
M I C H I G A N  D E P A R T M E N T  O F  S T A T E  

RICHARD H. AUSTIN a SECRETARY OF STATE 

MUTUAL BUILDING 
208 N. CAPITOL AVENUE 

L A N S I N G  

M I C H I G A N  4 8 9 1  8 

A p r i l  12, 1985 

Nei  1  J. L e h t o  
S t e w a r t ,  O ' R e i l l y ,  Lascoe & R a n c i l i o ,  P.C. 
P r o f e s s i o n a l  V i l l a g e  P l a z a  
40600 Van Dyke Avenue 
S t e r l i n g  H e i g h t s ,  M i c h i g a n  48078-4080 

Dear M r .  L e h t o :  

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  an i n t e r p r e t i v e  s ta temen t  c o n c e r n i n g  t h e  
a p p l i c a b i  li t y  o f  t h e  Campaign F i n a n c e  A c t ,  1976 PA 388, as amended, ( " t h e  A c t " )  
t o  t h e  use o f  p u b l i c  access c a b l e c a s t s  b y  p o l i t i c a l  c a n d i d a t e s .  

The c i t y  you r e p r e s e n t  e x e r c i s e s  r e g u l a t o r y  a u t h o r i t y  o v e r  a  l o c a l  c a b l e  t e l e v i -  
s i o n  system. T h i s  c i t y  i s  now c o n s i d e r i n g  v a r i o u s  aspec ts  o f  t h e  use o f  p u b l i c  
access c a b l s c a s t i n g  f a c i l i t i e s  by p o l i t i c a l  c a n d i d a t e s .  You i n q u i r e  whether  t h e  
i d e n t i f i c a t i o n  r e q u i r e m e n t  o f  t h e  Ac t  would a p p l y  t o  v i d e o  tapes  produced by 
p o l i t i c a l  c a n d i d a t e s  and c a b l e c a s t  on a  p u b l i c  access channe l .  

S e c t i o n  4 7 ( 2 )  o f  t h e  A c t  (MCL 169.247) s t a t e s :  

" ( 2 )  A r a d i o  o r  t e l e v i s i o n  p a i d  a d v e r t i s e m e n t  h a v i n g  r e f e r e n c e  t o  
an e l e c t i o n ,  a  c a n d i d a t e ,  o r  b m t  q u e s t i o n  s h a l l  i d e n t i f y  t h e  spon- 
s o r i n g  pe rson  as r e q u i r e d  by t h e  f e d e r a l  communicat ions commission,  
s h a l l  b e a r  t h e  name o f  t h e  pe rson  p a y i n g  f o r  t h e  a d v e r t i s e m e n t ,  and 
s h a l l  be  i n  comp l iance  w i t h  t h e  f o l l o w i n g :  

( a )  If t h e  r a d i o  o r  t e l e v i s i o n  p a i d  a d v e r t i s e m e n t  r e l a t e s  t o  a  can- 
d i d a t e  and i s  an independent  e x p e n d i t u r e ,  t h e  a d v e r t i s e m e n t  s h a l l  con- 
t a i n  t h e  f o l l o w i n g  d i s c l a i m e r :  'Not  a u t h o r i z e d  b y  any c a n d i d a t e ' .  

( 5 )  I f  t h e  r a d i o  o r  t e l e v i s i o n  p a i d  a d v e r t i s e m e n t  r e l a t 2 s  t o  a  can- 
d i d a t e  and i s  n o t  an independent  e x p e n d i t u r e  b u t  i s  p a i d  f o r  b y  a  p e r -  
son o t h e r  than  t h e  c a n d i d a t e  t o  which i t  i s  r e l a t e d ,  t h e  a d v e r t i s e m e n t  
s h a l l  c o n t a i n  t h e  f o l  l o w i n g  d i s c l a i m e r :  ' A u t h o r i z e d  b y  

1 I' 

(name o f  c a n d i d a t e  o r  name o f  c a n d i d a t e  commi t tee )  
(Emphasis added.) 

The c o n d i t i o n  p r e c e d e n t  t o  a p p l i c a t i o n  o f  t h e  i d e n t i f i c a t i o n  r e q u i r e m e n t s  o f  
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s e c t i o n  4 7 ( 2 )  o f  t h e  A c t  i s  t h a t  t h e  r a d i o  o r  t e l e v i s j o n  commun ica t i on  be a  p a i d  
a d v e r t i s e m e n t .  You s t a t e  t h a t  i n  y o u r  c a b l e  t e l e v i s i o n  system, " t h e  use of 
p u b l i c  access v i d e o  t a p i n g  equipment and p u b l i c  access t i m e  i s  f r e e " .  You a l s o  
i n d i c a t e  t h a t  t h e  c a b l e  t e l e v i s i o n  system p r o v i d e s  no o t h e r  s e r v i c e s  whatsoever 
i n  c o n n e c t i o n  w i t h  t h e  p r o d u c t i o n  o r  t h e  c a b l e c a s t i n g  o f  t h e  v i d e o t a p e .  Upon 
f u r t h e r  i n q u i r y  o f  t h e  Depar tment ,  you s t a t e  t h a t  t h i s  s e r v i c e  i s  a v a i l a b l e  upon 
r e q u e s t  t o  any r e s i d e n t  o r  p r o p e r t y  owner w i t h i n  t h e  c a b l e  sys tem a r e a .  

Under t h e s e  c i r c u m s t a n c e s ,  t h e  c a b l e c a s t  would n o t  be  a  p a i d  p o l i t i c a l  adver -  
t i s e m e n t  and, t h e r e f o r e ,  t h e  i d e n t i f i c a t i o n  r e q u i r e m e n t s  of s e c t i o n  4 7 ( 2 )  o f  t h e  
A c t  would n o t  a p p l y .  You shou ld  be aware, however, t h a t  unequa l  access t o  p o l i -  
t i c a l  a d v e r t i s e m e n t  programming may v i o l a t e  o t h e r  p r o v i s i o n s  o f  t h e  A c t  and/or  
f e d e r a l  law.  

T h i s  response  i s  i n f o r m a t i o n a l  o n l y  and does n o t  c o n s t i t u t e  a  d e c l a r a t o r y  
r u l i n g .  

