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January 2 3 ,  1980 

Mr. Edward Chniel e?/s ki 
ZOb South Harrison 
Saginarv, lslichigan 38632 

Dear Mr. Chmielewski: 

This i s  in response t o  your inquiry concerning the Campaign Finance Act ( " t h e  Act") ,  
1976 P . A .  388, as amnded,  with resp3ct t o  d isbursments  from an off iceholder  expens? 
fund f o r  the purpose of becoming a  ;ember of a  i r a te rna i  organization. 

Spec i f i c a l l y ,  you ask whether an officeholder expense fund may be used f o r  t he  purpose 
of jo ining a  f r a t e rna l  organizat ion.  

I I 

Sect ion 49 of the Act ( K L A  9169.249) authorizes an elected pub1 i c  o f f i c i a l  t o  
e s t ab l i sh  an off iceholder  expense fund. The fund may be used fo r  expenses incident;: 
to  the  person 's  o f f i c e .  The fund aay not be used t o  make contr ibut ions  and expendi- 
tu res  to f u r t he r  the nomination c r  e lec t ion of t ha t  public o f f i c i a l .  

I n  a  March 2 1 ,  1978,  l e t t e r  t o  Representative Raymond W. Hood as  t o  whether o f f i c e  
holder expense fund nonie; may be used t o  pay fo r  the sponsorship of a  baseball tea?,  
the Department s t a t e d ,  " I t  has not seen uncoanon f c r  an e lected pbblic o f f i c i a l  cs 
sponscr a t h l e t i c  t ~ ~ i ~ s .  I t  may be obsi3rvc3d t h ; Z  t h ?  iz?xpe::diturc oF c:c:;i?s f o r  t i l t s  
pur-pose by an off icehold2r  i s  o f t23  nscassi tated by, and therefore  i i lc ia . ; l \ t~ i  t o ,  t i l e  

pcrso :~  ' s  o f f i c e .  Consequently, ftinC: in you? officehol dzr exFense f u n d  c a y  5 2  used 
f o r  sponsorship of a  baseball team." 

In a  Plarch 21 , 1975, response t o  Senat3r Kerry Karner as t o  vrhether an officehoi der 
expense fund could be used t o  finance 2 d i s t r i c t  o f f i c e  t o  be used for Senate business ,  
the Department in allowing the disbursement reasoned t ha t  " i t  i s  the obligation of 
an e lec ted public o f f i c i a l  t o  serve el ' fect ively his  or her ccns t i tuenrs .  The ?ro- 
viding of gov f rn~en t a l  services  and inior3ation t o  the e l e c to r a t2  is  an in tegral  pa r t  
of an o f f i c e h ~ l d e r ' s  du t ies  and r e spcns ib i l i t i e s . "  

in y e t  another Marcn 2 1 ,  1978, r2s;cnse to Senator Gary G .  Corbin, who asked whether 
t i c k e t s  t o  o thzr  candidates fundraisers could be purchased \with monies frcrn an 
o f f i c e h o l d e ~ ' ~  expense fund, the b p a r t ~ e n t  s t a t e d ,  " I t  hss been custom and t r a d i i i c c  
f o r  incumbenr public o f f i c i a l s  t o  ~ u r c h a s e  t i cke t s  to the f u n d ~ a i s z r s  of o ther  
candidates f o r  poi i  t i c a l  c ~ f f i c e .  I n d e e d ,  i t  nay be s ta ted  the expznditure of ysnies 
f o r  t h i s  pui-pose by an  elected p u b l i c  o f f i c i z l  i s  often n ~ c e s s i t a t e d  b ;~ ,  and t hewfo re  
incidenta l  t o ,  the 7e rson ' s  o i f i c e .  " 

In each c f  thes? e:tzrr:plss, t h e  c ~ r ; . ~ : :  cner;;e in perzi t t i c g  the ciisburselnent i s  ti7.z . , , .  , . , . .  tile e;ip?nse ; -; -,;-as; ~i 9 1 ~  ? as;scia:?c :.!? ;h or neces:;: t a t &  b y ,  zrid t ierefor-2 
L I incidefital t9, ~ n e  ::glding o f  p : ~ b :  l c  ~ f f i c e .  The joinin? 9f s f ra ternal  or,;anizaticn 

