
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  
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RICHARD 11. AUSTIN o SECRETARY O F  STATE 

S T A T E  TREASURY BUILDING 

A u g u s t  1 ,  1978 

Plr. Mil 1 jam F. McLaughl i n ,  Chaiman 
Michigan Republican S t a t e  Corn i t t ee  
223 North Walnut 
Lansing, Michigzn 48933 

Dear Mr. Mctaughl i n :  

This is  'in response t o  your l e t t e r  o f  April 3 ,  1978, concerning t h e  gPpl i c a b i l  ity 
of t h e  Campaign Finai?ce Act("" the  Ac t " ) ,  P.A. ,383 of 1975 ,  a s  anended, t o  a loan 
received by an el ec ted o f f i c i a l  . 

In t h a t  l e t t e r  you acknowl e d g ~ d  t h e  Departrr;entls 1 e t t e r  o f  Palarch 29, ? 973, w h i c h  
i n fomed  you of t h e  c o r r e c t  manner f o r  requ2stiny an  i n v e s t i g a t i o n  ccncern ing an  
a1 leged loan f rcn  an individual  t o  an 27 ectsd  o f f i c i a l  . You s t a t e d  the a i l  egpd 
l o a n  was reported i n  t he  printed med.ia on rrlarch 25,  1975. 

The Department's l e t t e r  indicated ths  proper method f c r  r~questing a n ' i n \ ~ e s t i g e t i l  
n ece s s i t a t ed  the  f i l  ing of a c o ~ p l a i n t  k ~ h i c h  c o n f o r x d  ve,i 2h t h e  req::ires;~n2s of t '  
Act a n d  admin i s t ra t ive  ru les  pronul gated p u r s u a n t  t o  the  Act .  In ycur  Apri l  3 ic 
you s t a t ed :  " I  d o  not  know if a v io l a t i on  o f  A c t  Xo. 388 has  occu1-~ed o r  nst, . , 

I have no h a r d  evidence w i t h  which t o  s ign a conp l s i n t . "  

In your  l e t - t e r ,  ho>ic?ver, you a l s o  asked sevwal q ~ e s ' i i o i ? ~  v~i)i:ci-~ relate t o  a si i lgi i  
-, i s s u e .  lnese quest ions  have been r e s h t f d  t o  b e t t e r  r e f l e c t  t h i .  p c ? r t i n e n . t  issue 

f o r  which you seek c l a r i f i c a t i o n .  The questiciis t 3  ~ ~ i i i c h  th is  staten-ent i s  
. addressed a re  a s  f o l l o l , ~ ~ :  

1. Are a l l  loans t o  a1 1 e l e c t ed  o f f i c i a l s  considered con i r ibu t ion ;  
for  purposes o f  the Act? 

2. May a candidate coming l e  loans w i t h  his o r  her  personal  f a a d s  
and then give  these  mn-ies- t o  h i s  o r  her candidcte co r ; ;~ i J c t~e  a s  a 
personal con tr? bution? 

The f i r s t  question is  ra i sed  because i , r? l ic i ' ;  t o  your  l z t t c r  o f  A,?ril 3 -is the 
assurnptf on t h a t  a l l  loans  t o  elected cfficic..l  s ar,- csnt : - i  b c  i i ons  Fc- ? ( : : . P O S ~ ~  o f 

. . tile Act. I t  i s  necessary to zddress t:72 val . idi ty of  this ascu,;-;;;;c:-~. 



Sect ion 4 ( l )  of t he  Act ( X C L A  5 169.204) de f ines  a cont r ibu t ion  a s  "anything 
of a s c e r t a i n a b l e  monetary value t o  a person, made f o r  the  p i~rpsse  o f  inf luencing 
t he  nomination o r  e l e c t i o n  of  a  cand ida te ,  o r  f o r  ths q u a l i f i c a t i o n ,  passag?, o r  
d e f e a t  o f  a b a l l o t  ques t ion . "  Included in  the  d e f i n i t i o n  o f  ccn t r ibu t ion  is a -  
loan made f o r  t h a t  purpose. However, a  loan which i s  no t  made f o r  the purp3se 
of in f luenc ing  an e l e c t i o n  does not  c o n s t i t u t e  a  con t r ibu t ion  a s  defincd i n  t h e  
Act. Addi t iona l ly ,  loans  made i n  t h e  ordinary course o f  business h y  a cgrpora t ion ,  
pursuant  t o  Sec t ion  54 of t h e  Act (E,ICLA § 169.254), do not  const i  t u -  2 a contribut-ion - 

Accordingly , the  quest ion a s  t o  whether a l l  loans  t o  e l e c t ed  o f f i c i a l s  a r ?  con t r i -  
but ions  i s  ans:?iered i n  t h e  negat ive;  a l l  loans to incunbent o-?Yicia!s a r e  n o t  
co n t r i bu t i ons .  A loan could be made t o  an o f f i c i a l  f o r  any nuzber of pgrposss. 

The answer t o  t h e  second quest ion is  dependent cn whether t h e  1can is made f o r  the 
purpose of in f luenc ing  t he  e l e c t i o n  o f  t he  candidate.  I f  t h e  l c sn  ' is  n ~ d e  f o r  t h e  
l a t t e r  purpose, i t  i s  a  con-tr ibution and sub j ec t  t o  t h e  Act 's  p)-cvisions.  
Sec t ion  21 (8) ..of t he  Act ( K C L A  § 221 ) p roh ib i t s  t h e  c o ~ n i ~ g l  . ing  o f  cont r ibu t ions  
w i t h  any o t h e r  funds including t h e  cand ida t e ' s  pzrsonzl funds.  

If t h e  loan i s  made f o r  a purpose no t  contemplated ,by t h e  F\c't; monies receivx!  by an 
individual  pursuant  t o  the loan w i l l  undoubtedly be  t r e a t e d  b y - t h a  pzi-soi2 a s  p a r t  o f  
his o r  her  personal f inances .  Any quest ion a s  t o  whether t he  c~rtriida.te diverted a 
por t ion  of the l o a n ' s  proceeds t o  h i s  o r  her  candidate  co~ri i i t - tee i n  viol at-i~;: of 
tire Act must b? r a i s ed  through a documented ccrnplaint f i l e d  i n  accordance i.iit!~ ti12 
Act and r e l a t e d  r u l e s .  

I t  should be s t r e s s e d  this l e t t e r  does not  address the i s s u e  c f  t h e ' p r o p r i e t y  o f  a n  
e l e c t e d  o f f i c i a l  ob ta in ing  a  loan,  whatever the purpcse, froin 2 par t i cu la r -  l ender .  
Tha t  issue is .no t  w i t h i n  t he  purview of t h e  Department's r espons~ib i l - i t i e s  a s  defined 
by the A c t  . o r  any o t h e r  s t a t u t e .  

In view o f  t h e  f a c t  your  l e t t e r  was general i n  na ture  and l z c k x i  tile s7ec i f ; z i t y  
requ i red  by Sec t ion  63 of t h e  Michigan Adnin i s t ra t ivz  Procedures P.ct (HCLA 3 24.263) 
which es-tabf i s h e s  t he  c r i t e r i a  f o r  recjues tirig and i s s u i ~ c j  a declc..:-ztory r u l i ~ g ,  Lh-is 
response  may be considered a s  i n foma t iona l  only and no t  a s  cons t i t u t i r , g  a dcc7arator;, 
r u l i ng .  

Phil 1  i p  f Frangos, ~ i r e c t o ;  
Of f ice  o f  Hearings and Leg is la t ion  

PTF: p  k 


