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July 7, 1978

Mr. William S. Everard
Route #1
Wolverine, Michigan 49799

Dear Mr. Everard:

This is in response to your three separate requests of May 2, 1978, concerning
the applicability of the identification requirements of the Campaign Finance
Act ("the Act"), P.A. 388 of 1976, as amended, to various advertising specialties.

The first inquiry concerns the necessity of an identification on plastic discs.
commonly sold under the trade name of Frisbee. You state that copy is silk-screened
on these discs and, therefore, small type sizes do not reproduce well. Further,
imprint area is restricted to the center portion and ranges from 4" to 4 1/2"

in diameter, depending on the size of the disc selected. According to the

catalog sheet included in your request, three diameter sizes are offered - 7 1/4",

8 3/4", and 9 1/4". In addition, you mention an identification would force copy
inte curved lettering which increases the cost of the article.

Your second request involves cloth pot holders, 6" x 6" and 7" x 7", for which
you state an identification would appear illegible because of the problem of
orinting on the rough surface of the cloth. Yecu indicate in order for the
identification to be readable, large size type would be necessary. Space
limitations serve to make the use of large type impractical.

Your third request involves two samples of political advertising cards. Onea
sample, which measures 3 3/4" x 2 1/4", has the picture of a candidate on the
iront side and the name and various campaign positions of the candidate printed
on the reverse side. The second sample, similar in size, opens in the middle
to c¢isplay a monthly calendar of 1978.

Section 47 of the Act (MCLA & 169.247) requires printed matter having reference
to a candidate to bear the name and address of the person paying for the matter.
The provision states, however, that rules may be promulgated to exempt items
frem the required identification. Rule 169.36 of the General Rules, promulgated
oy fhe Secretary of State pursuant to authority conferred by Section 15 of the
Act [MCLA 8§ 169.215) and having the effect of law, exempts campaign items, the
size of which makes it unreasonab]e to add an identification.
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In its role as principal administrator of the Act, the Department determines
it would ba unreasonable to require printing of an identification on plastic
discs of the type indicated in your request in instances where the orinting
is done by a silk-screened process. Similarly, cloth pot holders of the type
presented in your second inquiry ave also exempted from the identification
requirements for the same reason. '

However, the political advertising cards described in your third query must
bear the identification required by the Act. It is not unreasonable in this
instance to require the printing of the identification.

Sincersdly, :
Ay /a0 ‘

ichard H. Austin
Secretary of State

RHA:pk
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Honorable Dana Wilson
State Representative
State Capitol

Lansing, Michigan 48909

Dear Representative Wilson:

This 1s in response to your request concerning the applicability of the
identification requirements of the Campaign Finance Act ("the Act"), P.A. 388
of 1976, as amended, to 12-inch wooden rulers.

You state you are planning to use 12-inch wooden rulers as a noveltv item in
your primary election campaign. Furiner, you indicate it would be extremely
difficult to put an identification on the ruler and higher costs would be
incurred.

You ask whetheryulers may be exempted from the identification requirements of
Section 47 (MCLA § 169.247), and Rule 169.36 of the rules promulgated to implemen
the Act »

Section 47 states the name and address of the person paying for printed paterial
referring to an election, cand1daie or ballot question musi include the namz and
address of the person paying for the matter. Rule 36 states buttons, balloans, 4

similar campaign items, the size of which makes 1t unreasonable to add arn :Qs",
cation, are exempted from those requirements.

The Deparvtment {inds 1t would be unreasonable to demand the identification reguir

ments on a 12-inch wooden ruler. Conseguently, you need not print an identi®iczs
on the wooden rulers in question. ‘

S{ZSSPQ]y' p
g ///I )J /47 —p
/ z_.-x',?-—c‘u\_,f AL “
Richard H. Austin
Secretary of State
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The following opinion is presented on-line for informational use only and does not replace the official version. (Mich
Dept of Attorney General Web Site - www.ag.state.mi.us)

STATE OF MICHIGAN

FRANK J. KELLEY, ATTORNEY GENERAL

Opinion No. 5344

July 20, 1978

ELECTIONS:

Corporate contributions

Establishment of a 'separate segregated fund' by a corporation
CAMPAIGN FINANCE ACT:

Establishment of a 'separate segregated fund' by a corporation

A 'separate segregated fund' established by a corporation pursuant to section 55 of the campaign finance actis a
commiittee that is required to comply with the registration and reporting requirements of the act.

A 'separate segregated fund' established by one corporation may not contribute to a 'separate segregated fund' established
by another corporation.

A corporation may only establish one 'separate segregated fund'.
Honorable Richard H. Austin

Secretary of State

Treasury Building

Lansing, Michigan 48918

You have asked several questions concerning the Compaign Finance Act, 1976 PA 388, as amended by 1977 PA 314,
MCLA 169.201 et seq; MSA 4.1703(1) et seq (hereinafter referred to as 'the Act'). Your letter of request indicated that
several 'separate segregated funds' established by corporations have registered with the Department of State pursuant to
provisions of the Act and that they have registered either as an independent committee, which is defined in section §(2),
or as a political committee, which is defined in section 11(2). Your questions are:

1. Is it necessary for a 'separate segregated fund' to register with the Department of State?

2. May a 'separate segregated fund' established by one corporation contribute to a 'separate segregated fund'
established by a second corporation?

3. May a corporation establish more than one 'separate segregated fund'?
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These questions will be addressed seriatim.
1. Is it necessary for a 'separate segregated fund' to register with the Department of State?

Section 55 of the Act states:

(1) A corporation or joint stock company formed under the laws of this or another state or foreign country may
make an expenditure for the establishment and administration and solicitation of contributions to a separate
segregated fund to be used for political purposes. A fund established under this section shall be limited to making
contributions to, and expenditures on behalf of, candidate committees, ballot question committees, political party
committees, and independent committees.

'(2) Contributions for a fund established by a corporation or joint stock company under this section may be
solicited from any of the following persons or their spouses:

'(a) Stockholders of the corporation.
'(b) Officers and directors of the corporation.

'(c) Employees of the corporation who have policy making, managerial, professional, supervisory, or
administrative nonclerical responsibilities.

'(3) Contributions for a fund established under this section by a corporation which is nonprofit may be solicited
from any of the following persons or their spouses:

'(a) Members of the corporation who are individuals.
'(b) Stockholders of members of the corporation.
'(c) Officers or directors of members of the corporation.

'(d) Employees of the members of the corporation who have policy making, managerial, professional,
supervisory, or administrative nonclerical responsibilities.

'(4) Contributions shall not be obtained for a fund established under this section by use of coercion, physical
force, or as a condition of employment or membership or by using or threatening to use job discrimination or
financial reprisals.

'(5) A person who knowingly violates this section is guilty of a felony and shall be punished by a fine of not more
than $5,000.00 or imprisoned for not more than 3 years, or both, and if the person is other than an individual, the
person shall not be fined more than $10,000.00.'

To appreciate fully the significance of section 55 of the Act, it is helpful to note that a corrupt practices act was first
enacted as 1913 PA 109, and section 14 therefore provided:

‘No officer, director, stockholder, attorney, agent or any other person, acting for any corporation or joint stock
company, whether incorporated under the laws of this or any other state or any foreign country, except
corporations formed for political purposes, shall pay, give or lend, or authorize to be paid, given or lent any
money belonging to such corporation to any candidate or to any political committee for the payment of any
election expenses whatever.’

This language was re-enacted in 1915 (1) 1925 21929 () 1948 %) and, finally, by enactment of 1954 PA 116, became
section 919 of the Elections Code ). By enactment of 1975 PA 227, the limitations on corporate involvement were
relaxed by permitting the use of corporate funds for the 'establishment and administration of a separate segregated
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corporate political education fund to be utilized for the sole purpose of making contributions to and expenditures on
behalf of candidate committees.' 1975 PA 227, Sec. 95(2). Although 1975 PA 227 was declared unconstitutional for
other reasons by the Michigan Supreme Court ©) 1976 PA 388, supra, Sec. 55 re-enacted the above-quoted language of
1975 PA 227, supra.

OAG, 1977-1978, No 5279, p _ (March 22, 1978), held that a corporation may not use monies from its corporate
treasury to make contributions to a committee which in turn supports state candidates, but that the corporation may make
expenditures for establishment and administration of a fund to be used for political purposes, and that the contributions
to the fund may only come from persons identified in section 55 of the Act, i.e., (1) stockholders of the corporation, (2)
officers and directors of the corporation, and (3) employees of the corporation with policymaking, managerial,
professional, supervisory or administrative nonclerical responsibilities.

Section 3(4) of the Act defines 'committee’ as:

'. .. aperson who receives contributions or makes expenditures for the purpose of influencing or attempting to
influence the action of the voters for or against the nomination or election of a candidate, or the qualification,
passage, or defeat of a ballot question, if contributions received total $200.00 or more in a calendar year or
expenditures made total $200.00 or more in a calendar year. An individual, other than a candidate, shall not
constitute a committee.'

Section 11(1) defines 'person’ as:

'. .. abusiness, individual, proprietorship, firm, partnership, joint venture, syndicate, business trust, labor
organization, company, corporation, association, committee, or any other organization or group of persons acting
S~ '

jointly.

As amended by 1977 PA 314, MCLA 169.211; MSA 4.1703(1), the Act now identifies five, rather than four, types of
committees. Section 2(2) defines a ballot question committee, section 3(2) defines a candidate committee, section 8(2)
defines an independent committee, and section 11(5) defines a political party committee. 1977 PA 314, supra, amended
the Act to include a definition for ‘political committee' in section 11(2), which states:

"Political committee' means a committee which is not a candidate committee, political party committee,
independent committee, or ballot question committee.'

Corporate involvement in the financing of elections is limited to activity authorized by sections 54 and 55 of the Act.
Section 54 indicates the means by which a corporation may form a ballot question committee (7). A 'separate segregated
fund' is precluded from qualifying as a candidate committee or political party committee by their definitions. However, a
'separate segregated fund’ may qualify and, in fact, must register as either a political committee or an independent
committee, provided it meets the appropriate definition. Since the 'separate segregated fund,' once it exceeds $200.00 in
contributions or expenditures, is a committee, it is my opinion that it must register with the Department of State either as
a political committee or as an independent committee, as defined in the statute.

A 'separate segregated fund' functions as the result of joint action by an organization; consequently, it is a 'person' as
defined in the statute. If a 'separate segregated fund' receives $200.00 or more in a calendar year, it is a 'committee' for
purposes of the Act. As such, it is subject to the registration and reporting requirements set forth in the statute.

2. May a 'separate segregated fund' established by one corporation contribute to a 'separate segregated fund' established
by a second corporation?

As noted above, a 'separate segregated fund' is restricted to contributions from the following sources: (1) shareholders of
the corporations, (2) officers and directors of the corporation and (3) employees of the corporation with policymaking,
managerial, professional, supervisory or administrative nonclerical responsibilities. No other person, except spouses of
the foregoing individuals, may contribute to the 'separate segregated fund'.

Section 55 of the Act further indicates that the 'separate segregated fund' is limited to making contributions to or
expenditures on behalf of candidate committees, ballot question commiittees, political party committees and independent
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committees. Thus, a 'separate segregated fund' established by a corporation, even though registered as a political
committee, may not make contributions to another corporation's 'separate segregated fund', because it may only make
contributions to 'candidate committees, ballot question committees, political party committees and independent
committees'. Section 55.

