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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,



“June 3, 1983
Page 3

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