. . 
is'- Jn- a c t i v i  ti -.n:;ar;?j ; f ,  5j ~ e ~ c s n s  ;insthet- tney a?.? o-fflcehoiders or riot. 
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While invoivefient in an organization may fu r the r  an o f f i ceho lder ' s  contact  
with the community, i t  should be noted t ha t  joining such organizations a l so  
develops and enhances social  re la t ionships  which have l i t t l e  o r  nothing t o  do 
with holding pub1  i c  o f f i c e .  Consequently, in order t o  use o f f i cho lder  expense 
fund monies f o r  rnemb2rship dues or other organizational f e e s ,  i t  must be de te r -  
mined t ha t  joining a  pa r t i cu l a r  o r g a n i z a t i ~ n  i s  incidental t o  the  person 's  o f f i c e .  

This l e t t e r  i s  informational only and does n o t  cons t i tu te  a dec la ra to ry  rul ing. 

Very t r u l y  yours,  

Office o f  Hearings & Legisl t ion 



~ I C H I G A N  D E P A R T M E N T  O F  S T A T E  
- 

RICHARD H. AUSTIN SECRETARY OF STATE -- 

STATE T R E A S U R Y  BUILDING 

January 2 9 ,  1980 

Mr. Gene E .  Overbeck, Chairman 
American Airlines Pol i t ical  Action Commi t t ee  
P. 0. Box 61616 
Dallas Fortworth Ai rport ,  Texas 75261 

Dear Mr. Overbeck: 

This i s  in response to your request fo r  a declaratory ruling concerning 
the appl icabi l i ty  of the Campaign Finance Act ("the Act"),  1976 PA 388, 
as amended, to  your Committee, which i s  an out-of-state pol i t ica l  action 
committee registered with the Federal Election Commission. You inquire 
as to  whether American Airlines P . A . C .  must also reg is te r  with the 
Michigan Department of State  in order to make contributions to  candidates 
for  a non-federal Michigan of f ice .  

You indicate tha t  American Airlines P . A . C .  i s  resistered with the F . E . C . ,  
has suppot-ted various federal candidates i n  the pdst,  a n d  now desires to 
support candidates for  s t a t e  offices i n  t4ichig;ln. You point out a pcssible 
conf l ic t  between sections 3 ( 4 ) ,  4 ( 1 )  a n d  28(3) of the Act. You note that  
an interpretat ion of section 28(3) which wotll d permit contributions by 
cormittees such as yours without complying with the regis t rat ion and 
other requirenents of the Act "could be construed as being inconsistent 
with the regis t rat ion and reporting scheme outlined by the Act." 

In an advisory opinion ( A . O .  #1975-59, dated November 13, 1975) the Federal 
Electi.on Commi ssion ruled that  the s t a t e  central committee may receive corporate 
contributions and use them for s t a t e  candidates only where such candidates a re  
permitted by s t a t e  law to  receive such contributions. O f  significance in 
reso1vi.ng the problem you posed i s  the statement by the F . E . C .  that  the 
matter of making contributions to  or  expenditures on  behalf of s t a t e  candidates 
"is a matter governed by s t a t e  law." (40 F . R .  53722, November 19, 1975) 

The F. E . C .  c lear ly  be1 ieves s t a t e  election requirements are  a proper subject 
for  s t a t e  law to control.  I n  reviewing Mi.chi,gan law which may impinge upon 
the issues presented, one should be aware of Rule R169.27, which provides: 