3. May a corporation establish more than one 'separate segregated fund'?

Section 55 of the Act states that a corporation may make an expenditure for the establishment and administration and
solicitation of contributions to a 'separate segregated fund' to be used for political purposes. The use of the singular
followed by language which strictly restricts contributions for a fund leads to the conclusion that the legislature intended
that only one separate segregated fund may be created by a corporation. This conclusion is consistent with the legislative
history of corporate involvement in elections noted above.

As noted in OAG, No 5279, supra, administration of the separate segregated fund and the authorization of expenditures
from the fund must be by the board of directors of the corporation or by a committee authorized by the board of directors

of the corporation.

The limitation of one 'separate segregated fund' for each corporation is consistent with other provisions of the Act. For
example, a candidate may only have one candidate committee. Section 21(3) provides that all monies in the candidate
committee must pass through one official depository of the committee. All contributions to the committee and
expenditures by the committee must be made from the committee's official depository.

Section 11(5), in defining 'political party committee', limits each state central, district or county party to a single
committee. Section 8(2), in defining 'independent commiittee', indicates that a separate level, subsidiary, subunit or
affiliate of an organization which is an independent committee may create an independent committee only if the
decisions or judgments for the subsidiary committee to make contributions or expenditures on behalf of candidates are
independently exercised within the separate level, subsidiary, subunit or affiliate of the parent organization.

Thus, a corporation may make an expenditure for the establishment, administration and solicitation of contributions to
only one 'separate segregated fund.’

Frank J. Kelley
Attorney General
) CL 1915, Sec. 3846.
() 1925 PA 351, Pt 5, ¢TI, Sec. 19.
() CL 1929, Sec. 3324.
) CL 1948, Secs. 189.19 & 196.19.
) MCLA 168.919; MSA 6.1919.
(0) Request for Advisory Opinion on Constitutionality of 1975 PA 227, 396 Mich 123; 240 NW2d 193 (1976).

) 1t will be noted that, in addition, the United States Supreme Court held in_First National Bank of Boston v_Bellotti, ---
- US ----; 98 S Ct 1407 (1978), that the First Amendment protects the right of a corporation to expend its funds to
influence a vote on a referendum proposal.
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LANSING
MICHIGAN 4891¢

RICHARD H. AUSTIN ® SECRETARY OF STATE

STATE TREASURY BUILDING
August 1, 1978

Mr. William Parker

Uniserv Director :
Michigan Education Association
3133 Union Lake Rd.

Un1on Lake M1ch1gan 48085

Dear Mr. Parker

This 1is in response to your letter concern1ng the Campa1gn Finance Act
("the Act”), P.A. 388 of 1976, as amended.

Your question is pnsed with reference to language which appeared in the
April, 1978, volume of CFR Bulletin. The relevant language provided:

“To qualify for a reporting waiver a committee must (1) note on

its original or amended statement of organization, item 10, that

it does not expect to receive or spend more than $500 in a single
election, and (2) the committee must not, in fact, receive or spend
more than that amount in the election.” (Emphasis supplied)

You indicate an education committee supported one candidate for a seat on the
board of one school district, and two candidates for two seats on another local
board of education. Contributions to each candidate were less than $500.00,
although contributions received by the education committee exceeded $500.00.
A1l candidates sought election at the annual schoo] elections held on the
second Monday 1in June.

You ask whether the cand1dac1es constituted three separate elect1ons or a’
single election? :

The language in the CFR Bulletin is an interpretation of Section 24(4) of the
Act (MCLA § 169.224) which states: .

"When filing a statement of organization a committee may indicate
in a sworn statement that the committee does not expect for each
election to receive an amount in excess of $500 or exceed an
amount in excess of $500." (Emphasis supp]zed)

/

"Election" is defined in Section 5(1) (MCLA § 169.205) as a primary, general,
special, or millage election held in this state or a convention or caucus of
a political party held in this state to nominate a candidate.

MS 43 /7T
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»

If a committee desires to qualify for the "reporting waiver," the comnittee
may support or oppose as many campaigns or candidates as.it wishes, so long
as it does not exceed $500 in contributions or expenditures for a particular
election as defined in the Act. In your cited example, all of the candidates
supported by the education committee would be within a "single election."

This response may be considered informational only and not as constituting
a declaratory ruling. ‘ . _

Phillip T. Frangos, Director
Office of Hearings and Legislation

PTF:pk
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LANSING -
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August 1, 1978

Hr. David A. Spencer
Michigan State Senate
Senator Hufiman Committee
State Capitel

Lansing, Michigan 48909

Deay My, Spancer:

This is in response to your letter request1ng an interpretation from the DevbrLr
as to whether campaign stickers are exempt 1rom tnp identi fication requirements of
the Campaign Finance Act (“tha Act®), P.A. 358 1976, as amendad.

The campaign stickers measure approximately 2 3/4“ X 1" and have printad on them
a 1/2" x 3/4" likeness of Senator Bill S. Huffman. The Tollowing is also printed-
on the stickers:

Senator Bill S. Huffman

Sixteenth District

State Senate .
State Capitol : !
Lansing, Mi. 48502

Séction 47 of the Act (MCLA 8§ 169.247) was amended by F.A. 348 of 1978 to the
exempting from identification FLQU7YEMEHLS of Lﬂe Act, by Departmant rule, of.

any printed matter wh1ch is of a size as to make the 7d ntification requiremants
unreascnable. Rule-169.36 of the administrati ve rules provides for the exemption
of material, the size of which makes it unreasonable to add an identification.
The Department determines that the stickers which are the subject of youy inquiry
are exempt from the identification requirements as stated in the Tegal provisions
cited above. -

Sincerely,

2 [;7 '
,Kb‘c»’/ff‘/u*ufw-f /'Z/ "’“‘Lﬁww&

Richard H. Austin )
Secretary of State

RHA:pk
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August 1, 1978

Honorable Edgar Geerlings
Honorable Alfred A. Sheridan
Michigan House of Representatives
“State Capitol Building

Lansing, Michigan 48909

Dear Representatives Geerlings and Sheridan:

This is in response to.your June 7, 1978, request for an interpretation of
Section 82 of the Campaign Finance Act, P.A. 388 of 1976, as amended. N

Section 82(1) of the Act (MCLA § 169.282(1)) was amended on June 7, 1978,
to read as follows:

"(1) The penalty provisions of this act shall not apply to
an act or omission occurring befare December 1, 1977, except
that a Tate filing fee shall not be due or payable for an
act or omission occuring (Ssic) before May 16, 1978, provided
that act or omission is corrected before May 16, 1978. If

a late filing fee has been paid before that date, it shall
be returned by the person who collected the late filing fee
upon written request of the person who paid the late filing
fee."” .

You ask the following question concerning the amendment:

"If a candidate who was delinquent in filing EITHER a state-
ment of organization OR any subsequent report did not file
such statement or report between December 1st, 1977 and
May 16th of 1878, 1is that candidate }iable for the maximum
$300 and the misdemeanor charge called for under P.A. 388
after May 16th has passed?”

The Attorney General partially answered your question in a letter opinion
issued to Representative Sheridan on June 9, 1978. The ruling stated
(in part):

\

M3 a3 (8/77)
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Honorable Edgar Geerlings
Honorable Alfred A. Sheridan
Page Two

"It is my opinion that the clear and unambiguous lanquage of
section 82, as amended, waives late filing fees for an act
or omission occurring before May 16, 1978 only to those
individuals who have corrected the act or omission before
May 16, 1978."

Penalties other than late filing fees are unaffected by the a‘gndutony
1eg1slat1on Their applicability commenced on December 1, 1977, as pro-
vided in the Act. _

This response may be considered informational only and not as constltutlng
a declaratory ru]1ng

Very truly yours,

;;{ 6;214ﬂ¢wu;9x¢”1—*
Phillip T. Prangos, Director
Office of Hearings and Legislation

PTF:pk
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August 1, 1978 -

- Ms. BettyJ. Swanton c ' [ )
- Midland County Clerk's Office o ' : R

. Midland County Court House T

- Midland, Michigan 48640 C ' \ o S sy

-+ Dear Ms. Swanton:

‘-Th1s responds to your 1etter requestIng an 1nterpretat10n as to .the meaning
~of the phrase "for each election” as used in Section 24(4) of the Campaign
~ Finance Act ("the Act"), P.A. 388 of 1976, as amended. , ~ .
SR

Section 24(4) (MCLA & 169.224) states:

"When filing a statement of organization a committee may indicate
in a sworn statement that the committee does not expect for each
election to receive an amount in excess of $500 or expend an
amount in excess of $500." (Emphasis added)

You ask what is the length bf time covered for each e]ection? Is it each
primary, each general, or is it to cover the entire time an office holder
~is in his respective office for each election?

~ Section 5(1) of the Act (MCLA § 169.205) provides:

“Election means a primary, general, special, or millage election
held in this state or a convention or caucus of a political party — _
held in this state to nomlnate a candidate. Election includes a Jooee
recall vote.' - ‘ ' o . ey
: ‘ . : SRS SR

Accordxng]y, "for each election" as used in Section 24(d) means for each

primary, general, or other type of election enumeraued in Sect1on 5(1), in

which the candidate is 1nv01ved : .

This resonnse may be cons1dered informational only and not as constituting
a declaratory ruling.

Very tr “Jy yours,

Phillip T. Frangos, Director
QOffice of Hearings and Legislation

PTF:pk : : _
M3-43 (8/77) - . ' :@
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August 1, 1978 '

Mr. Kenneth M. Weidaw III

c/o Buth, Wood & Weidaw

306 Federal Square Bldg.

Grand Rapids, Michigan 49503

Dear Mr. Weidaw:

This is in response to your request for an interpretive statement concerning
the Campaign. Finance Act ("the Act"), P.A. 388 of 1976, as amended. Since
you seek an informational response, the facts in your Ietuer have been revised
for purposes of this response so as not to reflect actual names.

You state that certain political solicitations by an entity (“"entity"), whose
title indicated it to be a committee in support of an issue and a candidate,
were received recently by a private citizen. The issue supporued by the entity
1S not one wh1ch will appear on any state e?ectvon ballot in the immediate
future.

You indicate your review of the records maintained by the pertinent Register
of Deeds revealed that the candidate has filed the documentation required under
the Act for his candidate committee. You state that to your know)edge the enti
has not filed as a committee with the County Clerk.

A careful review of the documents enclosed reveals the letter from the entity
was paid for by the candidate committee. The soliciting matérials bear the
candidate committee's identification required by Section 47 of the Act

(MCLA 3 169.247). The letter essentially solicits contributions cn behalf

of the candidate with the request that contributions be forwarded to the.
cand1date committee at its address.

Spec1‘1cally you 1nqu1re as to whether Sect7on 44{1) of the Act (MCLA 3 169.2¢4
may have been violated.