Ve ry  t r u l y  .- , y o u r s ,  - 

P h i l l i p  T. F rangos  
D i  r e c t o r  
O f f i c e  o f  H e a r i n g s  and L e g i s l a t i o n  
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R o b e r t  3 .  LaUrsnt  
b t i c h i ~ a n  S t a t e  Chamber o f  Commerce 
203 N. Washington Square 
L a n s i n y ,  M I  48933 

Oedr Mr. L a B r a n t :  

T h i s  i s  i n  respcjnse t o  y o u r  r e q u e s t  f o r  a declara. i :or j /  r.ii7,ing c o r ~ c ~ r n i n c ;  
app l  i c a b i  1 i t y  of t h e  Campaign F i n a n c e  A c t  j t h e  Act), 1976 ;;A 388, as ainended, t o  
t h e  M i  c i i i s a n  S t a t e  Chamber o f  Conrnerce, a n o n - s r o f i t  c o r p o r s t  i on ,  arid i t s  
s e p a r a t e  seg rega ted  fund,  t h e  S t a t e  Chamber PAC. S p c ! c i f i c a l i y ,  you ask t h e t h e r  
t h e  c ~ r p o r a t i o n  ( h e r e i n a f t e r ,  t h e  S t a t e  Chamber) rnziy use i t s  t r e a c i ~ i - y  funds " t o  
p r o v i d e  S t a t e  Chamber PAC c o n t r i b u t o r s  o f  $231? or- i;:orc w i  t i1 a l a p e l  p i n ,  
f e a t u r i n g  t h e  S t a t e  Chamber PAC's l o s o ,  a t  a c c s t  . . . noL t o  exceed 95,00 
each." 

C o r p o r a t e  invo1ve:nent  i n  M i c h i g a n  e l e c t i o n s  i s  governed by sect io;.rs 54  a;?d 5 5  o f  
t h e  Ac t  (UCL 169.254 arid 169.255). Sect  i o n  54 cor- ! t i  nues t h e  l o n g s t a n d i  i i c j  

p r o h i b i t i o n  a g a i n s t  t h e  use o f  c o r p o r a t e  money i n  c a n d i d a t e  e l e c t i o n s  b u t  
a l l o w s  a  c o r p o r a t i o n  t o  make c o n t r i b u t i o n s  o r  e x p e n d i t u r e s  t o  s u p p o r t  cr opposc 
b a l l o t  q u e s t i o n s .  I n  a d d i t i o n ,  s e c t i o n  55 provides, i n  p e r t i n e n t  p s r i :  

"Se i .  55.  (1) A c o r p o r a t i ~ n  o r  j o i n t  s t o c k  con:pany forn:?d under  t h e  la!.rs 
o f  t h i s  o r  a n o t h e r  s t a t e  o r  f o r e i g n  c o u n t r y  may nrake an expend i tu r -e  f o r  ti:? 
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 c n  o f  c o n t r i  b u t i ~ n s  t 3  c 
s e p a r a t e  s e g r e s a t e d  f u n d  t o  be used f o r  y o l i t - i z l  pur j loses.  A  f u n d  
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 n i  t e d  t o  mak ing c o n t r i b u t i o n s  t o ,  
and expendi t u r e s  on b e h a l f  o f ,  cand i  d ~ t e  cornni t t ee r , ,  b a l l  o t  questi on 
conlmi t t e e s ,  p o l  i t  i c a l  p a r t y  commi t tees ,  and i ndepei ident  coo~n i  t t c e s .  

( 3 )  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 ? d  under  t l l i s  s e c t i o n  by a  
c o r p o r a t i o n  wh ich  i s  n o n p r o f i t  nay  be s o l i c i t e d  fror;l any OF t h e  fo ;  lowiilf  
persons o r  t h e i r  spouses:  

( a )  Members o f  t h e  c o r p o r a t ; ~ : ~  who a r e  i n d i v i d u a l s .  
( b )  S t o c k h o l d e r s  o f  members o f  t h e  c o r p o r a t i  011. 

( c )  O f f i c e r s  o r  d i r e c t o r s  o f  i;:zmbers o f  t h e  c o r p o r a t i o n .  
( d )  Employees o f  t h e  rnenlbers o f  t.he c o r p o r d t i o n  who Iiavo ;r;l i c y  ~ n a k i i ; ~ ,  

m a n a y 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  sdini n - i s t r d t . i v e  n o i i c l c r i c a l  
r e s p o n s i  b i  1 i t i e s .  ' '  
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I t  i s  y o u r  p o s i t i o n  t h a t  t h e  c o s t  o f  p r o v i d i n g  l a p e l  p i n s  t o  t h o s e  persons 
s o l  i c i  t e d  under  s u b s e c t i o n  ( 3 )  i s  a  f u n d r a i  s i n g  exqense penni  t t e d  under  t h i s  
s e c t i o n  and an Oc tobe r  26 ,  1'383, d e c l a r a t o r y  r u l i n g  t o  M r .  James Bar re t t , .  I n  
B a r r e t t ,  t h e  Department  s t a t e d :  

" A  c o r p ~ r a t i o n  may pay f o r  t h e  c o s t  o f  o f f i c e  space, phone, salaries, 
u t i l i t i e s ,  s u p p l i e s ,  l e g a l  ancl a c c o u n t i n g  f e e s ,  f u n d r z i s i n g  and other-  
expenses i n c u r r e d  i n  s e t t i n g  up and r u n n i n g  a  s e p a r a t e  seg rega ted  f u n d  
e s t a b l i s h e d  by t h e  c o r p o r a t i o n . "  

Subsequen t l y ,  however, t h e  Depart i i ient  i n d i c a t e d  i n  an Oc tobe r  4, 1984, 
i n t e r p r e t a t i v e  s t a t e m e n t  i s s u e d  t o  M r .  Jack  S c h i c k  t h a t  s e c t i o n  55 does n o t  
a l l o w  a  c o r p o r a t i o n  t o  b u i l d  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  by u s i n g  c o r p o r a t e  
do1 l a r s  t o  purc t iase  e n t e r t a i  nment , prerni urns o r  r a f f l e  p r i z e s .  

You c o n t e n d  S c h i c k  p r o h i b i t s  t.he S t a t e  Chamber f r o m  p u r c h a s i n g  l a p e l  p i n s  w i t h  
money f r o m  i t s  c o r p o r a t e  t r e a s u r y ,  and as such i s  i n c o n s i s t e n t  w i t h  1:he L3arrs-t t  
d e c l a r a t o r y  r u l i n g .  However, upon c a r e f u l  a r l a l y s i s ,  i t  appears  y o u r  c o n t e n t  i o n  
i s  i n v a l i d .  

The s p e c i f i c  q u e s t i o n  posed i n  Sch i ck  was whe the r  a  c o r p o r a t i o n  c o u l d  "t.ir;dur- 
w r i t e  an -- e n t i r e  f u n d r a i s i n g  e v e n t "  f o r  t h e  pu rposc  o f  r a i s i n g  rriont?y f o r  i t s  
s e p a r a t e  seg rega ted  fund.  S e c t i o n  55 s t r i c t l y  l i ~ ~ i i t s  t h e  use o f  c o r p o r a t e  
do7 l a r s  t o  t h r e e  pu rposes :  t h e  e s t a b l i s h m e n t  o f  a  s e p a r a t e  seg rega ted  fund ,  
a d m i n i s t r a t i o n  o f  t h e  fund,  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  t h e  fund.  