" A  committee supporting a candidate for  federal of f ice  
and a candi,date fo r  of f ice  in th i s  s t a t e  shall  f i l e  a 
statement of organizati,on for  the committee of the 
candidate for  o f f i ce  in th is  s t a t e . "  
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I t  i s  d i f f i c u l t  f o r  a  s t a t e  agency, o p e r a t i n g  under t h e  l i m i t a t i o n s  imposed 
by  s t a t e  law, t o  p l a c e  mandatory f i l i n g  o r  o t h e r  requ i rements  upon o u t - o f -  
s t a t e  c o r p o r a t e  P.A .C.  I s .  F o r  t h i s  reason, t h e  L e g i s l a t u r e  i n c l u d e d  s e c t i o n  
42 (2 )  i n  t h e  Ac t .  T h i s  s e c t i o n  p rov i des  : 

" A  c o n t r i b u t i o n  o f  $20.01 o r  more f r om a  commit tee o r  
person whose t r e a s u r e r  does n o t  r e s i d e  i n ,  whose p r i n c i p a l  
o f f i c e  i s  n o t  l o c a t e d  i n  o r  whose funds a re  n o t  k e p t  i n  
t h i s  s t a t e ,  s h a l l  n o t  be accepted by a  person f o r  
purposes o f  s u p p o r t i n g  o r  oppos ing cand ida tes  f o r  
e l e c t i v e  o f f i c e  . . . un less  accompanied by a  s ta tement  
c e r t i f i e d  as t r u e  and c o r r e c t  by  an o f f i c e r  o f  t h e  
c o n t r i b u t i n g  commit tee . . . s e t t i n g  f o r t h  . . . 
c e r t a i n  i n f o rma t i on . "  

The same s o r t  o f  i n f o r m a t i o n  i s  r e q u i r e d  by  s e c t i o n  28 (3 )  t o  accompany a  
campai gn s ta temen t  r e p o r t i n g  t h e  r e c e i p t  o f  a  c o n t r i b u t i o n  f rcm o u t s i d e  
t h i s  s t a t e .  Through these enactments,  M ich igan  exe rc i ses  i t s  a u t h o r i t y  ove r  
t h e  r e c i p i e n t s  o f  such c o n t r i b u t i o n s ,  r a t h e r  than  t h e  c o n t r i b u t o r s  themselves. 
C o m i  t t e e s  may n o t  accep t  c o n t r i b u t i o n s  f r om o u t - o f - s t a t e  commit tees un less 
c e r t a i n  c o n d i t i o n s  a re  met and c e r t a i n  i n f o r m a t i o n  i s  p rov i ded .  These a r e  
n o t  r e g i s t r a t i o n  o r  " f i l  i n s "  requ i rements  b u t  " t r a c k i n g "  requi rements .  

S e c t i o n  2 4 ( 1 )  r e q u i r e s  t h a t  a "commit tee"  f i l e  a s ta tement  o f  o r g a n i z a t i o n  
w i t h  t h e  a p p r o p r i a t e  f i  1  i n g  o f f i c i a l .  "Co~n l i  tt,eeU i s  d e f i n e d  by s e c t i o n  
3 ( 4 )  as meaning: 

" ( A )  person who r c c e i  vcs c o r l t r i  b u t i o n s  o r  makes expendi  ~ u r e s  
f o r  t h e  purpose o f  i t i i l u e n c i n g  o r  d t t e i i i p t i ng  t o  in f luer lcc? 
t h e  a c t i o n  o f  t h e  v o t e r s  f o r  o r  a g a i n s t  t h e  n o i ~ i i n a t i o n  o r  
e l e c t i o n  o f  a  cand ida te ,  o r  t h e  q u a l i f i c a t i o n ,  passage, o r  
d e f e a t  o f  a  b a l l o t  ques t i on ,  i f  c o n t r i b u t i o n s  r e c e i v e d  
t o t a l  $200.00 o r  more i n  a  ca l enda r  y e a r  o r  expend i t u res  
made t o t a l  $200.00 o r  more i n  a  ca l enda r  y e a r  . . . " 

"Person" i s  d e f i n e d  i n  s e c t i o n  l l (1)  t o  i n c l u d e :  

