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

S T A T E  TREASURY Bull-DIN0 

Senator  Jonn K e l l y  
T w  Senate 
O f f i c e  of the Majority ghip 
P "5 .  80x 30036 
Lans ing ,  Mich~gan 48909 

near  Senator Keliy: 

T h i s  i s  I n  resporlse ' 9  your reque5t f o r  ~nfor r~ lae~or l  <lnd  ,In i ? t e r p r e t a t i o n  c o n -  
c e r n i n g  the 3 p p l  :cab1 l i t y  of the. C d i n p a ~ g - n  Finaoce Act ! the " A c t " ) ,  1976 P A  388, 
a s  amended, t o  d ~ n d t l o n s  made by corporations t o  an off icenolder  expense f u n d  

S>ecifically, you reques t  a c o p y  o t  any d e c l a r a t o r y  ru l inq  a r  In te rp re t ive  s t a -  
tcinertt regardinq ::rjrporate con t r ibu t ions  to a n  O E F ,  especial  l y  concernirig the 
" t ; \ i . i t inaa  of dn O E F  b y  jccsptance ot i corporat;: tiortat ion . ~ r t d  a n y  mc-[hod Sy 
# r i ; r h  ,IR ?EF c?n ' ' 7urqe  tne  t a i n t  . "  You ? ] s o  a;k &ether  'he F T F O  accounting 
niuit~od may be used io  "purge the t a i n t "  o f  c o r p o r 3 c e  aon?tions t o  3n  ; l i F .  

Tne D~partrnent ha5 -:sued two  i n t e rp re r  i v e  s t  ..tcr~i?r~t; , q n i s t - n  i corsora te  dona -  
t l f ~ r l s  to  2r1 3EF, ccole.; q f  ~ h ~ c h  ~ ~ c c o i n o a n y  t h i s  jer !p , - .  I n  a '?t t?r- t o  Senator 
Sdry C. Corbin, d a t ~ d  February 1, 1980, t h e  De~art,;.e:lt . . t d ~ t d :  

" . . . t i ) & :  ' r ~ ~ : ' i . ; l ! ) r i  , ) f  c o r ~ c r a t : ?  ic!ritr~hi;tl , i t l j  & I : :  ' tdi!:Lt YIP 
J.E.F. and ! i i ~ r c ? b . v  (ireat ly  1 lrni L ttie : i c , ~ < ,  ; :)r 11-1-1  + + + >  : ! ,  ;: . F .  nay be 
it I ' i z e ~ f .  i x i : r n o i f > ,  G~,ncjl> ~ ~ - ' I I I I  , r ~  ) . :  . !  . , i  ' , ,qrl I , ,  1 1  , t ~ . i ~ ( ; r - 3 i . , l  

, .un%r 1 b 1 i 7  ] ( ; ! I  1 , j l j t d  ! : P ~ , : ~ s  ; ] , J [ J o , ,  I !.l~!] r m  y t 1 1 1 r  , k16ir  1:  :,r , , s l  * , . ,>( :  : $ )  

I L I . .  ' I I I I I I r  I - I  I , r  '1:. i j I #:t~(,l :gr 
any other ptit l ~ c ; : , t '  for' wr; ~ : h  c,'~rpor.;11-t~ ;o i r t . r -  ! ! - ~ t : t  ':;I! . ! i , l  i 1 1 ; : ;  ;?P ~ ~ S P ; I  . "  

ii l I > t t p r  tc; M I - .  : jouirlar, K .  kicl lacd,  datiltl i luc,i , ; t  h .  / 33O,  :.',st:-: t.r?.jt sectior! 
5 4 (  i )  d f  t h e  ,Act (Iv;(:L i59.254'1 orcni b i  t s  ~ o r u o r , i t  E> ~ ' o n t t -  : b i i l  iti:):, fir tlxpendi t u r p s  
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as de f ined  i n  s e c t i o n s  4  and 6 o f  t h e  Ac t .  Th i s  l e t t e r  f u r t h e r  s t a tes ,  "S ince 
i t  i s  improper f o r  you r  cand ida te  commit tee t o  r e c e i v e  t h i s  co rpo ra te  c o n t r i b u -  
t i o n ,  i t  would a l s o  be improper  f o r  t h e  commit tee t o  accept t h e  c o n t r i b u t i o n s  
and pass i t  along t o  an o f f i c e h o l d e r  expense fund . "  