- S e c t i o n  54 r e s t r i c t s  c o r p o r a t e  c o n t r i b u t i o n s  and e x p e n d i t u r e s  t o  b a l l o t  q u e s t i o f i  
i s s u e s .  T h e r e f o r e ,  a c o r p o r a t i o n  nay  n o t  make c o n t r i b u t i o n s  t o  i t s  s e p a r s t e  
s e g r e g a t e d  fund.  I f  a  c o r p o r a t i o n  p a i d  f o r  t h e  e n t i r e  c o s t  o f  a  f u n d r a - i s i n g  
e v e n t ,  t h e  c o r p o r a t i o n  wou ld  i n  e f f e c t  be mak ing an i n d i r e c t  c o n t r i b u t i o n  t o  t h e  
fund .  M r .  Sch i ck  was a d v i s e d  t h a t  such a  r e s u l t  was r i o t  p e r m i t t e d  under  t h e  
Ac t .  

tli s t o r i c a l  l y  , c c r p o r a t e  p o l  i t i c a l  p a r t i c i p a t i o n  has been a b s o l u t e l y  p r o h i b i t e d .  
A l t h o u g h  s e c t i o n s  54 and 55 made a  change i n  t h a t  p o l i c y ,  t h e y  a r e  narrowl;, 
drawn and s t r i c t l y  l i m i t  t h e  use o f  c o r p o r a t e  mcney i n  t h e  e l e c t o r a l  p rocess .  
As n o t e d  p r e v i o u s l y ,  s e c t i o n  55 a l l o w s  a  c o r p o r a t i o n  t o  make e x p e n d i t u r e s  o n l y  
f o r  t h e  e s t a b l  i shmen t ,  a d m i n i s t r a t i o n  o r  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  Lo a 
s e p a r a t e  s e g r e g a t e d  fund.  Thus, t o  p r e s e r v e  t h e  i n t e y r i  t y  o f  c a n d i d a t e  
e l e c t i o n s ,  t h e  d r a f t e r s  o f  s e c t i o n  5 5  a p p a r e n t l y  i n t e n d e d  t o  keep c o r p o r a t e  
d o l l a r s  o u t  o f  a s e p a r a t e  seg rega ted  f u n d ' s  t r e a s u r y .  

The F e d e r a l  E l e c t i o n  Cornmissior; has by r u l e  s p e c i  f i c a l  l y  a u t h o r i z e d  a 
c c r p o r a t i o n  t o  b u i l d  i t s  s e p a r a t e  seg rega ted  f u n d  by u s i n g  "a r a f f l e  o r  o t h e r  
f u n d r a i s i r i y  d e v i c e  wh ich  i n v o l v e s  a  p r i z e ,  so l o n g  a s  s t a t e  l a w  p e r m i t s  and t h e  
p r i z e  i s  n o t  d i s p r o p o r t i o n a t e l y  v a l u a b l e . "  11 CFR 1 1 4 . 5 ( b ) ( 2 ) .  T h i s  r u l e  yoes 
on  t o  c r e a t e  a  p resumpt ion  t h a t  c o r p o r a t e  funds a r e  n o t  b e i n g  exchanged for. 
c o n t r i b u t i o n s  t o  a s e p a r a t e  s e y r e y a t e d  f u n d  i f  t h e  f u n d r a i s i n g  c o s t s  p a i d  by t i l e  
c o r p o r a t i o n  do n o t  exceed o n e - t h i r d  o f  t i l e  noney c o n t r i b u t e d  a t  t h e  f u n d r a i s e r .  
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A s i m i l a r  r u l e  has n 3 t  been pro i i lu lga ted un i le r  t h e  M i c h i g a n  Ac t .  However, t h e  
g e n e r a l  p r i n c i p l e  expressed i n  11 CFK 1 1 4 . 5 ( b ) ( 2 )  i s  u s e f u l  i n  respond ing  t o  t h e  
q u e s t i o n  you r a i s e .  Tnat  i s ,  i f  t,he c o s t  o f  t h e  l a p e l  p i n s  awarded t o  S t a t e  
Charnber PAC c o n t r i  b~1toi.s i s  n o t  " d i s p r o p o r t i o n a t e l y  v a ' l u a b l e " ,  t h e r e  i s  7 i t t l e  
r i s k  t h a t  pay i r i g  f o r  t h e  l a p e l  p i n s  w i t h  S t a t e  Chamber t r e a s u r y  funds w i  1:  , 

r e s u l t  i n  t h e  exchange o f  c o r p o r a t c  d o l l a r s  f o r  c o n t r i b u t i o n s  t o  t h e  s e p a r a t e  
s e g r e g a t e d  fund .  

You i n d i c a t e  i n  y o u r  s ta temen t  o f  f a c t s  t h a t :  

Conlmerlciny January  1, 1985, t h e  S t a t e  Chamber i n tend ;  t o  p rov ' ide  
mementos, p a i d  f o r  w i t h  S t a t e  Chanlber t r e s s u r y  funds ,  t o  c o ~ t r i  b u t o r s  
t o  t h e  S t a t e  Chamber PAC. 

-- 
/ he  S t a t e  Chamber i n t e n d s  t c  p r o v i d e  S t a t e  Chamber PAC c o n t r i b u t o r s  
o f  $200 o r  more w i t h  a  l a p e l  p i n ,  f e a t u r i n g  t h e  S t a t e  Chamber PAC's  log^, 
a t  a  c o s t  t o  t ! i e  S t ~ t e  Chsrnber n o t  t o  exceed 95.Cii) each." 

F, l a p e i  p i n  w h i c h  c c s t s  $5.00 o r  l e s s  i s  n o t  d i s p r o p o r t i o n a t e  I n  v d l u e  t o  a  $200 
c c n t r l  b u t i o n .  I n  t h e s e  c i r cums tances ,  p u r c h a s i n g  t h e  l a p e l  p i n s  wi-ch ct; i -po~-ate 
do1 ld rc ,  canr iot  r c s u l  t i n  t r d d i  rig c o r p o r a t ~  r;!oney f o r  c o n t r i b u t i o n s  t o  t h e  
s e p a r a t e  s e g r e g a t e d  fund.  Thus, i n  answer t o  y o u r  q u e s t i o n ,  t h e  M i c h i  j a n  S t a t e  
Charriber o f  Conmerce nay purchdse l a p e l  p i n s  f rom i t s  c o r p o r a t e  t r e a s u r y ,  a t  a  
c o s t  n o t  t o  exceed $5.00 each, t o  be g i v e n  t o  p e r s o n s  who c o n z r i b u t e  $200 or 

. more t o  t h e  S t a t c  Chamber PAC. 

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  s p e c i f i c  f a c t s  and 
q u e s t i o n s  p r e s e n t e d .  