" ( A )  bus iness ,  i n d i v i d u a l  . . . j o i n t  ven tu re  . . . b u s i -  
ness t r u s t  . . . company, c o r p o r a t i o n ,  a s s o c i a t i o n ,  
commit tee, o r  any o t h e r  o r g a n i z a t i o n  o r  group o f  persons 
a c t i n g  j o i n t l y . "  

C l e a r l y  a  "person"  as d e f i n e d  above which "makes expend i t u res  f o r  t h e  
purpose o f  i n f l u e n c i n g  o r  a t t e m p t i n g  t o  i n f l u e n c e  t h e  a c t i o n  o f  t he  v o t e r s  
f o r  o r  a g a i n s t  t h e  nom ina t i on  o r  e l e c t i o n  o f  a  cand ida te  . . . if expendi -  
t u r e s  made t o t a l  $200.00 o r  more i n  a  ca l enda r  y e a r  . . ." i s  a committee, 
and i s  r e q u i r e d  t o  con~p l y  w i t h  s e c t i o n  24(1 )  and f i l e  a  s ta tement  o f  
o r g a n i z a t i o n .  I t  i s  a l s o  r e q u i r e d  t o  coinply w i t h  t he  p e r i o d i c  f i l i n g  
r e q u i  rements o f  t h e  Ac t .  
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' 

The Act also includes a ser ies  of provisions controll ing and 1 imiting 
corporate par t ic ipat ion in Michigan elections in section 54 of the Act. 
Section 55 of the Act permits a corporation to  make expenditures of 
corporate funds for  the: 

"Establishment and administration and so l i c i t a t ion  
of contributions to  a separate segregated fund to be 
used for  pol i t i ca l  purposes. " 

Based upon the information you have provided, i f  your par t icu lar  en t i ty  
f a l l s  within the above def in i t ions ,  i t  will be required t o  reg is te r  and 
made periodic f i l i ngs  with the Michigan Department of S ta t e  so long as 
i t  supports candidates (as defined a t  section 3(1) of the Act) in this  
s t a t e  to  the extent provided in section 3 ( 4 ) .  

This response const i tutes  a declaratory ruling concerning the appl icabi l i ty  
of the Act to  the specif ic  statenlent of fac ts  presented. 

Sincerely, 

- . 
Richard H. Austin 
Secretary of State  



M I C H I G A N  E E P A R T M E N T  O F  S T A T E  

RICHARD W .  AUSViN 0 SECRETARY OF STATE 
M I C H I G A N  4 8 9 1  a 

STATE TREASURY BUILDING 

January 29, 1980 

Mr. Gene E. Overbeck, Chairman 
American Ai r l  ines Pol i  t i  cal Action Committee 
P. 0. Box 61616 
Dal 1 as Fortworth Ai rport , Texas 75261 

Dear Mr. Overbeck: 

T h i s  is i n  response to  your request for  a declaratory ruling concerning 
the appl icabi l i ty  of the Campaign Finance Act ("the Act"), 1976 PA 388, 
as amended, to  your Committee, which i s  an out-of-state pol i t ica l  action 
committee registered with the Federal Election Commission. You inquire 
as to  whether American Air1 ines P . A . C .  must also reg is te r  w i t h  the 
Michigan Department o f  State in order to  make contributions t o  candidates 
f o r  a non-federal Michigan off ice.  

You indicate tha t  American Airlines P . A . C .  f s  registered with the F. E . C . ,  
has supported various federal candidates in the past,  and n o w  desires t o  
support candidates for  s td te  offices in Michigan. You point o u t  a possible 
conf l ic t  between sections 3 ( 4 ) ,  4 ( 1 )  a n d  28(3) of the Act. You note t h a t  
an interpretat ion of section 28(3 )  wh ich  would permit contributions by 
committees such as yours without complying with the regis t rat ion and 
other requirements of the Act "could be construed as being inconsistent 
w i t h  the registration and reporting scheme out1 ined by the Act." 