First, an interpretive statement issued by the Department is a general inter-
pretation of the provisions of the Act. It is not a declaratory ruling issued
by the Department in response to a factual situation raised by an affected part
Further, it should be stressed the commnittee or committees involved did not
request this statement.. Finally, no inferences of illegal activity should be
associated with the committee(s) since a formal complaint has not been submitt:
nor has any committee been given the opportunity to give its interpretation of
the facts as to the issue presented.
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Section 44(1) of the Act states a contribution shall not be made by a persan

to another person with the agreement or arrangement that the person receiving
the contribution will then transfer the contribution to a particular candidate
committee. As mentioned previously, it appears the solicitation letter was
distributed by the entity and paid for by the candidate committee. The letter
clearly stated in the last paragraph that the solicitation included an enclosed
envelope, a copy of which you also sent to the Department, which could be used
to send a check to the candidate committee. The envelope is addressed tao the
candidate comm1tte e; it is not addressed to the entity.

Accordingly, 1t appears any contribution so]xc1ted by the entity will be sent
knowingly by the contributor directly to the candidate committee. The contri-
bution is not made to the entity with the agreement or arrangement that the
latter will transfer the contribution to the candidate committee. Conseguently,
there does not appear to be a violation of Sect1on 44(]) of the Ac; in the = =

situation you .describe.

With respect to the reportfng status of a committee similarly situated to the
entity, the governing provision is Section 3(4) of the Act (MCLA § 169.203). -
This statutory provision defines "committee" as “a person who receives contri-
butions or makes expenditures for the purpose of influencing or attemnting to
influence the .action of the voters for or against the nomination or election

of a candidate, or the qualification, passage, or defeat of a ballot question,
if contrwbut1ons received total $200.00 or more in a calendar year or expenditu
made total $200.00 or more in a calendar year." If a person falls within this
definition, it must register and report pursuant to the Act.

This response may be considered informational only and not as co%stituting a
declaratory ruling.

77/,@%

Phillip T. Frangos, Director
Office of Hearings and Legislation

Very traly yours

PTF:pk | g ;
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ILAW OFPICES
BUTILH., WOOD & WEIDAW
\A'}"]'()R.’\'EYS AT JLAW
306 FEDERAL SQUARE B8LDG

GRAND RAPIDS. MICHIGAN 49503
1616) 458-9967

GEORGE S. BUTH BELDING OFFICE
THOMAS H WOOD 420 COVERED VILLAGE MALL
KENNETH M. WEIDAW TII BELDING. MICHIGAN 48809

April 17, 1978

€16/794-3900

Michigan Department of State
Office of Hearings & Legislation
Compliance and Rules Division
Mutual Building - Third Floor
208 N. Capitol

Lansing, Michigan 48933

Gentlemen:

Please consider this letter a request for an
interpretative statement pursuant to Act 338 of 1976.

The facts relating to this case are as follows:
During March, 1978, the enclosures were received by a
resident of the City of Grand Rapids. The enclosures were
forwarded to me for examination in order to determine
whether there had been a violation of the Campaign
Finance Act. My review of the XKent County Register of
Deeds Office revealed that Steven Monsma, a State Represen-
tative, has filed the documentation required under the
act to commence his campaign committee, entitled, Friends
0f Steve Monsma. The question arose however as to whether
the Preo-Life Committee for Monsma is in fact another’
candida*e committee organized for the purpose of raising
meney. A careful review of the documents enclcsed shows
that the letter from Lynn Z. DeGrzei appears :to have been
vaid for by the "Friends of Steve Mcnsma" Committee. The
retter essentially solicits funds in behalf <f Mr. Mcnsma
requeszing that the funds be forwarded to the campaign
commitiee at its address.

In late March this matter was discussed with Mr.
John T. Turnquist, Deputy Director of the Elections Division.
In my conversation with Mr. Turnquist, there was a question
as to whether or not there had been a vicliation under Sect:ion
44(1) of the Act.



Michigan Department of State
April 17, 1978
Page 2

We do not at this time request a declaratory ruling
under Section 63 of the Administrative Procedures Act. We
merely ask that the facts and the enclosures be reviewed and
that a interpretative statement be rendered concerning this

matter.

Your prompt response 1is requested. If you have any
additional gquestions, please feel free to contact me at your
convenience.

Very truly yours,

epneth M. Weidaw III

KMW:dc \v

Enclosures



PRO-LIFE COMMITTEE FOR MONSMA

Msgr Edward N. /ﬂl
\ ynne DcGraa?Z
james Donaiue
Rev. James L. Fellows *
Zichera D. Gritter
_2onard Grotenrath, Jr.
cacrd Plouw, PR.D.
vles Murphy, MDD

rncrd Pekelder-"
ius Plantinga, Ph. Di"
oy Pesima, M.D.p—
e Ryzn
CWlsert Van DykeT

Dear Friend: .

Most persons have not given much thought to the
fact that 1978 is an election year. But those of us
fighting for the protecticn of human life and its rights
must look ahead if we are to elect persons who sharce
our dedication.

One of the crucial races.in the Grand Rapids area
will be for the 32nd senatcrial seat which is being
vacated by Senator John Otterbacher. We are delighted
that Steve Monsma, who has been one of the stronges:
pro-life Representatives, has indicated to us nis in-
tention to run for this seat.

Steve Monsma has not only stood by the unborn on
vote after vote, but has alsc been one of our key lead-
ers in the House. He 1is lead;ng the fight to raguire
the reporting of abortions in Michigan; he
the resolution passed by the House callinc
tutional convention to initiate #he Human L
he has served as the legislative liaison pe
Michigan Citizens for Life.

a zconsti-
Amendment;

on for

One koy ingredient of a successful campaign is
money . Steve's campaign does not necessarily need big
donations: 1t does need many small cnes. If each one
receiving this letter would send in jus%t $3.00, Steve
would have almost enough money for his entire campaign!
Maybe you can give more than that - maybe less. Zow
much you give is nct so impcertant. Even $1.00, if every-
cne gives, will be a big help.

Steve also needs volunteers who can work this sum-
mexr and fall on his campaign Z2oing thoss numerous dusy
tasks, which are the heart of a winning political campaign.

We have enclosed an envelope which you can use to
send Steve a check or to indicate your willingness to

work on his campaign. Pleasz do. Steve needs vyour nelp
- and so do the persons of cur land unable 2o speax Ior
themselves.
Sincexely yours,
e &
Paid for by Friends ot Steve Monsm3, 21

A29 N, K vz NI 573na R20.2:, VU ATECS
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[ ]t am willing to work as a volunteer on Steve’s campaign.

{_] Enclosed is a check for:[] $1.00 [] $3.00
(1 $5.00 [J $10.00 [] $25.00 [ ¢

$

(Make checks payable to “’Friends of Steve Ménsma")

NOTE: Political contributions may be deducted
on your Federal Income Tax each year up to $50
per person or $1C0 per couple.

Name

Address

Paid for by Friends of Steve Monsma,
A29 N. Kentview NE., Grand Rapids, ¥; 49505

. , - <
- . - - = -
. . , . .
' £ st e T s . [ ; N
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August 1, 1978

Mr. William F. MclLaughlin, Chairman

Michigan Republican State Committee : ’
223 North MWalnut : : ‘
Lansing, Michigan 48933 ' )

Dear Mr. McLaughlih:

This is in response to your letter of April 3, 1878, concerning the abp]fcability
of the Campaign Finance Act ("the Act"), P.A. 388 of 1976, as amended, to a loan
received by an elected official.

In that letter you acknowledged the Department's Tetter of March 29, 1978, which
informed you of the correct manner for requesting an investigation co“corning an
alleged loan from an individual to an elected official. You stated the alleged
loan was reported in the printed media on March 25, 1978.

The Department's Tletter indicated the proper method for re ques ng an.investigati:
necessitated the filing of a complaint which conformed with tke requirements of t!
Act and administrative rules rromquatOd pursuant to the Act. In your April 3 le!
you stated: "I do not know if a violation of Act No. 388 has occurred or not, . .

I have no hard evidence with wnich to sign a complaint.”

elate to a singl:
pert7nﬂnL 1ssue
atement is

In your letter, however you also asked several quest1u;> wh ch
issue. These questions have been restated to better reflect th
for which you seek clarification. The questions to which tﬂxS

addressed are as follows:

7.- Are all Toans to all elected officials considered contribution
for purposes of the Act?

%]

A

2. May a candidate comming1° loans with his or her personal funds
and then give these monies to his or her candidate committee as a
. perscnal contribution?
H
The first question is raised because irnlicit to your Jetter of Anril 3 is the
assumption that all loans cificials are contributions feor purposas of
the Act. It is necessary t the validity of this assumniticn.

o+
O O
V(D
[ e
= (T
5 O
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e, William F. Mclaughlin
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Section 4(1) of the Act {MCLA § 169.204) defines a contribution as "anything

of ascertainable monetary value to a person, made for the purpcse of influencing

the nomination or election of a candidate, or for the qualification, passage, or
defeat of a ballot question." Included in the definition of contribution is a’

loan made for that purpose. However, a loan which is not made for the purpose

of influencing an election does not constitute a contribution as defined in tne

Act. Additionally, loans made in the ordinary course of business by a corporation,
pursuant to Section 54 of the Act (MCLA § 169.254), do not constitus2 a contribution.

Accordingly the quesL1on as to whether all loans to elected officials are contri-
butions is answered in the negative; all loans to incumbent officials are not
contributions. A loan could be made to an official for any number of purposes.

The answer to the second question-is dependent on whether the lcan s made for the
purpose of influencing the election of the candidate. If the lcan is made for the
latter purpose, it is a contribution and subject to the Act's orcvisions.

Section 21(8).0f the Act (MCLA § 221) prohibits the commingling of contributions
with any other funds including the candidate's personal funds.

If the Toan is made for a purpose not contemplated by the Act, monies received by an
individual pursuant to the loan will undoubtedly be treated by the person as part of
his or her personal finances. Any question as tc whether the candidate diverted a
portion of the loan's proceads to his or her candidate committes in violation of

thre Act must be raised through a documented cemplaint filed in accordance with the
Act and related rules. : : .

It should be stressed this Tetter does not address the issue cf the propriety of an
elected official obtaining a loan, whatever the purpcse, from a particular lender.
That issue is .not within the purview of the Department’s responsibilities as defined
by the Act or any cther statute.

In view of the fact your Tetter was general in nature and lacked the specificity
required by Section 63 of the Michigan Administrative Procadures Act (MCLA § 24.263)
which establishes the criteria for requesting and issuing a declaratory ruling, this
response may be considered as intormational only and nct as constituting a declaratory

“ruling.
Very txuly yours, o _ ‘
Dt lesr 7 gg«ﬂ.faﬁw 2D e

Phillip T. Frangos, Director
Qffice of Hearings and Legislation

PTF:pk | | _
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August 1, 1978

Ms. Beverly Hunt, Clerk
Township of Flint

1490 South Dye Road
Flint, MlchIQan 48504

Dear Hs. Hunt

This is in response to your inquiry concerning the applicability of the
Campaign Finance Act ("the Act"), P.A. 388 of 1976, as amended, to an
"Anti-Annexation Campaign.” : L :

You state in your letter that the public officials and residents of Flint
Township are conducting an "Anti-Annexation Campaign" in an effort to

prevent the City of Flint from “"Strip Annexing" properties in Flint Township.
As part of this campaign, the residents and officials will be soliciting funds
for advertising which will be kept in an account and used only for that pur-
pose. You indicate the campaign is not directed toward an election or ballot
question, but for the purpose of building support to be reflected at State
Boundary Commission hearings and in the State legislature.