V e r y p ~ p l y  y o u r s ,  

S e c r e t a r y  o f  S t a t e  
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John Thod i s  
l t ~ t l u s t r i d l  14ichignrl 
P . O .  Cox 201G3 
L n n s i t l y ,  b l i c l l igan 4IJ901 

Dear 141.. Tllod i s 

T l ~ i  s i s  i n  response t o  y o u r  r c q u e s  t  f o r  a d e c l a r a t o r y  ru I i n g  c o n c e r ~ i n g  t h e  
app l i cab i 1 i t y  o f  t he  C~nrpa i  gn F i  nanccl Ac t  ( t l i c  A c t )  , l97G P A  388, as amcnded, t o  
t h e  I n d u s t r i a l  M i c h i g d n  P o l i t i c a l  A c t i o n  Cornmi t t c e  ( I : , \ P , l C ) .  ~ ~ c c i f i c a l l y ,  you 
ask w t ~ c . l l ~ e r  11-IPAC mdy s o l i c i t  and accept  c o n t r i b u t i o n s  frorn p o l i t i c ~ l  and i n d e -  
pendent  cormnittees which a r e  s e p a r a t e  seg rega ted  funds .  

S e c t i o n  5 5  o f  t h e  Ac t  (MCL 1 6 9 . 2 5 5 )  a 1  lows a c o r p o r a t i o r i  t o  e s t n b l  i s h  a  s e p a r a t e  
seg rega ted  fund  t o  be used f o r  p o l  i t i c a l  purposes. 111 OAG, 1977-1978, No. 5344, 
p 549 ( J u l y  20, 19781, the A t t o r n e y  Ger iera l  s t a t e d  t h ~ t  a  s e p a r a t e  s e g r e g d t c d  
f u n d  i s  r e q u i r e d  t o  r e g i s t e r  w i t h  t h e  O e ~ a r t r n c n t  o f  S t a t e  e i t h e r  as a p o l i t i c d l  
colnrni l t e e  o r  as an independent  cornmi t  t e e .  However, s e c t i o n  55 p r o h i  b i  t s  a  
s e p a r a t e  segregated fund e s  t d b  1 i shed by  one c o r p o r a t i o n  f rom mak ing c o n t r i  bu-  
t i o n s  t o  ano the r  c o r p o r a t i o n ' s  s c p a r a t e  seg rega ted  fund.  

You i n d i c a t e  t h a t  IMPAC i s  r e g i s t e r e d  as an i ndepcndc t l t  c o m i t t e c  b u t  i s  n o t  a  
s e p d r ~ t c  segregated fund .  The co rm i  t i c e  i s  n o t  a f  f i  l i d t e d  w i  tll a  c o r p o r a t i ~ f l  
b u t  i s  "sponsored and encouraged" b y  I n d u s t r i a l  M i c t l i g a n ,  an u n i n c o r p o r a t e d  
a s s o c i a t i o n .  An independent  cornrni t tce x h i c h  i s  n o t  a  sepa ra te  s c q r e y ~ t e d  fund  
i s  n o t  governed b y  the  r e s t r i c t i o n s  found i n  s c c t i o n  5 5 .  T h e r e f o r e ,  i n  answer 
t o  you r  q u e s t i o n ,  I f l P A C  may s o l i c i t  and accept  c o n t r i b u t i o n s  f r o m  s e p a r a t e  
s c g r e g a t c d  funds r r t i ich d re  r e g i s  t c r c d  as p o l  i t  i c ~ l  o r  independent  cornrni t t e e s .  

T h i s  response i s  a  d e c l a r a t o l - y  r u l i n g  co r i ce rn ing  t l i c  spccif i c  f d c t s  and 
quest  ion; p r c s c n  t c d .  
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S T A T E  T R E A S U R Y  O U l L O l N G  

Oc tobe r  22,  1985 

R i c h a r d  D .  M c L e l l a n  
Dykema, G o s s e t t ,  Spencer,  Goodnow & T r i g g  
800 M i  c h i  gan N a t i o n a l  Tower 
L a n s i n g ,  M i c h i g a n  48933 

Dear Plr . McLe 1  1 an: I 
I 
I 

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  an i n t e r p r e t a t i o n  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  A c t  ( " t h e  A c t " ) ,  1976 F A  388, as amended, t o  
t h e  campaign f i n a n c e  a c t i v i t i e s  of a  c e r t a i n  n o n p r o f i t  c o r p o r a t i o n .  

S p e c i f i c a l l y ,  you i n q u i r e  whether  a  n o n p r o f i t  c o r p o r a t i o n  o r g a n i z e d  f o r  
p o l i t i c a l  purposes,  wh ich  i s  r e g i s t e r e d  as an i n d e p e n d e n t  comni i t tee ,  s h o u l d  
r e p o r t  i t s  r e c e i p t s  and e x p e n d i t u r e s  p u r s u a n t  t o  t h e  A c t .  

Your i n q u i r y  i m p l i e s  t h a t  t h e  c o r p o r a t i o n  w h i c h  you  d e s c r i b e  i s ,  i n  f a c t ,  a  c o r -  
p o r a t i o n  " fo rmed  f o r  p o l i t i c a l  pu rposes "  as t h a t  t e r m  i s  used i n  s e c t i o n s  5 4 ( 2 )  
and ( 3 )  of  t h e  A c t  (MCL 169 .254 ) .  The c l a s s i f i c a t i o n  o f  t h e  c o r p o r a t i o n  i s  
c e n t r a l  t o  t h e  q u e s t i o n .  Under t h e  p r o v i s i o n s  o f  s e c t i o n  5 4 ( 1 )  o f  t h e  A c t ,  a 
c o r p o r a t i o n  i s  p r o h i b i t e d  f rom mak ing a c o n t r i b u t i o n  o r  e x p e n d i t u r e  o r  p r o v i d i n g  
p e r s o n a l  s e r v i c e s ,  u n l e s s  i t  q u a l . i f i e s  f o r  an e x c e p t i o n  p u r s u a n t  t o  s e c t i o n  
5 4 ( 2 )  o r  ( 3 )  o r  o p e r a t e s  w i t h i n  t h e  p r o v i s i o n s  o f  s e c t i o n  55 o f  t h e  Act  (MCL 
169.255) .  T h i s  response w i l l  c o n s i d e r  whe the r  t h e  c o r p o r a t i o n  you d e s c r i b e  
comes w i t h i n  any o f  t h e  e x c e p t i o n s  o f  s e c t i o n  5 4 .  

S e c t i o n  5 4 ( 2 )  p r o h i b i t s  a  p e r s o n  a c t i n g  f o r  a  c o r p o r a t i o n  f r o m  making a  c o n t r i -  
b u t i o n  o r  e x p e n d i t u r e  o r  p r o v i d i n g  p e r s o n a l  s e r v i c e ,  b u t  e x c e p t s  a  c o r p o r a t i o n  
" formed f o r  p o l i t i c a l  purposes"  f rom i t s  p r o h i b i t i o n .  S e c t i o n  5 4 ( 3 )  p r o h i b i t s  a  
c o r p o r a t i o n  f rom mak ing a  c o n t r i b u t i o n  o r  e x p e n d i t u r e  o r  p r o v i d i n g  p e r s o n a l  s e r -  
v i c e s  i n  excess of $40,000.00 t o  each b a l l o t  q u e s t i o n  commi t tee ,  b u t  a g a i n  c o r -  
p o r a t i o n s  " formed f o r  p o l i t i c a l  pu rposes "  a r e  e x c e p t e d  f r o m  these  p r o h i b i t i o n s .  