Under  s e c t i o n  49(1 )  of t h e  Ac t  (MCL 169.249) an OEF " . . . may no t  be used t o  
make c o n t r i b u t i o n s  and expend i t u res  t o  f u r t h e r  t h e  nomina t ion  o r  e l e c t i o n "  o f  
t q e  o f f i c e h o l d e r  who e s t a b l i s h e d  i t .  However, an OEF may be used t o  purchase 
t ; c ke t s  t o  another c a n d i d a t e ' s  f u n d r a i s e r  un less  t h e  OEF i s  " t a i n t e d "  b y  c o r -  
p o r a t e  funds. The concept o f  " t a i n t i n g "  i s  necessary  t o  p rec l ude  the  p o s s i b i -  
l i t y  o f  co rpo ra te  funds  b e i n g  conver ted  i n t o  p r o h i b i t e d  disbursements,  and thus  
accomp l i sh i ng  i n d i r e c t l y  what i s  p r o h i b i t e d  d i r e c t l y .  I t  has been c o n s i s t e n t l y  
s t a t e d  b y  t h e  Department t h a t  c o r p o r a t e  funds cannot be commingled w i t h  funds  
t h a t  o the rw i se  cou ld  be used f o r  expenses i n c i d e n t a l  t o  t h e  o f f i c e h o l d e r ' s  
o f f i c e  which a re  a l s o  c o n t r i b u t i o n s  t o  another  cand ida te .  Any commingling w i l l  . 
" t a i n t "  a l l  funds  i n  t h e  account.  

The re  a re  o n l y  two accep tab le  methods b y  which an OEF may "purge t he  t a i n t "  o f  
c o r p o r a t e  funds. E i t h e r  t h e  OEF must reduce i t s  account ba lance t o  ze ro  and 
s t a r t  a  new account, o r  t h e  OEF must r e t u r n  a l l  funds  donated b y  c o r p o r a t i o n s .  
The acceptance of F I F O  o r  any o t h e r  account ing method based on sequence o r  
s e g r e g a t i o n  w i l l  n o t  "purge t h e  t a i n t "  of co rpo ra te  funds because t he  acceptance 
o f  such a  method would make a v a i l a b l e  a  g r e a t e r  p o r t i o n  of t he  OEF f o r  purchase 
o f  f u n d r a i s e r  t i c k e t s  than would o the rw i se  be a v a i l a b l e .  Sec t ion  49(1)  o f  t h e  
A c t  (MCL 169.249) s t a tes ,  an OEF "may be used f o r  expenses i n c i d e n t a l  t o  t h e  
p e r s o n ' s  o f f i c e . "  A sequen t i a l  o r  segregated accoun t ing  method would a l l o w  a  
" t a i n t e d "  OEF t o  use co rpo ra te  money f o r  o f f i c e h o l d e r  expenses and make 
a v a i l a b l e  f o r  t h e  purchase o f  f u n d r a i s e r  t i c k e t s  money which would o the rw i se  
have  t o  be used t o  pay these expenses. Th i s  s u b s t i t u t i o n  o f  co rpo ra te  funds  f o r  
non -co rpo ra te  funds would a l l o w  c o r p o r a t e  funds t o  be i n d i r e c t l y  conver ted t o  
d isbursements  t o  cand ida te  commit tees f o r  f u n d r a i s e r  t i c k e t s .  Corporate  d i s b u r -  
sements t o  cand ida te  commit tees a re  p r o h i b i t e d  under t h e  Act .  I t  i s  a  b a s i c  
p r i n c i p l e  o f  law t h a t  one cannot do i n d i r e c t l y  what he i s  p r o h i b i t e d  f r om  do ing  
d i r e c t l y .  

T n i s  l e t t e r  i s  i n f o r m a t i o n a l  o n l y  and does no 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  yours ,  

P h i l l i p  T. Frangos 
I 

D i r e c t o r  
O f f i c e  o f  Hear ings and L e g i s l a t i o n  
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