: \
Your question is whether the above activities must be recorded or reported
under the Act? -

Ms. Cindy Sage, Treasurer of the Repub11can Women's Federation of Michigan
("the RWFM"), asked whether the RWFM was obligated to report under the Act.
In a response conta1ned in a letter issued on March 29, 1978, the Department
stated: .
. !

"The determination of whether the RWFM is subject to the Act’s

provisions is contingent on whether the state organization or

any of the local organizations is a 'committee' as defined in the

Act. Section 3 of the Act (MCLA 8 169.203) defines a 'committee’

as a person who receives contributions or makes expenditures for the

purpose of influencing or attempting to influence the action OF the
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Ms. Beverly Hunt, Clerk
Page Two

voters for or against the nomination or election of a candidate,
or the qualification, passage, or defeat of a ballot question,

if contributions received total $200.00 or more in a calendar
year or expenditures made total $200.00 or more in a calendar
year. ‘'Person' is defined in the Act as including an association,
committee, or any other organization or group of person: acting
jointly." (Emphasis added) ‘

Accordingly, since the residents ‘and officials of the Township of Flint are
not receiving.contributions or making expenditures for the purpose of
influencing the nomination or election of a candidate, or the qualification,
passage or defeat of a ballot question, reporting is not required by the Act.

However, in the event any proposal addressed by your group becomes the subject
of an election, the requirements of the Act will be applicable.  Monies in the
fund will have to be reported as is the case for any other ballot question.

In view of the fact your letter was general in nature and lacked the specificity
required by Section 63 of the Michigan Administrative Procedures Act (MCLA 8§ 169.27
which establishes the criteria for requesting and issuing a declaratory ruling,
this response may be considered as informational only and not as constituting a
declaratory ruling.

Very truls yours, - ‘
Phillip T. Frangos, Director

O0ffice of Hearings and Legislation

PTF:pk
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August 1, 1978

Mr. William E. Hazel, Jdr.

Life Underwriters Pol1t1cal Action Committce- Hicnxgan

P.0. Box 14193 .
Lansing, Michigan 48901 |

Dear Mr. Hazel: , ,

This is in response to your request for an intevpretation concerning the
applicability of the Campaign FFinance Act, P.A. 388 of 1976 ("the Act"),
to ceriain corporate activity. Specificaliy, you inquire whether a cor-
poraticn is permitted to make disbursements or contributions for the .
estavlishment, administration or solicitation of contributions for a
palitical action committee not forimed by the corporation. :

The sfatutory provisions which govern corporate involvement in the financing
of campaigns are Sections 54 and 55 of the Act (MCLA 85 169.254-169.255).
These provisions state:

"Sec. 54. (1) Except with respect to the exceptions and con-
ditipns in subsections (2) and (3) and section 55, and to loans
made in the ordinary course of business, a corporation may not
make a contribution or expenditure or provide volunteer personal
services which services are excluded from the definition of a
contribution pursuant to section 4 (3) (a).

(2) An officer, director; stockholder, attorney, agent, or any "' =
other person acting for a corporation or joint stock company,
whether incorporated undey the laws of this or any other state

or foreign country, except corporations formed for political
purposes, shall not make a contribution or expenditure or pro-

vide volunteer personal services which services are excluded

from the definition of a contribution pursuant to section 4 (3) (a).

(3) A corporation or joint stock company, whether incorporated
under the laws of this or any other state or foreign country,
except a corporation formed for political purposes, shall not
make a contribution or provide volunteer personal services

which services are excluded from the definition of a contribu-
tion pursuant to section 4 (3) (a), in excess of $40,000.00,

to cach ballot question committee for the qualification, passage,
or defeat of a particular ballot question.

uoeBiydtyy jo 31045 a2y} Aq pasapoiday”
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William E. Hazel, Jr.

Page Two i '

(4) Nothing in this section shall preclude a corporation or
joint stock comnany from making an independent exnenditure
in any amount for the qualification, passage, or defeat uf
a ballot question. A corporation making an independent
expenditure under this subsection shall be considered a
ballot question committee for the purposes of this act.

(5) A person who knowingly violates this section is guilty
of a felony and shall be punished by a fin2 ¢f not more
then $5,000.00 or imprisoned for not more than 3 years, or
both, and if the person is other than an individual, the
person shall be fined not more than $10,000.00.

Sec. 55 (1) A corporation or joint stock company formed

unday the laws of this or another state or foreign country

may maxke an expenditure for the establishment and administra-
tion and solicitation of contributions to a separate segregated
fund to be used for political purposes. A fund established
under this section shall be Timited to making contributions to,
and expenditures on behalf of, candidate committees, ballot
question committees, political party committees, and independent
committees. '

(2) Contributions for a fund established by ,a corporation or
joint stock company under this section may be solicited from
any of the following persons or :their spouses:

(a) Stockholders of the corporation.
(b) Officers and directors of the corporation.

(c) Employees of the corporation who have policy making,

managerial, professional, suparvisory, or administrative
nonclerical responsibilities. )

(3) Contributions for a fund established under this section
by a corporation which is nonprofit may be solicited from
any of the following persons or their spouses:

(a) Members of.the corporation who are individuals.

(b) Stockholders of members of the corporation.

(c) Officers or dircctors of members of the corporation.
(d) Employees of the members of the corporation who have
policy making, managerial, professional, supervisory, or
administrative nonclerical responsibilities.

[

usBiydtwjo 34015 ayi Aq pa:npo;a;a;;:‘



M. Wiltiam L. Hazel, Jr.
Page Three

(4) Contributions shall not be obtained for a fund established |
under this section by use of coercion, pnysical force, or as a i
condition of employment or membership or by using or threatening \
to use job discrimination or financial reprisals. o

(5) A person wno knowingly violates this section is guilt of a !

felony and shall be punished by a fine of not more than $5,000.00

or imprisoned for not more than 3 years, or both, and if the person E

1s other than an 1nd1v1dua1 the person shall be fined not more 1

than $10,000.00." %
\

A corporation 1s restricted from making a centribution or expenditure unless
-1t qualifies for an exception pursuant to Secticr 54 or proceeds within the |
provisicns ot Section 55. Since your questian 1s concerned with activity J

|

governac by Saction b5, this interpretation is limited to a consideration off
Section 55, and not to activities contemplated by Section 54.

Section 55 permits a corporation to make an expend1turL for the establishment,
administration and solicitation of contributions to a separate segregated fund
to be used Tor political purposes. The statute expressly velates persons who

may be solicited for contributions to a fund to the corporat1on which established

the fund.

The Attorney General discussed the establishment of a separate segregated fund
by a corporation in Opinion of the Attorney General, OAG No. 5344, issued
Ju1y 20, 1978. Among the questions he addressed were the following:

1. May a separate segregated fund established by one corporation
contribute to a separate segregated fund established by a second
corporation?

2. May a corporation establish more than one separate seqgregated
fund?

The Attorney General resovonded to the first question by ruling a separate
segregated fund established by one.corporation may not contribute to a
separate segregated fund established by another corporation. This conclusion
was based on the statutorily restricted sources of contributjons to a fund,
i.e., shareholders, officers and directors, and managerial and supervisory
employees of the corporation which establishes the fund. The Attorney General
stated: "No other person, except spouses of the foregoing individuals,

may contribute to the 'scparate segregated fund'."

In response to the second question, the Attorney General stated that a cor-
poration may only cstablish one separate scgregated fund. In support of

this conclusion, he cited specific provisions of the Act and made references
to the legislative history of corporate involvement 'in elections.

uoBiyiy je 314§ 24i Aq padnpoiday




Moo Wittiam 1. Hazel, Jr.
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As noted previously, Section 55 is the exclusive slatutory authorization for
corporate involvement with a separate seqgregated fund.

The Attorney General

has decided: (1) one corporation may not contribute to another corporation's

separate segregated fund, and (2) a corporation may only establish one separate

segregated fund.

In view of tne foregoing, it is concluded Section 55 does not permit a cor-
poration to make disbursements or contributions for the establi-hment,
administration or solicitation of contributions for a political action

committee formed by another corporation.

This response may be considered as informational

a declaratory ruling.

Very tryly you?s, o
7 /ﬂ){ - )

fhillis 7. Franges, Director '

OFfice of Kearings and Legislation

PTF:pk
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August 1, 1978

Mr. Donald Hilligoss
P.0. Box 725
Madison Heights, Michigan 48071

Dear Mr. Hilligoss:

This is in response to your letter concerning the Campaign Finance Act ("the Act"),
P.A. 388 of 1976, as amended. You ask for a definition of "campaign expenses"
within the context of the Act. :

“Campaign expenses" is not specifically defined in the statute. However, Rule 169,1
of the administrative rules promulgated to implement the Act defines "campaign" or
"candidate's campaign" as the candidate committee's activities for a specific
election. 1In addition, Section 6(1) of the Act (MCLA s 169.206) defines
"expenditure” as anything of ascertainable monetary value spent, donated, loaned,
pledged or promised for goods or services to influence a state election. Consequen
"campaign expenses" may be construed to mean those expenditures which are made for
the purpose of influencing a particular election.

Please note the Act considers the primary to be an election separate from the generi
election. Therefore, it is more accurate to say "primary election expendiltures" ant
"general election expenditures” as contrasted to using the term "campaign expenses.

This response may be considered 7nformat7ova] only and not as constituting a
~declaratory ruling.

Very truly yours, .

. )7

hillip T. Frangos, Director i
O0ffice of Hearings and legisiation ‘

PTF:pk . -
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August 1, 1978

Honorable Jack L. Gingrass
Michigan House of - Representatives
“State Capitol. :

- Lansing, Michigan 43909

Dear Representative Gingrass: ‘ L . L e

~This is 1n'responSe to your letter concerning the app11cab111ty of the
'Campalgn Finance Act, P.A. 388 of 1976 ("the Act") to a Lest1mon1a1 dxnner
held in your honor.

You state that on September ¢, 1977, persons in your district held a
“Birthday Party” testimonial in your honor. You indicate the affair
was not a fundraiser but rather a dinner at which tribute was g1ven to
you.

You accompanied your letter with a statement indicating all sources of
income and all disbursements. The latter were made in conjunction with the
affair. Income was generated through the sale of tickets. The statement
indicates all the net proceeds were donated to Bay de Noc Community Lollege.

Section 7 of the Act (MCLA & 169.207) defines "fund raising event" as a

“"testimonial...through which copntributions are solicited or received by

purchase of a ticket..." "Contribution" is defined in Section 4 of the

Act (MCLA 8 169.204) as a "payment...made for the purpose of influencing
the nomination or election of a candxdate

The Department determines the purchase of t1ckets to the’ ﬁeptember 17, 1977
"Birthday Party" testimonial did not constitute a contribution.. The net
proceeds from ticket sales were donated in their entirety to the local
community college and did not benefit your candidate committee. The affair,
although an occasiaon to pay tribute to you, was not a fundraiser for reporting
purposes of the Act.

L
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Honorable Jack L. Gingrass
Page Two

You now report an additional development. Three checks were received on

March 20, 1978, for the "Birthday Party." You indicate that these checks are
Tisted on your candidate committee campaign receipt 1ist and that they will be
reported in the committee's campalgn statements.