The c o r r u p t  p r a c t i c e s  a c t ,  1913 P A  109, was t h e  p r o g e n i t o r  o f  t h e  p r e s e n t  
Campaign F inance  A c t .  S e c t i o n  14 o f  t h e  c o r r u p t  p r a c t i c e s  a c t  ( 1  Comp. Laws 
1915, 53841) p r o v i d e d  as f o l l o w s :  

"No . . . c o r p o r a t i o n ,  e x c e p t  c o r p o r a t i o n s  formed f o r  p o l i t i c a l  p u r -  
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p o s e s ,  s h a l l  p a y ,  g i v e  o r  l e n d  . . . any  money . . . t o  any  c a n d i d a t e  
o r  t o  any  p o l i t i c a l  c o m m i t t e e ,  f o r  t h e  payment  o f  any  e l e c t i o n  e x p e n -  
s e s  . . . . "  I 

S e c t i o n  14  o f  t h e  c o r r u p t  p r a c t i c e s  a c t  was r e e n a c t e d  as s e c t i o n  919 o f  t h e  
M i c h i g a n  e l e c t i o n  l a w ,  1954 P A  116 ,  $919; 1970  CL 168 .919 ,  w h i c h  was e v e n t u a l l y  
r e p l a c e d  b y  s e c t i o n  54  o f  t h e  A c t .  I t  mus t  b e  n o t e d  t h a t  e a c h  o f  t h e s e  p r o v i -  
s i o n s  p r o h i b i t e d  c o r p o r a t e  i n v o l v e m e n t  i n  e l e c t i o n  f i n a n c i n g ,  b u t  p r o v i d e d  an 
e x c e p t i o n  f o r  " c o r p o r a t i o n s  f o r m e d  f o r  p o l l t i c a l  p u r p o s e s . "  I 

The c o r r e s p o n d i n g  f e d e r a l  e l e c t i o n  l a w  g o v e r n i n g  c o r p g r a t e  campa ign  c o n t r i b u -  1 
t i o n s  i s  2 USC § 4 4 1 b ( a )  w h i c h  has e v o l u t i o n a r y  r o o t s  s i m i l a r  t o  t h a t  o f  s e c t i o n  i 
54 o f  t h e  A c t ,  b u t  does  n o t  e x p l i c i t l y  p r o v i d e  an e x c e p t i o n  f o r  " c o r p o r a t i o n s  
f o r m e d  f o r  p o l i t i c a l  pu r -poses . "  j 

"The  F e d e r a l  E l e c t i o n  Campaign A c t  o f  1 9 7 1  . . . makes i t  ' u n l a w f u l  . . 
. f o r  any  c o r p o r a t i o n  . . . t o  make a  c o n t r i b u t i o n  o r  e x p e n d i t u r e  i n  
c o n n e c t i o n  w i t h '  c e r t a i n  f e d e r a l  e l e c t i o n s ,  2  U.S.C. § 4 4 1 b ( a ) . "  FEC v  
N a t i o n a l  R i g h t  t o  Work Commi t t ee ,  103  S  C t  552 ,  554, f n  1 ( 1 9 8 2 ) .  - 

A l s o  i n  t h i s  c a s e ,  t h e  US Supreme C o u r t  summar ized  t h e  d e v e l o p m e n t  o f  f e d e r a l  
r e g u l a t i o n  o f  c o r p o r a t e  campa ign  c o n t r i b u t i o n s .  I n  1907 ,  

c 4  
" [ C l o n g r e s s  f i r s t  made f i n a n c i a l  c o n t r i b u t i o n s  t o  f e d e r a l  can -  
d i d a t e s  b y  c o r p o r a t i o n s  i l l e g a l  b y  e n a c t i n g  t h e  T i l l m a n  A c t ,  34  

. S t a t .  864  ( 1 9 0 7 ) .  * * * The F e d e r a l  C o r r u p t  P r a c t i c e s  A c t ,  
p a s s e d  i n  1925 ,  e x t e n d e d  t h e  p r o h i b i t i o n  a g a i n s t  c o r p o r a t e  c o n -  
t r i b u t i o n s  t o  i n c l u d e  ' a n y t h i n g  o f  v a l u e '  . . .". S u p r a ,  p  560.  

These  p r o v i s i o n s - w e r e  l a t e r  c o d i f i e d  i n  t h e  F e d e r a l  E l e c t i o n  Campaign A c t  
o f  1971,  86  S t a t  3 ,  as a m e n d e d , . s p e c i f i c a l l y  2 USC § 4 4 1 b ( a ) .  

B o t h  M i c h i g a n  e l e c t i o n  l a w  ( s e c t i o n  5 5 ( 1 )  o f  t h e  A c t )  and f e d e r a l  e l e c t i o n  law 
( 2  USC § 4 4 1 b ( b ) ( 2 ) ( c ) )  p r o v i d e  f o r  c o r p o r a t e  p a r t i c i p a t i o n  i n  e l e c t i o n s  b y  t h e  
e s t a b l i s h m e n t ,  a d m i n i s t r a t i o n  and s o l i c i t a t i o n  o f  c o n t r i b u t i o r l s  t o  a  s e p a r a t e  
s e g r e g a t e d  f u n d  t o  b e  u s e d  f o r  p o l i t i c a l  p u r p o s e s .  

18  USC $610 was a  c r i m i n a l  s t a t u t e  w h i c h  p r o i i i b i t e d  c o r p o r a t i o n s  f r o rn  m a k i n g  
c ~ n t r i b u t i o n s  o r  e x p e n d i t u r e s  i n  c o n n e c t i o n  w i t h  c e r t a i n  f e d e r a l  e l e c t i o n s .  
T h i s  s t a t u t e  was r e p e a l e d  and r e p l a c e d  b y  2 USC $4415  w h i c h  r e t a i n e d  t h e  p r o h i -  
b i t i o n  i n  e s s e n t i a l l y  i d e n t i c a l  l anguage .  I n  C o r t  v  Ash, 422 US 66 ( 1 9 7 4 1 ,  t h e  
US Supreme C o u r t  d i s c u s s e d  t h e  p u r p o s e  o f  18  ~ m 6 1 0 ,  

"Thus ,  t h e  l e g i s l a t i o n  was p r i m a r i l y  c o n c e r n e d  w i t h  c o r p o r a t i o n s  as a  
s o u r c e  o f  a g g r e g a t e d  w e a l t h  and t h e r e f o r e  o f  p o s s i b l e  c o r r u p t i n g  i n -  
f l u e n c e  . . ." .  S u p r a ,  p  82.  

