determine what other officeholders are doing.

This response is informational only and does not constitute a declaratory ruling.

Very trujpy vours,

1 -
i
Phi?fﬁ:4%7¢Frangos

Director
Office of Hearings and Legislation

PTF/cw
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October 26, 1983

Mr. James Barrett, Treasurer

State Chamber Political Action Commiltee
Michigan State Chamber of Commerce

200 North Washington Squarc

l.ansing, MI 48933

Dear M. Barretl:

C ~f MICHIGAN
“ﬁ

This is in response to your vequest for a declaralory raling concerning

applicability of the Campaign Finance Act (Lhe "Acl"), os amended,

to the

payment of certain costs incurred in connection wilh the establishmept,
administration and solicitation of contributions Lo the State Chamber

Palitical Action Committice.
In making.your request, you state the following facts:

1) The State Chamber Polilical Action Commiltee ("Stale
Chamber PAC") is a scparate segregated fund established
and administered by the Michigan State Chamber of Conmerce
(the "Chamber"), a nonprofit Michigan corporation.

2) In the administration of Lhe State Chamber PAC, the
Chamber incurs and pays for various cxpenses of the PAC,
including the cost of office space, phones, salaries,
utilities, supplies, legal and accounting fees, fund-
raising and obher cxpenses.

3) Several of the dircctors of the State Chamber PAC are
employees ol member corporalions of the Chamber.  The
Lravel expenses of such directors for PAC-relaloed
business are sometimes paid by their corporate employers.

4) In addilion, corporate members of the Chambey occagwondlly
offer the use of their facilities and personnel in con-
nection with the administration of the State Chamber PAC.

Do 171y
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A corporation may pay for the cost of office space, phones, salaries,

utilities, supp]ies, legal and accounting fees, fundraising and other

expenses incurred in setting up and running a separate segregated fund
established by the corporation. .

The travel expenses of the officers or directors of a separate segregated
fund established by a trade association, may be paid by the officer or
director's corporation or by the incorporated trade association which
established the separate segregated fund.

The Department position is that a corporation, which is a member of a non-
profil corporation, may have ils officers and directors or employees
authorized by an officer or dircctor make occasional, isolated use of
facilities of the corporation for activity in connection with the estab-
Tishment, administration or solicitalion of contributions to a separate
segregated fund established by the non-profit corporation of which that
corporation is a member.

Occasional, isolated, or incidental use of corporate facilities or personnel
by or as authorized by an officer or director of Lhe corporation is 1imited
to one hour of activity per week or four hours of activily per month, re-
gardless of whether the activity is undertaken during or after normal
working hours.

This response constitutes a declaralory vuling concerning the applicability
of the Act to the stalement of facls sel forth in your recquest.

Very truly yours,

)
/ Voedans j\/ «{A/\A/nxz\_,—.ﬁ

Richard H. Austin
Secretary of State

RIA/ jep
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The fundamental purpose of the identification and disclaimer requirements
of the Act is to provide a method whereby interested parties can determine
the person paying for the matter. In the unique situation of an aerial
banner, disclosure is satisfied by meeting the other reporting require-
ments of the Act.

This response may be considered informational only and not as constituting
a declaratory ruling.

Very truly yours,

A

Phillip T. Frangos, Director
Office of Hearings and Legislation

PTF/jep
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December 14, 1983

Mr. Gary W. Rapp
Attorney at Law
255 Clay Street
Lapeer, MI 48446

Dear Mr. Rapp:

This is in response to your inquiry concerning the formation of a candidate
committee as defined in the Campaign Finance Act, 1976 PA 388, as amended
(the "Act"). You indicate you are currently a resident of, and registered
to vote, in Lapeer County. You state you intend to change your residency
in May, 1984, and run for Prosecuting Attorney of losco County.

You raise two guestions concerning this proposed activity. First, when may
you form a candidate committee so that you may seek contributions in 1983

for your campaign. Second, must you be a resident of the county in which
you seek election before you may form a candidate cormmittee. These questions

are discussed below.

Section 21 of the Act (MCL 169.21) requires a candidate to form a candidate
committee within 10 days of becoming a candidate, while section 24 requires
a statement of organization to be filed within 10 days after formation of a
candidate committee. A person may become a candidate, as that term is used
in the Act, by any of the ways specified in section 3{1) of the Act {MCL
169.203). Thus, at the time you receive your first contribution or make
your first expenditure, or give consent for another to engage in these
activities with a view to bringing about your nomination or election, you
become a candidate and must form a candidate commiviee within 10 days.

In response to your specific questicn, you may form your candidate committee
and begin to seek contributions at any time. The Act reguires only that
your committee be formed within 1C days of your receiving a contribution

or making an expenditure and that a statement of organization be filed
within 10 days thereafter.

Your second questiorn concerns the issue of residency. The Act is essent1a1ny
silent as to this issue, except that section 21 (MCL 169.221) requires a
commiittee treasurer to be a “"qualified elector of this state.“ As indicated
in response to yeur first guestion, the Act requires oniy that a candidate
committee be formed and a statement of organization be filed within certain

a8 E & = PR EN
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time limitations. It is the Department's position that the place of one's
residence is irrelevant to when one becomes a candidate or must file with
filing officials. Therefore, whenever one meets the definition of
"candidate" as defined in the Act, the requirements attach, no matter
where one resides at that particular point in time.

While you did not raise the specific issue, the question you did ask
generated an inquiry into where you should file, i.e., whether you file
where you actually live or where you intend to run for office.

The Act is silent with respect to resolving this particular issue, providing
only in section 24 (MCL 169.224(1)) that the statement of organization and
other documents are to be filed "with the filing officials designated in
section 36 to receive the committee's campaign statements.” Section 36(1)

(MCL 169.236(1)) provides (in pertinent part):

" . A copy of the campaign statement of candidate committees

of candidates for all other offices (except state elective
office or judicial office) shall be filed with the clerk of
the county of residence of the candidate."

Therefore, your statement of organization and campaign statements should be
filed with the clerk of the county where you reside.

In the event you change your residence, section 24(3) (MCL 169.224(3)) requires
that you file an amended statement of organization within 10 days of the
change. It provides:

". . . A person who fails to file a change under this subsection,
sha]l pay a late filing fee of $10.00 for each day the change
remains not filed. . . not to exceed $300.00. A person who

is in violation of this subsection by failing to file a required
amendment for more than 30 days is guilty of a misdemeanor. . ."

Thus, you would have to file with the filing official in your new county of
residence and also transfer your filings from the first county to the second.
In this way compliance with the disclosure and tracking mechanisms of the

Act would be effected.

This response may be considered informational only and not as constituting
a declaratory ruling.

Very tryly yours,

7.

Phillip T. Frangos, Director
Office of Hearings and Legislation

PTF/jep