I n  an advisory opinion (A.O.  #1975-59, dated November 13, 1975) the Federal 
Electi.on Commission ruled tha t  the s t a t e  central committee may receive corporate 
contributi~ons and use them for  s t a t e  candidates only where such candidates a re  
permitted by s t a t e  law to receive such contributions. O f  significance in 
resolving the problem you posed i.s the statement by the F.E.C.  tha t  the 
matter of making contributions to  or expenditures on behalf of s t a t e  candidates 
" i s  a matter governed by s t a t e  law." (40 F.R. 53722, November 19, 1975) 

The F . E . C .  c lear ly  believes s t a t e  election requirements are a proper subject 
for  s t a t e  law to  control. In reviewing Mi.chi~gan lqw which may impinge upon 
the i,ssues presented, one should be aware of Rule R169.27, which provides: 

"A committee supporting a candidate for  federal of f ice  
and a candi,date for  off ice in th i s  s t a t e  shal l  f i l e  a 
statement of organizati,on for the committee of the 
candi,date fo r  offi,ce i.n this  s t a t e . "  
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I t  i s  d i f f i c u l t  for  a s t a t e  agency, operating under the limi taiions imposed 
by s t a t e  law, to  place mandatory f i l i ng  o r  other requirements upon out-of- 
s t a t e  corporate P.A.C.  Is. For th i s  reason, the Legislature included section 
42(2) in the Act. This section provides: 

"A contribution of $20.01 or  more from a committee o r  
person whose t reasurer  does not reside i n ,  whose principal 
of f ice  i s  not located in or  whose funds are not kept in 
th i s  s t a t e ,  shall  not be accepted by a person for  
purposes of supporting o r  opposing candidates for  
e lect ive off ice . . . unless accompanied by a statement 
ce r t i f i ed  as t rue and correct by an o f f i ce r  of the 
contributing committee . . . se t t ing  for th . . . 
certain information." 

The same s o r t  of information i s  required by section 28(3) t o  accompany a 
campaign statement reporting the receipt of a contribution from outside 
t h i s  s t a t e .  Through these enactments, Mi chi gan exerci ses i t s  authority over 
the recipients of such contributions, ra ther  than the contributors themselves. 
Committees may not accept contributions from out-of-state committees unless 
cer tain conditions are  met and certain information i s  provided. These are  
not regis t rat ion o r  " f i l ing"  requirements b u t  "tracking" requirements. 

Section 24(1) requires that  a "committee" f i l e  a statement of organization 
with the appropriate f i l i n g  o f f i c i a l .  "Commi t tee"  i s  defined by section 
3 (4 )  as meaning: 

" ( A )  person who recei ves con tri buti ons o r  makes expendi tures 
for  the purpose of influencing or atteiiipting to  influence 
the action of the voters for  o r  against the nomination or 
election of a candidate, or  the quali-fication, passage, o r  
defeat of a ba l lo t  question, i f  contributions received 
total  $200.00 o r  more in a calendar year o r  expenditures 
made to ta l  $200.00 o r  more in a calendar year . . . " 

"Person" i s  defined in section 11(1) to include: 

" ( A )  business, individual . . . j o in t  venture . . . busi- 
ness t r u s t  . . . company, corporation, association, 
committee, or  any other organization o r  group of persons 
acting jointly." 

Clearly a "person" as defined above which "makes expendi turs  for  the 
purpose of influencing o r  attempting t o  influence the action of the voters 
fo r  o r  against the nomination o r  election of a candidate . . . i f  expendi- 
tures made total  $200.00 or  more in a calendar year . . ." i s  a committee, 
and i s  required to comply with section 2 4 ( 1 )  and f i l e  a statement of 
organization. I t  i s  also required t o  comply with the periodic f i l i n g  
requi rements of the Act. 
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The Act also includes a ser ies  of provisions controlling and l i ini t i t~g 
corporate participation in Michigan elections in section 54 of the Act. 
Section 55 of the Act permits a corporation to make expenditures of 
corporate funds for  the: 

"Establishment and administration and so l i c i t a t ion  
of contributions to  a separate segregated fund to  be 
used f o r  pol i t i  cal purposes. " 

Based upon the information you kave provided, i f  your par t icu lar  en t i ty  
f a l l s  within the above defini t ions,  i t  will be required t o  reg is te r  and 
made periodic f i l i ngs  with the Michigan Department of S ta t e  so long as  
i t  supports candidates (as defined a t  section 3(1) o f  the Act) in this  
s t a t e  to  the extent provided i n  section 3(4) .  