A  s e c o n d a r y  c o n c e r n  was t o  p r o t e c t  s h a r e h o l d e r s  f r o m  h a v i n g  c o r p o r a t e  f u n d s  used  
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t o  s u p p o r t  p o l i t i c a l  c a n d i d a t e s  t o  whoin t h e y  may be  opposed .  C o r t  v  Ash, s u p r a  - -- 
and - FEC v  N a t i o n a l  R i g h t  t o  Work Cornmi t t e e ,  s u p r a .  

I n  - FEC v  N a t i o n a l  R i q i i t  t o  Work Cornmi t t e e ,  t h e  US Supreme C o u r t  s t a t e d :  

" S p e a k i n g  o f  c o r g o r a t e  i n v o l v e m e n t  i n  e l e c t o r a l  p o l i t i c s ,  we r e c e n t l y  
s a i d :  

' T h e  o v e r r i d i n g  c o n c e r n  b e h i n d  t h e  e n a c t m e n t  o f  s t a t u t e s  such  as ~ 
t h e  F e d e r a l  C o r r u p t  P r a c t i c e s  A c t  was t h e  p r o b l e m  o f  c o r t - u p t i o r 1  o f  I 

e l e c t e d  r e p r e s e n t a t i v e s  t h r o u g h  t h e  c r e a t i o n  o f  p o l i t i c d l  d e b t s . '  I 

F i r s t  N a t i o n a l  Bank o f  B o s t o n  v  B e l l o t t i ,  435 US 7 6 5 ,  788 ,  f n  26  
. Sup ra ,  p  559 .  

FUI - the r~nore ,  t h e  c o u r t  s t a t e d :  
1 

" I n  o r d e r  t o  p r e v e n t  b o t h  a c t u a l  and a p p a r e n t  c o r r u p t i o n ,  Congress  
a imed a  p a r t  o f  i t s  r e g u l a t o r y  scheme a t  c o r p o r a t i o n s .  The s t a t u t e  
r e f l e c t s  a  l e g i s l a t i v e  j u d g m e n t  t h a t  t h e  s p e c i a l  c h a r a c t e r i s t i c s  o f  
t h e  c o r p o r a t e  s t r u c t u r e  r e q u i r e  p a r t i c u l a r l y  c a r e f u l  r e g u l a t i o n  . * * 
* Whi l e  9 4 4 l b  r e s t r i c t s  t h e  s o l i c i t a t i o n  o f  c o r p o r a t i o n s  . . . w i t h o u t  
g r e a t  f i n a n c i a l  r e s o u r c e s ,  as w e l l  as t h o s e  more  f o r t u n a t e l y  s i t u a t e d ,  
we a c c e p t  C o n g r e s s ' s  j u d g m e n t  t h a t  i t  i s  t h e  p o t e n t i a l  f o r  such  i n f l u -  
ence t h a t  demands r e g u l a t i o n . "  Sup ra ,  p  560. -- 

- 1 n . 1 9 7 6 ,  t h e  M i c h i g a n  Supreme C o u r t  had o c c a s i o n  t o  d i s c u s s  t h e  p u r p o s e  o f  
M i c h i g a n ' s  h i s t o r i c  p r o h i b i t i o n  a g a i n s t  c o r p o r a t e  c o n t r i b u t i o n s  i n  c o n n e c t i o n  
w i t h  s t a t e  e l e c t i o n s .  The C o u r t  s t a t e d :  

" C o r p o r a t i o n s  have  been  p r o h i b i t e d  f r o m  c o n t r i b u t i n g  t o  e l e c t o r a l  cam- 
p a i g n s  i n  M i c h i g a n  s i n c e  1313 ,  t h e  y e a r  i n  w h i c h  t h e  c o r r u p t  p r a c t i c e s  
a c t  passed .  The l e g i s l a t i v e  i n t e n t  i n  p r o h i b i t i n g  f i n a n c i a l  i n v o l v e -  
ment  o f  c o r p o r a t i o n s  i n  t h e  e l e c t i v e  p r o c e s s  was t o  p r e v e n t  t h e  u s e  o f  
c o r p o r a t e  f u n d s  t o  impose  undue  i n f l u e n c e  upon  e l e c t i o n s . *  * * The 
p o s s i b i l i t y  of  m i s u s e  o f  c o r p o r a t e  a s s e t s  b y  p e r s o n s  a c t i , n g  on b e h a l f  
o f  u n i n f o r m e d  o r  u n w i l l i n g  s h a r e h o l d e r s  and t h e  a t t e m p t s  a t  i n f l u e n c e  
o r  i m p o r t u n i t y  w h i c h  m i g h t  be  e x e r t e d  upon  a  s u c c e s s f u l l y  e l e c t e d  can-  
d i d a t e  b y  a  c o n t r i b u t i n g  c o r p o r a t i o n  r e p r e s e n t  abuse w h i c h  t h e  passage  
o f  t h e  c o r u p t  p r a c t i c e s  a c t  s o u g h t  t o  e l i m i n a t e . "  A d v i s o r y  O p i n i o n  
1975 PA 2 2 7 ,  396 M i c h  465 ,  4 9 1  ( 1 9 7 6 ) .  

S i n c e  b o t h  M i c h i g a n  and f e d e r a l  l a w  h a v e  s i m i l a r  p u r p o s e s  f o r  p r o h i b i t i n g  c o r -  
p o r a t e  campaign c o n t r i b u t i o n s ,  i t  i s  a p p r o p r i a t e  t o  c o n s i d e r  f e d e r a l  r e g u l a t i o n s  
and o p i n i o n s  o f  t h e  F e d e r a l  E l e c t i o n  Commiss ion  ( t h e  "FEC" ) .  

I n  1975, t h e  FEC i s s u e d  an a d v i s o r y  o p i n i o n  c o n c e r n i n g  18 USC $610, now 2 USC 
5441b .  An i s s u e  add ressed  i n  t h i s  o p i r i i o n  was s t a t e d  as f o l l o w s :  
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" [ W l h e t h e r  a  p o l i t i c a l  c o m m i t t e e  i s  p r o h i b i t e d  b y  13  USC 610 f r o m  
a c c e p t i n g  a  c o n t r i b u i t o n  f r o m  a  VFW P o s t  w h i c h  i s  i n c o r p o r a t e d . "  - A0 
1975 -16 ,  40  FR 36242 ( 8 1 1 3 1 7 5 ) .  