The three checks and any similar donations to the "Birthday Party" which are
subsequently. transferred to your candidate committee shall be considered
contributions made directly to your candidate committee by the oririnal donors
and must be reported as such. HNotice should be given to the original donors
as to the amount of contribution to be reported by your candidate committee
as having been made by each donor.. This will insure that any subsequent
contributions do not exceed applicable contribution limitations in the Act.

It should be made clear that although the Department views donations to the .
testimonial as not constituting contributions in the cantext of the facts
presented in your original inquiry, the transfer of these donations to the:

-candidate committee will be considered reportab]e contributions, part1cu1ar1y'r

when the non-political testimonial was held in September and the three checks
in question were received in late March. - '

‘This. response const1tutes a declaratory ruling concerning ‘the app11cab111ty

of the Act to the facts enumerated in your request.

, S1ncere1y, ' ' ' SN

Richard H. Aust1-152z;;21:ﬂﬁ‘

Secretary of State

RHA:pk
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August 7, 1978

Mr. William R. Lukens

Milliken for Michigan Committee
P.0. Box 40078

Lansing, Michigan 48901

Dear Mr. Lukens:

On June 28, 1978, you wrote to Secretary of State Richard H. Austin requesting a
declaratory ruling as to whether the costs of a contract between the Milliken for
Michigan Committee and a firm specializing in direct mail fund solicitation are
"expenditures" for the purpose of the expenditure limitation set forth in Section
67 of the Campaign Finance Act ("the Act"), P.A. 388 of 1976, as amended.

On the same day, you also forwarded a memorandum identifying several types of
solicitation costs in order to assist the Department of State in determining which
expenditures are “made by a candidate committee solely for the solicitation of
contributions." Such expenditures are not included in the aggregate $1,000,000.00
1imit for each election for a gubernatorial candidate committee. This exclusion

MICHIGAN 48918

of expenditures of not more than 20% of the candidate committee's expenditure 1imit

is set forth in Section 67(2) of the Act (MCLA § 169.267).

Section 67(2) is applicable to those expenditures made by a candidate committee
solely for the solicitation of contributions. To understand its application it is
necessary to understand the meaning of “"solely" and "solicitation" as used in the
Act. The ordinary meaning of "solely" is expressed in The American Heritage
Dictionary of the English Language, (New College Edition 1976) as "alone; singly,

entirely; exclusively.” "Solicit" is defined in Black's Law Dictionary (4th Edition

1968) as follows:

"To appeal for something; to apply to for obtaining something; to ask
earnestly; to endeavor to obtain by asking or pleading; to entreat,
implore, or importune; to make petition to; to plead for; to try to
obtain; and though the word implies a serious request, it requires

no particular degree of importunity; entreaty, imploration or
supplication; the term implies personal petition and importunity
addressed to a particular individual to do some particular thing.
Golden & Co. v Justices Ct. of Woodland Tp., Yolo County,

23 Cal App. 778, 140 p. 49, 58." (Emphasis supplied)

Applying the ordinary meaning to the words illustrates the personal and limited

nature of the appeals which may be paid for with funds excluded from the expenditure

1imitation by Section 67(2). A candidate committee in determining whether an
expenditure falls within the 20% exclusion must examine the content of the message
as well as evaluating the audience to whom the message is directed. A message

MS—~43  8/77)



Mr. William R. Lukens
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which is excludable when delivered through a particular medium may not be excluded
when another medium is used. It is clear, however, a message delivered by radio,
television or a newspaper of general circulation reaches the audience in such an
unselective way that it cannot be determined to be solely for the solicitation of
contributions; therefore, its cost is not to be excluded from the expenditure

Timitation.

A message which requests contributions may be included within the 20% exclusion if
it is aimed at a Timited, particular audience, i.e., persons sharing a common
limited interest, goal, or concern.

These principles are best understood if applied to specific examples of expenditures.
I will, therefore, use the 1ist you supplied in your June 28, 1978, memorandum.

I. General

A. Accounting fees and other costs associated with receipting and processing
contributions.

These fees and costs will not be included in the 20%. Section 67(2) reads
"solely for the solicitation . . . ." As used in the Act, "solicitation"
connotes the reaching out, outgoing request from someone (the candidate
committee) to someone else, and not that individual's response to the

solicitation.

B. Fees or salaries paid to person whose sole campaign responsibilities
are to solicit campaign contributions.

These fees or salaries will be included in the 20%, but only to the extent
that the particular committee can establish and document this "sole" campaign
responsibility. The burden will be upon the committee to provide documentation

upon request.

C. Fees or salaries paid to persons whose duties include the solicitation
of contributions provided the actual time spent on such duties can be
determined and only that portion of the fee or salary is considered a

fund raising cost.

Those expenditures which fall outside the $1,000,000.00 and within the
20% will be so treated only upon receipt of documentation that the
"actual time spent"” upon soliciting contributions may be established
with reasonable certainty. Only that portion so documented will be
considered a "fund raising cost" by the department.

D. Reimbursement for costs of office use, telephone, travel, and the like,
incurred by persons whose only campaign function is to solicit contributions.

See answers to "B" and "C" above. Such reimbursements will be treated as
a "fund raising cost" only to the extent that they may be segregated from
other expenditures and documented.

IT. Fund Raising Costs

A. Dinners and receptions where an entrance fee is charged and the
candidate is present.



Mr. William R. Lukens
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"Fund raising events" are defined in Section 7(4) of the Act (MCLA $ 169.207).
Events meeting that definition will be so treated by the Department and included
in the 20% whether the candidate is present or not.

B. Entertainment provided for potential contributors who are being solicited
to make campaign contributions (including receptions for large groups).

If the "entertainment" falls within the definition of "fund raising event"
as provided in Section 7(4) of the Act, it will be treated as set forth
above, as will expenditures incidental to such events.

C. Costs associated with sales of political merchandise when the profits
are treated as contributions.

These costs will not be included in the 20%. The purpose of such promotional
items is to generate political support for the candidate whose name, message,
etc., appears thereon through dissemination of the merchandise, regardless
of how the profits are used.

III. Advertising
A. Broadcast

1. Radio and T.V. ads promoting the candidate and asking for financial
support.

2. Short ads consisting solely of a fund raising request i.e., "John Doe
needs your help. Please send contributions to .

. For the reasons set forth above, the pervasive nature of the media chosen
precludes the selectivity of the audience or the direction of a particular
message toward a particular segment of that audience. All who happen to
be watching or listening receive the same message. Therefore, regardless
of content, all expenditures on radio or television are outside the
exclusion provided by Section 67(2) of the Act and, therefore, within the
$1,000,000.00 expenditure limit.

It must also be pointed out that the nature of the media makes it difficult,

if not impossible, to differentiate between a request for "support" and a
plea for funds - by the audience, the candidate or the Department.

B. Printed Media
1. General circulation newspaper

For the same reasons as were set forth with respect to broadcast media, papers of
general circulation reach far too braod an audience to fall within the 20% limit -
again, regardless of message content.
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Wiltiam R. Lukens

Page Four

2. Limited circulation media such as political party journals and campaign
newsletters.

These types of printed materials may be included within the 20% exclusion
depending upon the message (the content must be a plea for contributions)
and the audience (must be a limited, select audience).

The content of the ad is significant in the case of papers of limited or
selective circulation, but has no significance in the case of mass media
presentations. As indicated above, the type of circulation, both as to
audience and area, is significant. A campaign newsletter which includes
materials other than a solicitation for contributions or which is distributed
to a large untargeted audience cannot be included in the 20%.

C. Circulars and Handouts.
1. Is anything other than a request for campaign contributions permissible?

Circulars and handouts are excluded from the 20% because of the "mass media"
principles stated previously, unless limited to a specific audience (other
than geographic area, with common interests. and goals, etc.) and limited
solely to a plea for funds.

The addition to a plea for funds of "Doe also needs your vote" will move a
"message" from within to outside of the 20% (or from outside to inside the

$1,000,000.00).
D. Direct Mail

1. Costs of letters soliciting financial support which are sent to:

a. General population
b. General population only within e]ect1ve district

c. General population only outside elective district

The three examples above are outside of the 20% exclusion due to lack of
specificity of audience to whom addressed. The examples below are included,
however, because a greater-specificity of audience.

d. Categories selected on the basis of the Tikelihood to contribute:

prior contributors to that candidate
pr1or contributors to candidates of the same party
prior contributors to candidates generally

party members
members of groups though to be friendly to that candidate

individuals who indicated support of the candidate
group identified with a certain issue explaining a candidate's
stand on that issue and soljciting funds.

NOYOT R WN -
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The subjective purpose of the mailing is a consideration in determining

whether it is solely to solicit funds, but certainly not the only consideration.
The above guidelines should be used for guidance and divrection. Despite
hardships to candidates, a case by case analysis may be unavoidable. Because
of the delay that this may cause, it is hoped that the above information may

be helpful in most cases.

Since your request did not include sufficient facts to apply the provisions of Section
67(2), this response has been limited to a general discussion of the issues and is not
a declaratory ruling. Hopefully, however, you will find the information provided in
this interpretive statement helpful in complying with the provisions of the Act.

77

Phillip T. Ffrangos, Director
Office of Hearings and Legislation

Very tridy yours,

PTF:pk
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August 11, 1978

Mr. Anthony C. Penta, Jr.
3166 City National Bank Building
Detroit, Michigan 48220

Dear Mr. Penta:

This 1s in response to your request for an interpretation of the Campaign
Finance Act ("the Acl"), P.A. 388 of 1976, as amended, concerning filing
locations.

As a candidate for :.dicial office, you are required by Section 36(1) of the
Act (MCLA s 169.234) to file candidate cormittee reports with the Sacretary

of State. You question whether "Secretary of State" means any office of the
Secretary of State, regardless of location in the state.

Rule 169.2 of the General Rules, promulgated by the Secretary of State pursuant
to authority conferred by Section 15 of the Act (MCLA s 169.215) and having
the effect of law, provides the dultiecs and requirements imposed upon Lhe
Secretary of State by the Act and rules may be performed by an agent, and
at a place, designated by the Secretary of State. .

§
The Secrelary of State has designated the Elections Division,‘Campaign Finance

Reporting, Mutual Building, First Floor, P.0. Box 20126, Lansing, Michigan 48901,

as the agent and place for receiving statements and reports requived by the Act
to be filed with the Secretary of State.

Very tr yours,
VAo
/ : ‘W‘—j/)/k
Phillip T. Fnéngos, Director

Office of Hearings and Legislation

%

PTF:pk

M4y A/

o

ey



fe. mm e - R ———— 8 \T’“’” A")’

. Vrereedd LANSING
RICHARD H. AUSTIN . SECRETARY OF STATE Yt Siehiaaa X
| CB;;VLg MICHIGAN 48913
STATE TREASURY BUILDING \Q"""'ﬁ’ffj
agy il

August 11, 1978

Mr. Robert C. Kelly, Treasurer
Friends of John Kelly ’ |
10306 Harvard

Detroit, Michigan 48226

This is in response to your recent letter in which several questions were
raised concerning provisions of the Campaign Finance Act {"the Act"),
P.A. 388 of 1976, as amended, as they impact on a candidate committee.
Your questions are answered in the order they were asked. "

waBiney 10 910G 3yl Aq parnpoaday

1. Must a candidate committee, in filing a statement or
organization, indicate the office sought by the candidate i
if it is unknown at the time the statement is filed? -

A candidate committee does not have to indicate the office sought by a
candidate if the office has not been identified as of the date the state-
ment of organization is filed. The statement has to be amended when the
office is selected.

