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D c d r  Sena tor  0'Uricn: 

'Thi s i s  i 11 response to your rccir~cs t: for ilrl i n t e r p r ~  1.2 t i  ve s La t~ l l i~ r l  t regard i 119 I 

thc  Can~i~digr~ Finaiicc Act ("Lhe P c l " ) ,  P.A.  308 ol' 11)7G, as anlendcd. ! 
Spec i f i c a l l y ,  you inquire as to the 1:yper; of investments t h a t  rliay be mrle w.i t h  I 
nionies in  a n  officclloltler ~xpcrise fund and candidate cornxi t t e e .  You r e f e r  110 1 
such potent ia l  .investment ?nssil)i  1-i  t; ies ;is savings cc r t i . f i c a t e s  o f  ticposi t ,  
cor~irr~orl s tocks ,  ant1 coinmoclitiils. . .,* 

I n  J Scptcrnber 2 ,  1 9 7 7  tlcclar-atory r1.1linq atldresscd t o  !ir. John L. D,~rnstra, 
'Treozurer, Kent Courity Rep~.lhl i can  Coneni t tee ,  the !le?artn\cn t issucti various 
!!uitlel i ties f o r  inves tcicn t o-f a car:li>aigti conriii t t c e ' s  f t r~t ls  in c e r t i f i c a t e s  ol' 
deposi t  or  otlier intcl-est  bearin!! accounks. /! copy of that declai-atol-y rul ing 
i s  crlcloscd. 

!n tha t  Ic t t c r ,  thc Deparimc?r~ t s t a  tcd: 

"Section 2 ( 3 )  of the Act: recluire; a conlmi ttc.e to tlesignate an 
account: in (t f inancia l  iristit.lltion i n  .I:his s t a t e  (::, i t s  o f f i c i a l  
tlcposi tory f o r  the  prrrposc of cle!)os.i tinrj a71 cotitr.ibu-Lions which 
i t rccei  vcs aricl f o r  t.lie i;[~r-poscs of rna,ki n g  a1 1 cx;)cndi turcs.  
Tilt! Acl; nliindatcs thal:  a1 1 contr.il)riliolls 2 n d  cxpentl i ttlrcs pass 
tht-ougti &tie account a t  tile dcsiqna ted o f f i c i a l  cleposi tory. 

"ilov~evcr, the P.ct in Section 26(1 ) coli tcnl!~laf.es tila t a cor;mi t t c e  
rnay rccei  ve i rrteres t o n  an  account cor~sis  t i  ng of frrnds tlelongin!~ 
to the colnoli t tce.  The mere Irans fei- o f  fund; ticposi ted i 11 t i l e  
off . icis1 depos i tory t.o a n  i 11 tei-cs t bcal-inn accorrn L Tot- inves trnent 
Iirrrposcs i s  not a n  'cxi)er~di lure '  as clc.r'inecl in Sectiori 6 o-F tllc 
P-ct. .1'11us , the Act i./oul tl r io  I; prccl ~rde ii t ransfer  From tlic 
o f f i c i a l  tlrposi Lory dccoc~rlt: t o  ;In .i til:crcs t t)e;rrinq ~~ccotrn t in 
any f inancial  -inst.i 'i~rtion . i T  tiicl corr;mil;tcc re ta ins  cof;l(~letr! 
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il c c r t i  f-ica tc  O F  deposi t i s  an i 11 ter.est: bearing account w i  t.h a f ixed i n  tcrcs t; 
r a t c  p;!yable fit a date  c e r h i n .  Consequently, furlds in J c e r t i f i c a t e  of 

! deposi i: a re  a1wa.y~ in complei? con.Lrol of the 'inves tot-, not~r i  t h s  tiindinr_l t ha t  I 

a s ~ ~ i ~ s ' i a ~ l t i a l  i n t e r c s  t penalty might Ls assessed 7'0)- mi-ly wi'ihdr;lwal ofl the. 1 
inves tcd monies. j 

On t i l e  oi:her hand., i nvestmeni; i n  the stock market o r  cominodit~ies n~rl :e  t woulcl 1 
involve 3 purchase o r  sa le  of shares,  not: a mere transfer of con t ro l l ed  funcls 
by an invzstor  to  an i n t e r e s t  bearing account. F.n investor in the. stock market, 
f o r  e:can~ple, conceivclbly could make a p r o f i t  e i t h e r  by s e l l i n g  a t  a p r i c e  
highei- than . t h e  purch;lse pr ice  o r  1:y receiving large d i v i d e ~ d s  on the shares.  
Conversely, the investor  could su f f e r  a pa r t i a l  o r  to ta l  loss  depending on 
the vaysr.ics of t h e  rnarke t .  

Llhilc -tile purchase of asse t s  nligi-~i: b2 soi~nd from an inves tm~nt  standpo.irit, the 
Act requires  t h a t  committees tleposi.t funds in an ;tccount i n  a f inanc ia l  i n s t i -  
t u t i on .  The purchase of shares o r  of commodi-ties cannot be cons-trued t o  be 

Tiiis response i s  informationdl only and does not cons t i , tu to  a dcclal-story 
.. ru1.i ng. 

S ~ C ! I  ail acccunt. 

Accorcli ngly, ~!ionics in the o f f i  ccholcler expense fund or  i n  the candida tc  
I 

con!mi t tee  account may not be i n v ~ s  tcci in t he  stock market o r  commodi t i c ;  
rni~rkct but rllay be inves Led a s  Lr~lintilted in the O~mstrd rul ing.  4 

\!cry t r l  . y yours,  /I 

I 

, 71 9kr-" 
P h i  11 iu T. Frangos , D i  rec tl. 
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