The Cornmi s s i o n  r esponded  : 

"The  p r o h i b i t i o n s  i n  610  a p p l y ,  w i t h  l i m i t e d  e x c e p t i o n ,  t o  c o n t r i b u -  
t i o n s  o r  e x p e n d i t u r e s  b y  n o n p r o f i t  c o r p o r a t i o n s  j u s t  as t h e y  a p p l y  t o  
c o n t r i b u t i o n s  o r  e x p e n d i t u r e s  made b y  p r o f i t - m a k i n g  c o r p o r a t i o n s .  I f  
a  n o n p r o f  i t c o r p o r a t i o n  i s  c r e a t e d  e x p r e s s l y  and e x c l u s i v e l y  t o  engage  
i n  p o l i t i c a l  a c t i v i t i e s ,  howeve r ,  and has  i n c o r p o r a t e d  f o r  l i a b i l i t y  
p u r p o s e s  o n l y ,  t h e  g e n e r a l  p r o h i b i t i o n s  i n  610  w i l l  n o t  a p p l y  t o  t h a t  
c o r p o r a t i o n .  T h a t  t y p e  o f  c o r p o r a t i o n  i s  e s s e n t i a l l y  a  p o l i t i c a l  
c o m m i t t e e  and may c o n t r i b u t e  i t s  a s s e t s  t o  f e d e r a l  c a n d i d a t e s  t h e  
same as u n i n c o r p o r a t e d  p o l i t i c a l  c o m m i t t e e s . "  A0 1975-16,  s u p r a .  
(Empas i s  added ) .  

S u b s e q u e n t l y ,  t h e  FEC p r o i n u l g a t e d  r u l e  1 1 4 . 1 2 ( a ) ,  11 CFR $ 1 1 4 . 1 2 ( a ) ,  w h i c h  
r e i t e r a t e s  p r e c i s e l y  t h e  i n t e r p r e t a t i o n  o f  A0 1975 -16 .  The r u l e  s t a t e s :  

" ( a )  An o r g a n i z a t i o n  may i n c o r p o r a t e  and n o t  be  s u b j e c t  t o  t h e  p r o v i -  
s i o n s  o f  t h i s  P a r t  i f  t h e  o r g a n i z a t i o n  i n c o r p o r a t e s  f o r  l i a b i l i t y  p u r -  
poses  o n l y ,  and i f  t h e  o r g a n i z a t i o n  i s  a  p o l i t i c a l  c o m m i t t e e  as 
d e f i n e d  i n  11 CFR 100 .5 . "  

I n  an I n f o r m a t i o n a l  L e t t e r  t o  T e r r y  F. L e n z n e r  d a t e d  Sep tember  2 ,  1 9 7 6 ,  t h e  FEC 
. r e s p o n d e d  t o  an i n q u i r y ,  

" [ w l h e t h e r  t h e  C o u n c i l  F o r  a  L i v a b l e  W o r l d  ( t h e  " C o u n c i l " ) ,  a  r e g i s t -  
e r e d  p o l i t i c a l  c o m m i t t e e ,  may i n c o r p o r a t e  f o r  l i a b i l i t y  p u r p o s e s  o n l y  
and  c o n t i n u e  t o  make c o n t r i b u t i o n s  t o  c a n d i d a t e s  f o r  F e d e r a l  o f f i c e  
w i t h o u t  v i o l a t i n g  2 U.S.C; 5441b . "  

The FEC answered  as f o l l o w s :  ' 

"The Commiss ion  has  r e c e n t l y  g i v e n  a p p r o v a l  t o  p r o p o s e d  . r e g u l a t i o n s .  
S e c t i o n  1 1 4 . 1 2 ( a )  o f  t h o s e  r e g u l a t i o n s  i s  d i r e c t l y  r e l e v a n t  t o  y o u r  
q u e s t i o n .  

* * *  

O b v i o u s l y ,  any  c o n t r i b u t i o n s  t o  o r  b y  t h e  C o u n c i l  i s  s u b j e c t  t o  t h e  
r e q u i r e m e n t s  o f  t h e  F e d e r a l  E l e c t i o n  Campaign A c t  o f  1971,  as amended 
( t h e  " A c t " ) ,  i n c l u d i n g  t h e  l i m i t s  o f  2 U.S.C. 9441a  and P a r t  110  o f  
t h e  Commi s s i o n l  s  p roposed  r e g u l a t i o n s  . F u r t h e r m o r e ,  t h i  s  c o n c l u s i o n  
i s  p r e m i s e d  on t h e  a s s u m p t i o n  t h a t  a l l  r e c e i p t s  and d i s b u r s e m e n t s  
r e l a t i n o  t o  a1 1 t h e  Counc i  1 ' s  v a r i e d  a c t i v i t i e s  w i  11 be  r e q a r d e d  as 
t h o u g h  t h e y  were  c o n t r i b u t i o n s  and e x p e n d i t u r e s  u n d e r  t h e  A c t .  
e x e m p t i o n  r e f e r r e d  t o  i n  $ 1 1 4 . 1 2 ( a )  i s  a v a i l a b l e  o n l y  where t h e  o r g a -  - 
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nization is in i t ;  entirety, a "political c~rnmitte~?." 2 U.S.C. 
$431(d). The Counci 1 , may, of course, i ncorporate-and conduct i ts 
political cornmi ttee functions as a separate segregated fund under 2 
U.S.C. 0441b and Part 114 of the proposed regulations." (Emphasis 
added). 

Careful consideration reveals that the effect on corporate involvement in the 
electoral process is substantially similar under both Michigan and federal law. 
Federal law has allowed by FEC interpretation and promulgation of 11 CFR 
§114.12(a) what Michigan, historically, has allowed by statute, which is an 
exception for corporations formed for political purposes. Both Michigan and 
federal law require that two conditions be met for the exception to apply: (1) 
the organization must be incorporated for liability purposes only, and (2) the i 

- 
3 

organization must be created solely to engage in political activities, that is, - 
G 

the organization must be in its entirety a political committee. I 3 

Similar to federal law, any contributions to or by a corporation formed for I 
j 

political purposes is subject to the requirements of the Act. Moreover, all 
receipts and disbursements relating to the activities of a coporation formed for 1 
political purposes will be regarded as contributions and expenditures under the 
Act. 

"A corporation formed for political purposes" is not defined in the Act. 
However in OAG, 1967-1968, No 4605, p 190 (March 1, 1968), the Attorney General was 
asked to determine whether the Greater Grand Rapids Chamber of Commerce was a 
corporation formed for political purposes under section 919 of the Michigan 

. election law, as it then existed. The opinion stated: 

"While i t  may be conceded that the policies and the administration of 
the government may affect the commercial interests of a locality, it 
does not follow that an association of businessmen in the form of a 
chamber of commerce to promote and protect those interests, is organ- 
ized for political purposes." supra, p 191 

The purposes of a corporation are not determined merely from a review of it%' 
articles of incorporation. The Wisconsin Supreme Court, in the leading case of 
State v Joe Must Go Club of Wisconsin, 270 Wis 108; 70 NW2d 681, 684 (1955), 
stated: 

"[Tlhe powers and purposes of a corporation cannot be determined 
entirely by its declaration thereof in its articles of incorporation 
and by-laws, but consideration must be given to the manner in which it 
is conducted . . . " .  