2. What is the effect of maintaining a candidate committee
for the purpose of placing a person in political office if
'a statement of organization cannot be filed until the office
sought is known?

Your second question indicates you are operating under the incorrect inter-
pretation that a statement of organization cannot be filed by a candidate
committee until the office sought is identified. Section 3 of the Act
(MCLA 8 169.203) states an individual is considered a candidate when he or
she receives a contribution or makes an expenditure even though the specific
elective office is unknown at the time the contribution is received or the
expenditure is made. Section 21 of the Act (MCLA § 169.221) requires an
individual to form a candidate committee within 10 days after becoming a
candidate. Section 24 of the Act (MCLA 8 169.224) requires the candidate
committee to file a statement of organization within 10 days after it 1is
formed.

3. Does the term "political committee" enable formation

of a commitiee to raise funds for a candidate who has not
identified the office he or she is seeking?

MS 4D A/TT
o
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Soction 11 of the Act (iMCLA 5 169.211) defines "political committee" as a
committee which is not a candidate committee, or ballot question committiee.

A committee which is clearly functioning as a candidate committee cannot
rogister as a political committee even though the office sought 1s not known.

4. If the office sought is unknown, ma} the name of a candidate
be deleted from a committee statement required by the Act?

As, indicated previously, the lack of an identified office does not relieve a
candidate committee from filing a required committee statement. However, a

committee may not delete the name of any individual it is supporting merelj

because the office sought is unknown.

5. If a candidate seeks an office other than the one for which
his or her candidate committee filed a statement of organization,
must a new statement be filed?

If the office sought by a candidate is changed, the candidate .committee only
has to amend the originizl statement of organization. The committee does not
have to submit a new statement of organization. It should be noted, however,
Section 21 of the Act requires an individual who is a candidate for more than
one office to form a candidate committee for each office prov1ded at Teast one
of the offices is a state elective office.

6. Would a candidate who amends his or her statement of organization
to reflect a change in the office sought be precluded from receiving
public funds provided the office was one for which funds were available?

Your question is raised because of Section 62 of the Act (MCLA 8§ 169.262) which
states that "only a candidate who established a single candidate committee which
submitted a statement of organization according to procedures established by

law may receive moneys under this act." Presently, the only moneys available
under the Act are for gubernatorial candidates under prescribed conditions.
Urnder normal circumstances, an amendment to a candidate committee's statement

of organization indicating a change of office sought will not be construed as
const1tut1ng more than a single candidate committee.

This response may be considered informational only and not as constituting a
declaratory rullng

Very tridy yours,

Ph1111p Frangos, ;?:jgzzzﬁpﬁ‘ﬂL_’

Office of Hearings and Legislation

PTF:pk
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August 11, 1978

Honorable Warren N. Goemaere
Michigan House of Representatives
72nd District

Capitol Building

Lansing, Michigan 48909

Dear Representative Goemaere:

This is in response to your request for a declaratory ruling concerning the
applicability of the Campaign Finance Act ("the Act"), P.A. 388 of 1976,
as amended, to unspent funds in your candidatc committee.

You state you will not be a candidate for re-election to the House of
Representatives, and you would like to dissolve your candidate committee as
soon as possible after June 6, 1978. The committee has a balance of $549.56
in its account.

You ask whether you can retain this money and declare it as taxable income.
You also would. 1ike to know any other means available to dispose of these
funds.

Section 45 of the Act (MCLA 8§ 169.245) provides that unexpended funds in a
candidate committece which are not eligible for transfer to another candidate
committee of the person shall be given to a political party committee, a tax
exempt charitable institution, or returned to the contributors of the funds
upon termination of the candidate committee. Since you are at the point of
terminating your candidate committee, one of the statutorily prescribed mecans
must be used in disposing of the funds in question. The moneys may not be
retained and declared as taxable income. »
This response constitutes a declaratory ruling concerning the applicability
of the Act to the facts cnumerated in your request.

Lond L
ichard H. Austin
Secretary of State

RHA: pk
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August 11, 1978

Mr. 7olton Ferency

Ferency Campaign Committee
P.0. Box 20

East Lansing, Michigan 48823

Dear Mr. Ferency:

This is in response to your request for a declaratory ruling concerning the

applicability of the Campaign Finance Act ("the Act"), P.A. 388 of 1976, as

amended, to interest earned on public funds received from the state campaign
fund. _

You state that on June 3, 1978, the Ferency Campaign Committee received state
campaign moneys in the amount of $102,103.08. This sum was subsequently
deposited in a separate account in a financial institution previously
designated as the official depository of the campaign in accordance with

the Act. The nature of the account allows deposited moneys to earn interest
attributable to the candidate committee.

You request a ruling as to whether interest earned on moneys received from the
state campaign fund may be retained by the candidate committee and, if so, what
restrictions are placed upon the use of the interest.

Section 21(3) of the Act (MCLA § 169.221) requires a committee to establish an
official depository for all contributions and expenditures of the committee.
Section 66(3) of the Act (MCLA & 169.266) requires a separate account for public
moneys received from the state campaign fund. Section 66(3) states:

"A candidate shall keep those moneys received under this act’
in a separate account. The candidate's qualified expenditures
may be paid from this account unless the account does not have
a balance. An unexpended balance in this account shall be
refunded and credited to the general fund within 60 days after
the election for which the moneys were received. Payment
received from the state campaign fund for expenditures in 1
election shall not be used for expenditures in a subsequent
election.” (Emphasis supplied)

MS ey 187774
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Any unspent moneys in the public account must be returned to the general fund
within 60 days of an election; in short, unspent moneys belong to the people
of the state. Interest will accrue only on those unspent moneys in the .
separate account. Any interest earned must be returned to the state and may
not be spent by the candidate even after exhausting all public moneys
originally granted.

Section 28(1) of the Act (MCLA 8 169.228) states interest received by a committee

on an account consisting of funds belonging to the committee shall not be considered
a contribution to the committee but shall be reported as interest. Although the
interest on public moneys does not belong to the candidate committee, nevertheless
it is not a contribution and must still be reported in the candidate comnittee's
statements as interest. However, interest on public moneys should be distinguished
in the report from interest earned by the candidate committee.

This response constitutes a declaratory ruling concerning the applicability of
the Act to the facts enumerated in your request.

Sincerely,

[ %(M

ichard H. Austin '
Secretary of State

RHA: pk
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August 11, 1978

Honorable Robert F. Brang
District Judge
Seventeenth District
15126 Beech-Daly Road
Redford, Michigan 48239

Dear Judge Brang:

This is in response to your request for an interpretation concerning the
making of certain payments from a petty cash fund in accordance with the
Campaign Finance Act ("the Act“) P.A. 388 of 1976, as amended, You ask
the following questions:

1. May a candidace committee make small cash payments of
approximately $3.00 to youngsters who deliver political
Jiterature to homes?

2. May a candidate committee make cash payments from its
petty cash fund of $10.00 to $15,00 each to a high school
student who delivers political Titerature on election day?

In response to your first question, payments to individuals for the delivery
of political literature constitute expenditures as defined in Section 6 of
the Act (MCLA s 169.206). Consequently, a candidate committee may pay young
people to distribute campaign materials.

With respect to your second question, Section 23 of the Act (MCLA s 169.223)
provides the Secretary of State shall promulgate rules for the withdrawal of ~
funds from a committee account for petty cash expenditures and for keeping
records of the withdrawals. It states further a single expenditure from a
petty cash fund shall not exceed $50,00,

Rule 169.38 of the General Rules, promulgated by the Secretary of State pursuant
to authority conferred by Section 15 of the Act (MCLA s 169,215) and having the
effect of law, provides a petty cash fund shall not be used for payment of
salaries and wages. "Wages" is defined in Black's Law Dictionary (4th Edition
1968) as follows (in part):

"In its legal sense, the word 'wages' means the price paid for
labor, reward of labor, specified sum for a given time of service

or a fixed sum for a specified piece of work. In re Hollingsworth's
Estate, 37 Cal, App. 2d 432, 99 P.2d 599." (Emphasis supplied)

MS—43  18/77) -
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Honorable Robert F. Brang
Page Two

A payment made for services rendered by an employee or worker, regardless
0. the age of the individual or of the amount of the payment, is a wage as
provided in Rule 169.38, and cannot be made, therefore, from the petty cash
fund.

This response may be considered 1nformat1ona1 enly and not as const’ tut1ng
a declaratory ruling.

Very trul

Phillip T. Frangos, Director
Office of Hearings and Legislation

PTF:pk
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August 11, 1978

Mr. Arthur Cartwright
2901 Oakman Boulevard
Detroit, Michigan 48238

Dear Mr. Cartwright:

This is in response to your request for a declaratory ruling concerning the
applicability of the Campaign Finance Act ("the Act"), P.A. 388 of 1976,
as amended, to unspent funds in your candidate committee.

You ask whether you may treat your candidate committee's unspent funds as
personal income, subject to payment of appropriate taxes, since you will
not be seeking re-election and have no campaign debts..

Section 45 of the Act (MCLA & 169.245) provides that unexpended funds in a
candidate committee which are not eligible for transfer to another candidate
committee of the person shall be given to a political party committee, or a
tax exempt charitable institution, or returned to the contributors of the
funds upon termination of the candidate committee. Since you are at the point
of terminating your candidate committee, one of the statutorily prescribed
means must be used in disposing of the funds in question. The moneys may

not be retained and declared as personal income.

This response constitutes a dec?aratory ruling concerning the ava11ab1]1ty
of the Act to the facts enumerated in your request.

ichard H. Austin
Secretary of State

RHA:pk
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August 14, 1978

Mr.

Monte Geralds

28162 Lorenz
Madison Heights, Michigan 48071

Dear Mr. Geralds:

This is in response to your request for a declaratory ruling concerning the
applicability of the Campaign Finance Act ("the Act"), P.A. 388 of 1976,
as amended, to a legal defense fund.

You state you have incurred, and will continue to incur, substantial legal
fees and costs in defending yourself in respect to bar, criminal, and legislative

matters.

which will not be used for any election purpose.

You ask whether a legal defense fund is subject to the provisions of the Act
since the fund may benefit either a member of the liouse or a candidate.

Some friends wish to establish a legal defense fund, the proceeds of

In responding on March 29, 1978, to Ms. Cindy Sage, Treasurer of the Republican
Women's Federation of Michigan ("the RWFM"), as to whether the RWFM must register
and report pursuant to the Act, the Department stated:

"The determination of whether the RWFM is subject to the Act's
provisions is contingent on whether the state organization or
any of the local organizations is a 'committee' as defined in
the Act. Section 3 of the Act (MCLA § 169.203) defines a
‘committee’ as a person who receives contributions or makes
expenditures for the purpose of influencing or attempting to
influence the action of the voters for or against the nomination
or election of a candidate, or the qualification, passage, or
defeat of a ballot question, if contributions received total
$200.00 or more in a calendar year. 'Person' is defined in the
Act as including an association, committee, or any other organi-
zation or group of persons acting jointly."

Similarly, unless your legal defense fund receives contributions or makes
expenditures to influence an election, it is not subject to the reporting
provisions of the Act. However, if any of this money should become utilized

MS 43
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Mr. Monte Geralds
Page Two

influencing or attempting to influence an election, the legal defense fund
shall be subject to registering and reporting pursuant to the Act.

Since your Tletter does not set forth a precise statement of facts as required

by Section 63 of the Michigan Administrative Procedures Act with respect to a
request for a declaratory ruling, this response should be considered informational
as to the interpretation relied upon by the Department in its enforceouent of

the Act.

Phillip T. Prangos, Director
O0ffice of Hearings and Legislation

PTF:pk
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September 20, 1978

Mr. Michael W. Hutson
Hutson, Sawyer, and Chapman
4086 Rochester Road

Troy, Michigan 439098

Dear Mr. Hutsonz j;;

You have requested on behalf of threa candidates a ruling from the Department
concerning the propriety and manner of conducting a joint fundraising event
between or amang the three candidates pursuant to the Campaign Finance Act,
P.A. 388 of 1976, as amended ("the Act").

In addition, you pose a situation where a beneficiary of a joint fundraiser
terminates his or her candidacy during or subsequent to the fundraising
activity. You propose a method whereby this individual may transfer his ar
her portion of the fundraising proceeds to any other candidate committee(s)
benefitting from the joint fundraiser, and seek the Department's interpretation
as to the appropriateness of this method.

A joint fundraising event for candidatas is permissible under the Act if candi-
dates p?anning such an event adhere to the following quidelines. -

A. Prior to the event, an agreement between or among the candidates must
be drarued in writing indicating the following informaticn: o

1. Theexact share of contributions to be assigned to each committee
from contr1butions received from the event.

2. The proportxona] share of expenditures to be delegated to each
committee, The share of expend]tures must be the same as the
share of contributions.

3. Designation of a joint account in a proper depository for deposit -
of all contributions from the joint fundraising event. This account
will constitute a “"secondary depository.™

4. The manner of payment for expenses attributable to the event. For
example, one committee may be designated to pay all expenses for
the event; subsequently, within a designated time, the paying
comnittee will be reimbursed by the other comn1utee(s) Alterna-
tively, each committee may pay its proportiocnate share, as agreed
previously, of each expense as it arises.



Mr. MichaeI'Hutson
Page Two

B. All advertising, either before or at the event, must iaform contridu-
tors of the following:

1. The event is a joint fundraiser. ‘ i;f -
2. The names of the committees and candidates involved.
3. The office sought by each candidate.

4. The agreed share of each contribution to be allocated to each
candidate.

5. The manner of writing checks or other written instruments by the
contributors to the event. For example, the name of each candi-
date receiving a contribution should appear on a written instrument.

C. Recording and reporting of activities relating to a joint fundraiser must
meet all reaquirements of the Act, including provisions governing the
reporting of cantributions and expenditures. The following must also be
performed:

1. Each committee must record the name and address of each contributor
as well as the portion of the contribution received from the con-
tributor. The date of the contribution must also be recorded.

2. Each committee must report the name and address of each contributor
whose portion to the candidate committee exceeds $20.00, including
the date the contribution was made. For example, iT two candidate
committees agree to divide contributions equally, each committee
will report information concerning its half of a contribution

- received from the fundraising event.

3. If the agreement designates a committee to pay all expenses Tor
wnich reimbursement will be provided at a later time by the other
participating committee(s), the designated committee must itemize -

~all expenditures over $50.00 associated with the event. The
“committee must indicate the expenditure was made for a joint fund-
‘raising event. When the committee making the expenditure receives

.. reimbursement, it must report the reimbursement as "ather receipts"”

in connection with a joint fundraiser. If a committee is gbligated
to make reimbursement, it must report the total reimbursement as an
expenditure. [n addition, each expenditure over $50.0C that is
included within the total reimbursement must be itemized.

4. If it is agreed in writing that each committee will pay its propor-
Lionate share as each expenditure arises, each committee shall
1temize its share of the expenditure if that share exceeds $50.00.
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Mr. Michael Hutson
Page Three

5. Each committes must complete a fundraiser schedule, whnich reports
only the amounts received by each committee and not the total
amount. The schedule should clearly identify the event as a joint
fundraiser with the other named candidates.

6. FEach committee must amend its statament of organfzatich to reflect
establishment of the secondary depaository.

It should be stated that Section 44(2) of the Act (MCLA 8 169.244) prohibits a
candidate committee from making a contribution toc another candidate committee.
Consequently, it 1s imperative that no candidate bear a disproportionate share
of the expenses for an event. Such a disproportionate share could constitute
an illegal contribution to each of the participating candidate committees.
Reimbursement must be made promptly within the period specified in the written

agreement.

All persons making a contribution in connection with the event must make a
contribution to each of the participating candidate committees in the ratioc
publicized to the contributors. Those individuals who chose to allocate their
contributions differently may not do so in connection with the joint fundraiser.
The above requirements will assure that each contributor knows exactly where his
or her contribution is directed, thereby aveoiding possible commingling of contri-
butions and aveiding violation of any applicable contribution limits.

Each candidate committee must treat the gross amount of each proportionate share
of a contribution as.a reportable contribution and not merely the net proceeds

after deducting expenses.

The previously mentioned joint bank account must meet the requirements of a
secondary depository, i.e., it must be used for the sole purpose of depositing
contributions with their prompt transferral to each committee's official
depositary pursuant ta Section 21(3) of the Act (MCLA § 169. 221) Expenditures
may not be made from the secondary depasitory. B

In your letter, you indicated that one of the candidates benefitting from the
joint fundraiser may decide not to run for reelection after the affair or in
the course of raising funds for the event. You suggest the passibility of

that individual creating an officeholder expense fund, with the intention of
transfarring to it all funds raised by that individual's candidate committee.
Subsequently, all moneys in the officehalder expense fund would he contributed,
under your propesal, to the two other candidate committees.

This proposal does not meet the requirements of the statute. Employing the
subtertuge of first passing the moneys through an officeholider expense fund
violates the prohibition in Section 44(2) against transferring moneys from ane
persan's candidate committee to another person's candidate committee. Funds in

a terminated candidate committee's account can be transferred only as provided

in Section 45 of the Act (MCLA § 169.245), i.e., they shall be given to a
political party committee, or to a tax exempt charitable institution, or returmed
to the contributors of the moneys.
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Since your inquiry was not supported by the precise statement of facts regquired
by Section 63 of the Michigan Administrative Procedures Act (MCLA s 24.263)

which establishes the criteria for requesting the issuing a declaratory ruling
this response may be considered as informational only and not as consthuuwng ’

a declaratary ruling.

Phillip T. Prangos, Director
Office of Hearings and Legislation

PTF:pk
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September 27, 1978

Mr. E. James Barrett, Treasurer

Michigan Business Political Action Committee
501 South Capitol Avenue .
Lansing, Michigan 48933

Dear Mr. Barrett:

This is in response to your request for a declaratory ruling concerning the
applicability of the Campaign Finance Act, P.A. 388 of 1975, as amended
("the Act"), to receipt by a separate segregated fund of an unsolicited
contribution from another separate segregated fund.

You state the fellowing factual situation:

"On January 19, 1978, the M}ch1gaﬁ Business Political Action Committes,
a separate segregatnd fund of the Michigan State Chamber of Commerce,
501 South Capitol Avenue, Lansing, Michigan 48333, deposited into

its campaign depository a $500 contribution from the JSJ Palitical
Action Committee, a separate segregated fund of the JSJ Corporation,
715 Robbins Road, Grand Haven, Michigan 49417. This contribution hnas
since been reported on the campaign statements required of both
committees under the provisions of the Act.“

You indicate you are aware that on July 20, 1978, Attorney General Frank J. Kelley
in OAG No. 5344 stated: "A separate segrega*eﬂ fuqﬂ established by one corporation
may not contribute to a separate segregated fund established by ancther ”orHo~at"o
Howaver, you disagree with the Attorney General's 1rterp*a,at10n and reguest tine
Department to issue a declaratory ruling which reaches a conclusion onpesite to that
stated by the Attorney General.

Section 55 of the Act (MCLA § 153.253) provides

“(1) A corporation or joint stock company formed under the Taws of

this or another state or foreign country may make an expenditure for

the establishment and administration and solicitation of contributions
to a separate segregated fund to be used for political purposes. A fund
established under this section shall be limited to making contributicns
to, and expenditures on benalf of, candidate committees, ballot guestion
committees, political party committees, and independent committees.

(2)  Contributions for a fund estabiished by a corporation or joint
stock company under this section may be solicited from any of the following
persons or their spouses:
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(a) Stockholders of the corporation.
(b) Officers and directors of the corporation.

(c) Employees of the corporation who have palicy making, managerial,
professional, supervisory, or administrative nonclerical responsibilities.

(3) Contributions for a fund established under this section by a corporation
which is nonprofit may be solicited from any of the following persons or their

spouses:

(a) Members of the corporation who are individuals.
. (b) Stockhclders of members of the corporation.
(c) OFfficers or directors of members of the corporation.

(d) - Employees of the members of the corporation who have policy making,
managerial, professional, supervisory, or administrative nonclerical

responsibilities.

(4) Contributions shall not be obtained for a fund established under this
section by use of coercion, physical force, or as a condition of employment
or membership or by using or threatening to use job discrimination or financial

reprisals.

(5) A person who knowingly violates this section is quilty of a felony and
shall be punished by a fine of not more than $5,000.00 or impriscned for not
more than 3 years, or both, and if the person is other than an individual,
the person shall be fined not more than $10,000,00.

You maintain a strict reading of Section 55 of the Act (MCLA § 169.255) clearly
indicates a separate segregated fund is not prohibited from making a contribution
to another separate segregated fund provided the recipient fund did not solicit the
contribution and is an "1ndependent committee” under the provisions of the Act.

You argue the limitations found in Section 55(2) and (3) are on solicitations made
by a separate segregated fund beyond the persans or spouses enumerated in the Act.

In your letter it is indicated that at no time prior to receiving the contribution
did the Michigan Business Political Action Committee solicit a contribution on its
behalf from the JSJ Political Action Comnittee. The Michigan Business Political
Action Committee, in addition to being a separate segregated fund, was a fully
registered and qualified "1ndependent committee" under the provisions cutlined in
Sactlon 3(2) of the Act (MCLA § 169.208) as of January 19, 1978. Therefore, you
argue the JSJ Political Action Committee was clearly operating under the provisions
of Section 55(1) when it made a contribution to the Michijan Bus1ness Political

Action Committee.
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It is your contention the Attorney General in his opinion confuses the limits an
solicitation with an ability to contribute. VYou ask the Department to issue a
declaratory ruling to the effect that as a separate segregated fund, the Michigan
Business Political Action Committee was operating within the law when it accepted
the unsolicited contribution of the JSJ Political Action Committee.

The Michigan Supreme Court in Traverse City School District v. Attorney Gereral,

185 N.W. 2d 9, 384 Mich 390 (1971), stated tnat "Aithough an opinion of

the Attorney General is not a binding interpretationof the law which courts must
follow, it does command the allegiance of state agencies.” Consequently, concerning
the specific factual situation you present, the Michigan Business Political Action
Committee must return the $500 contribution to the JSJ Political Action Committee,
since a separate segregated fund is prohibited from contributing to ancther separate

segregated fund.