You state in your letter that: 

"The Articles of Incorporation for the corporation provide, in part, 
as follows: 
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'The purposes for which the corporati011 is organized are as follows: 

3. To operate as a corporation formed for political purposes, as 
provided in Act No. 388 of the Public Acts of 1976, and to make r 

0 
contributions and expenditures for political purposes, to engage in a 

political and election campaign activities, and to use assets of the j 
C 

10 a 
1 11 corporation for such political purposes. . . . % l2 

! - - 
I 

In order to be deemed a corporation "formed for political purposes," i t  is not I 
m 

V 
0- 

sufficient for a corporation to merely declare such in its articles of incor- 1 o 
poration or through its by-laws. Consideration must be given to the manner in j 5 
which the corporate enterprise is conducted. Importantly, your letter states - 
that the above-quoted article of incorporation is the third article, clearly I 

m : 
! indicating a multi-purpose corporation. In order to be deemed a corporation ! 

"formed for political purposes" under the Act, such corporation must be formed 1 
solely for political purposes and must be incorporated for liability purposes I 
only, as shown not only by its articles of incorporation or by-laws, but also by1 
the manner in which the corporate enterprise is conducted. 

This response is informational only and does not ccnstitute a declaratory C* 

ruling. 

Very truly yours, 

- 7. 
Phillip T. Frangos 
Director 
Office of Hearings and Legislation 
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E I I C H I G A N  D E P A R T M E N T  O F  S T A T E  z'-iu r: 

L A N S I N G  
RICHARD H. AUSTIN a SECRETARY OF STATE 

M I C H I G A N  4 8 9 1 8  
STATE TREASURY BUILDING .,-. -- 'FA . 

c'.""*.",cl - 

November 1, 1985 

Kenneth  C.  Sparks  
Bauckham, Reed, Lang, 

Schae fe r  & T r a v i s ,  P.C. 
132 W. Sou th  S t r e e t  
K a l  amazoo , M i  c h i  gan 49007 

Dear Mr. Sparks :  

T h i s  i s  i n  response  t o  y o u r  i n q u i r y  c o n c e r n i n g  a p p l i c a b i l i t y  o f  t h e  Campaign 
F i n a n c e  A c t  ( t h e  A c t ) ,  1976 PA 388, as amended, t o  a  f u n d r a i s i n g  r a f f l e  spon- 
so red  b y  t h e  M i c h i g a n  Townships A s s o c i a t i o n  ( t h e  A s s o c i a t i o n ) .  

S p e c i f i c a l l y ,  you  i n d i c a t e  t h e  A s s o c i a t i o n  i s  a  n o n - p r o f i t  c o r p o r a t i ~ n  wh ich  has 
o r g a n i z e d  a s e p a r a t e  seg rega ted  fund 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  (MCL 
169.255) .  You ask whether t h e  A s s o c i a t i o n  may pay  t h e  c o s t s  o f  a d m i n i s t e r i n g  

- and p u b l i c i z i n g  a  r a f f l e  where " t h e  p roceeds  f r o m  t h e  r a f f l e  w i l l  go d i r e c t i j ,  t o  
[ t h e  A s s o c i a t i o n ' s ]  s e p a r a t e  s e g r e g a t e d  f u n d ,  t h e  M i c h i g a n  Townships 
A s s o c i a t i o n - P o l i  t i c a l  A c t i o n  Commit tee (MTA-PAC) ." 
As no ted ,  s e c t i o n  55 a l l o w s  a  c o r p o r a t i o n  t o  fo rm 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.  However, p u r s u a n t  t o  s e c t i o n  5 5 ( 1 ) ,  t h e  c o r -  
p o r a t i o n  i s  l i m i t 2 d  t o  making e x p e n d i t u r e s  " f o r  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  t h e  f u n d .  I t  i s  c l e a r  t h a t  payment o f  
c o s t s  a s s o c i a t e d  w i t h  a  r a f f l e  a r e  n o t  e s t a b l i s h m e n t  o r  a d m i n i s t r a t i o n  expen- 
ses. T h e r e f o r e ,  a c o r p o r a t i o n  may u n d e r w r i t e  a  r a f f l e  h e l d  f o r  t h e  b e n e f i t  o f  
i t s  s e p a r a t e  s e g r e g a t e d  fund o n l y  if t h e  u n d e r w r i t t e n  c o s t s  a r e  e x p e n d i t u r e s  f o r  
t h e  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  t h e  f u n d .  

I n  t h e  a t t a c h e d  i n t e r p r e t i v e  s t a t e m e n t  t o  Mr.  Jack S c h i c k ,  d a t e d  Oc tobe r  4, 
1983, t h e  Depar tment  i n d i c a t e d  t h a t  " [ t l h e  pu rchase  o f  e n t e r t a i n m e n t ,  premiums 
and r a f f l e  p r i z e s  i s  n o t  i n c l u d e d  i n  t h e  o r d i n a r y  meaning of t h e  t e r m  
s o l i c i t a t i o n . "  Moreover ,  t h e  Depar tment  n o t e d  t h a t  i n t e r p r e t i n g  t h e  Act  t o  
a l l o w  c o r p o r a t e  payment o f  " e n t e r t a i n m e n t ,  premiums o r  r a f f l e  p r i z e s  as s o l i c i -  
t a t i o n  expenses wou ld  p e r m i t  t h e  c o r p o r a t i o n  t o  make i n d i r e c t  c o n t r i b u t i o n s  o f  
c o r p o r a t e  funds t o  t h e  s e p a r a t e  s e g r e g a t e d  fund. "  G iven  t h e  h i s t o r i c  l i m i t a t i o n  
on c o r p o r a t e  p a r t i c i p a t i o n  i n  M i c h i g a n  e l e c t i o n s  and t h e  s p e c i f i c  p r o h i b i t i o n s  
found i n  s e c t i o n s  54 and 55 o f  t h e  A c t ,  t h e  Depar tment  conc luded  t h a t  a  c o r -  
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porat ion may not underwrite a  fundra is ing  event f o r  the  benef i t  of i t s  separa te  
segregated f u n d .  

This analys is  i s  d i r e c t l y  app l i cab le  to  the quest ion you r a i s e .  Thus, f o r  the  
reasons s t a t e d  in Schick, the Michigan Townships Association i s  prohibi ted from 
conducting a  fundraising r a f f l e  where the  proceeds from the r a f f l e  wi l l  go t o  
the  Associa t ion ' s  separate segregated fund. 

I f  no corpora te  funds are  u t i l i z e d  t o  purchase p r i z e s  o r  spent f o r  other  
expenses of the  fundraising r a f f l e ,  the  event may be held .  I t  should be 
r e i t e r a t e d  t h a t  only persons who may be s o l i c i t e d  pursuant to  sec t ion  55 of the  
Act (MCL 169 .255)  are permitted t o  purchase r a f f l e  t i c k e t s  or  otherwise par- 
t i c i p a t e  in fundra isers  conducted by the separa te  segregated fund. 

This response i s  informational only and does not c o n s t i t u t e  a  declara tory  ru l ing  
because none i s  requested. 

Very t r u l y  y ~ u r s ,  

/& 7+ 
. Phi 1 1  i  p T-. Frangos 

Director  
Off ice  of Hearings and Legis la t ion  

Attachment 