This response constitutes a declaratory ruling concerning the applicability of the
Act to the specific factual situation enumerated in your request.

Sincerely,

ichard H. Austin
Secretary of State

RHA:pj
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September 27, 1978

Mr. Carl Smith, Jr.
LAW-PAC

P.0. Box 489

Bay City, Michigan 48707

Dear Mr. Smith:

This is to respond to your June 30, 1978, request for a ruling concerning the
applicability of the Campaign Finance Act, P.A. 388 of 1976, as amended
("the Act"), to a separate segregated fund of a nonprofit corporation.

You state the following factual situation:

"The State Bar of Michigan maintains a duly registered political
action committee. It is a non-profit corporation segregated
fund.

"There are some 75 to 100 local bar associations within Michigan
which are unincorporated associations. Lawyers belaong to these
local bar associations and the dues money collected by those
local bar associations consist mainly of non-corporate checks,
but there are a few professional corporation checks.

"The question which we have is, can these local bar associations
make contributions in their own name to the State Bar segregated
fund using the monies from their treasury? If there is pollution
of the local bar association revenues by the professional
corporation checks, can this pollution be cured by segregating
into two bank accounts the dues money? In other words, bank
account #1 will have deposited into it only professional corpora-
tion checks and bank account #2 will have deposited into it only
non-corporate checks. The contributions will be made by the
association to the State Bar of Michigan's segregated fund only
from the non-corporate check funds."

Section 55 of the Act (MCLA § 169.255) provides (in part):

(1) A corporation of joint stock company formed under the laws

of this or another state or foreign country may make an expendi-

ture for the establishment and administration and solicitation

of contributions to a separate segregated fund to be used for
political purposes. A fund established under this section shall

be 1imited to making contributions to, and expenditures on behalf

of, candidate committees, ballot question committees, political party
committees, and independent committees.

MS 49 8/7M
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(2) Contributions for a fund established by a corporation or joint
stock company under this section may be solicited from any of the
following persons or their spouses:

(a) Stockholders of the corporation.

(b) Officers and directors of the corporation.

(c) Employees of the corporation who have policy making, managerial,
professional, supervisory, or administrative nonclerical responsibilities.

(3) antributioqs for a fund established under this section by a corporation
which is nonprofit may be solicited from any of the following persons or their

spouses:
(a) Members of the corporation who are individuals.
(b) Stockholders of members of the corporation.

(c) Officers or directors of members of the corporation.

(d) Employees of the members of the corporation who have policy making,
managerial, professional, supervisory, or administrative nonclerical
responsibilities.”

Section 55 permits a corporation to make an expenditure for the establishment,
administration and solicitation of contributions to a separate segregated fund

to be used for political purposes. The statute expressly relates persons who

may be solicited for contributions to a fund to the corporation which established
the fund.

The Attorney General discussed the establishment of a separate segregated fund
by a corporation in Opinion of the Attorney General, OAG No. 5344, issued

July 20, 1978. In addressing the question as to whether a separate segregated
fund established by one corporation may contribute to a separate segregated fund
established by a second corporation, the Attorney General ruled in the negative.
This conclusion was based on the statutorily restricted sources of contributions
to a fund, i.e., shareholders, officers and directors, and managerial and super-
visory employees of the corporation which establishes the fund. The Attaorney
General stated: "No other person, except spouses of the faregoing individuals,
may contribute to the 'separate segregated fund'.” In the instance of a fund
established by a nonprofit corporation, contributions may be received from members
of the corporation who are individuals and their spouses.

Consequently, it is possible that local bar associations may not contribute any
funds, regardless of their scurce, to LAW-PAC. The latter is statutorily restricted
as to its source of funds to those provided in Section 55(3) of the Act. However,
before answering this question definitively, additional information, which was not
praovided in your letter, is necessary.
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This response may be considered as informational only and not as constituting
a declaratory ruling.

Phillip T. Ffangos, Director
Office of Hearings and Legislation

PTF:pJ
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September 28, 1978

Mr. William F. MclLaughlin

Michigan Republican State Committee
223 N. Walnut

Lansing, Michigan 48933

Dear Mr. Mclaughlin:

This is in response to your request for an interpretation of the Campaign
Finance Act, P.A. 388 of 1976, as amended ("the Act").

Specifically, your question is:

"What is the limitation for each election on contributions by a
state committee of a political party of a candidate for the
office of governor who has elected to receive public funds
pursuant to sections 61 to 71 of the Act? (You ask the same
question as it relates to congressional district and county
committees of political parties).”

Your question was answered in the June, 1978, edition of Bulletin. Your
attention is directed to page 5 of the pamphlet, a copy of which is enclosed.

The applicable contribution lTimits with respect to a gubernatorial candidate

who has received public funds under the Act are set forth in Section 69 of the

Act (MCLA % 169.269). Thus the state central political party commitiee may
contribute a maximum of $250,000.00, and a district or county political party
committee may contribute a maximum of $10,000.00, in the primary election to a
gubernatorial candidate who has accepted public funds. In the general election,
the state central political party committee may contribute $250,000.00, and a

local political party committee may contribute $10,000.00 to the party's candidates
for Governor and Lt. Governor, who are treated as one candidate for purposes of
the general election.

.

Yery tryly yours,

Director :

Phiilip T. fangos,
O0ffice of Hearings and Legislation

PTF:pJ
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September 29, 1978

Mr. Wallace G. Long
Fitzgerald for Governor
2000 First Federal Building
Detroit, Michigan 48226

Dear Mr. Long:

This is in response to your inquiry of August 14, 1978, concerning transfer by
a gubernatorial candidate committee of debts and assets from the primary to the
general election consistent with the provisions of the Campaign Finance Act,
P.A. 388 of 1976, as amended (“the Act").

You are aware the Department issued guidelines to the several gubernatorial
candidate committees prior to the August, 1978, primary election concerning the
impact of reporting requirements and expenditure limitations on goods and services
purchased prior to the primary election but used also for the general election.
The guidelines stated goods and services, with a value of $109.00 or more, pur-
chased prior to the primary election but used or distributed after the primary
election are goods or services attributable to the general election. In additicn,
the guidelines provided that if the expenditure was reported previously as a
primary election expenditure, it should be reported subsequently as an expenditure
for the general election at the market value on August 9, 1978, and expenditures
for the primary election reduced by the same amount.

In view of these guidelines, you ask whether the candidate committee may use
general election moneys to purchase for use in the generai election assets which
were purchased prior to the primary. VYou indicate actual purchases may include
the takeover of telephone deposits made during the primary for telephones kept in
activity through the general election, office space security deposits, surplus
posters or buttons used in both the primary and general elections, and commercial
film or tapes to be used for broadcast in the general election.

The Department permits purchases of this type pursuant to the following guidelines:
1) Assets may only be bought and soid at the market vaiue prevaiiing

on August 9, 1978. Market value is the amount which could usually
be received in the open market for the gcods.

A543 8/77 o
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2) The purchase and sale of assets must be reported accordingly and
attributed to the appropriate election spending Timits. Adjustment
must be made for the value of assets used in both the primary and
general elections.

3) Payment for the assets may not exceed legitimate debts.

4) If an asset being liquidated was purchased with public funds, the
proceeds must be deposited in the public fund account of the committee.

5) If an asset being liquidated was purchased with private funds, the
proceeds must be deposited in the official account of the committee.

Section 66(3) of the Act (MCLA S 169.266) provides "Payment received from the
state campaign fund for expenditures in 1 election shall not be used for
expenditures in a subsequent election." This provision restricts a guber-
natorial candidate involved in a prior election where that candidate received
public funds from transferring those funds to a subsequent election thereby
creating an unfair advantage in the amount of public funds available to the
candidate. The procedure outlined above will not create an unfair advantage
since an equal exchange in value has been provided between the primary and
general elections. '

In view of the fact your letter was general in nature and Tacked the specificity
required by Section 63 of the Michigan Administrative Procedures Act {MCLA 8 24.263)
which establishes the criteria for requesting and issuing a declaratory ruling, \
this response may be considered as informational only and not as constituting a

declaratory ruling.
Very tpuly yours,

Phillip T. Frangos, Director
Office of Hearings and Legislation

PTF:pj]
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September 29, 1978

Mr. William R. Ralls

Xemp, Klein, Endelman & Ralls
3000 Town Center, Suite 2700
Southfield, Michigan 48075

Dear Mr. Ralls:

This is in response to your request for a ruling by the Department concerning
the deadline before which a gubernatorial committee may file an application
for public funds available under the Campaign Finance Act, P.A. 388 of 1976,
as amended ("the Act"), to retire a debt incurred in the primary election.

Section 61(4) of the Act (MCLA 8 169.261) provides (in part):

"An amount equal to the cumulative amounts designated under
subsection (2) each year shall be appropriated annually from the
general fund of the state to the state campaign fund to bz avail-
able beginning January 1 and continuing through Decemcer 31 of

each year in which a governor is elected. The amounts appropriated
under this section shall not revert to the general fund but shall
remain available to the state campaign fund for distribution without
fiscal year limitation except that any amounts remaining in the
state campaign fund on December 31 immediately following a guber-
natorial general election shall revert to the general fund."
(Emphasis supplied)

Section 61(4) indicates the moneys in the State Campaign Fund are available from
January 1, 1978, through December 31, 1978, when moneys remaining in the State
Campaign Fund revert to the General Fund. The Act does not contain language
limiting application during this period to a candidate in either the primary or
general election. It appears a gubernatorial candidate committee in either the
primary or general election may validly apply for public funds and receive moneys
throughout 1978 provided the committee is eligible for funds.

Section 66(3) of the Act (MCLA 3 169.266) states "an unexpended balance in this
account shall be refunded and credited to the general fund within 60 days after

the election for which the moneys were rece’ved." The "sccount" ta which reierencea
is made 1s the separate account a gubernatorial candidate comnititee must maintain
for moneys received from the State Campaign Fund.
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The impact of Section 66(3) is upon funds received by the gubernatorial
candidate committee from the State Campaign Fund, which remain unspent 60

days after the election for which the moneys were received. Money is con-
sidered spent upon incurrence of a debt pursuant to the making of an expenditure
as defined in Section 6 of the Act (MCLA § 169.206). Consequently, a candidate
who has debts incurred in an election may continue to apply for public moneys,
even after the 60-day period, provided the funds in the State Campaign Fund
have not reverted to the General Fund because of the December 31 deadline.

The gubernatorial candidate committee must provide proof of qualifying con-
tributions (in the case of the primary election) and must apply the moneys
received only against qualified campaign expenditures. The commitice may
receive funds only to the limits authorized by the Act.

Accordingly, your gubernatorial candidate committee may apply to receive public
moneys, for which it qualifies, to retire debts validly incurred in the August,
1978, primary election. Application for the public moneys, which will be avail-
" able through December 31, 1978, must be made a reasonable time prior to that
date to permit approval and processing. Moreover, in the period prior to
December 31 but subsequent to 60 days after the primary election, the Department
will require proof from the committee that moneys applied for are dxrected to
and not in excess of qualified campaign expendltures

This response constltutes a declaratory ruling concerning the applicability of
the Act to the specific factual situation described in your request.

Sinc 1y,

Richard H. Austin
Secretary of State

RHA:pJ