This response cons t i  tutes a decl aratory rul ing concerning the appl i cabi 1 i ty 
of the Act to  the specif ic  statement of fac ts  presented. 

Sincerely, 

&A&+ Richard H. Austin 

Secretary of State  
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t 1 February 1  ,' 1900 ' . ,  a , .  , . . ,  

. ,  

4 .  

Honors bl c  Gary, G. Corbi n .,. . 
Ielichigan S t a t e  Senate . . . . . . Sta tc  Capi to1 . : 

: . '  . 
Lansing , t4ichigan . , 40909 '. . , , . . 

I . ( '  

. Dear Senator '  Corbin: : , .  
. ,  
. . 

. . 
4 

You reques tcd a declara tory  rill irlg concerning contl- ibutions 'nadc t o  o f f i c e -  : 
hol der expense funtis (0.E.F.) by corporations. You inquired wheiher an 0 . ~ ' .  F ,  
may accept  corporate  contr ibut ions  and, i f  so ,  how st1c11 contr-ibu.tions should . 
be reported.  You s p e c i f i c a l l y  ask uhe-ther a corporation niay pay t h e  telephone 
b i l l  f o r  a l e g i s l a t o r ' s  d i s l r i c t  o f f i c e . .  . . 

O.E.F.'s were c rea ted  by sec t ion  49 (PICLA 5169.249) of the  Campaign Finance A c t  
( " t he  Act") ,  ,1976 PA 388, , a s  amended, \vhich reads as f o l l o ~ s :  

" ~ e c . '  19. ( 1 )  An e lec ted  public o f f i c i a l  way csLablish an  
officeholt ler  expense funcl. The fund niay be used f o r  expenses 
incitlental t o  the  person 's  o f f i c e .  The fund rnay not  be usctl t o  
makc contr ibut ions  ant1 cxpcndi tures  to  furt l lcr  the norrlina t ion o r  

L, ' e lcc t ion  o f  t h a t  public o f f i c i a l .  

(2)  T ~ F !  contr ibut ions  ant1 cxpcndi t ~ : r e s  ~rladrl pui-suant to scbscc t ion ( 1  ) 
a r e  not exernpt fron! the contribution l i r \ ; i t l ~ t i ~ n s  o r  t h i s  i ~ i t  b u t  ally (111d 
a1 1 contr ibut ions  ant1 cxpendi turcs  shall  be r~co rdc i :  arid shill 1 bc 
I-cportcld on fcr-ins provi detl by tile secl -~l 'a ry  o f  s ta tc an(! f i  1 PC! no';. 1,: t.c!r 
than January 31 of each year  and shal l  have a  c los ing ( l a te  O F  J'lnuat-g 1  
of t h a t  year.  

(3 )  A pct-son \~ho  knowingly v io la tes  t h i s  scct ion i s  g u i l t y  of  a 
1nisden;eanor ant1 sha l l  br! punished by a  Cine of not rrlore than $1 ,000.CC1 
o r  imprisoned for  not more t h a n  30 days o r  botll." 

I t  i s  the posit ion.  o f  t he  Ueparhent  of S ta te  t h a t  O.E.F.'s cny receive  corpordtc , 
1 contr ibut ions  ( o r  more accura te ly ,  "donations. " S i  ncc t i :esc !  funcls may no+ b e  
I usetl t o  f u r t he r  the  nomination o r  e lec t ion of the rccipicr:t ,  t11i.y shoultl be 

disti~icjiiished from tlie t lefini i- ions of "contribu tioil" o r  " cxpcn t l i t u t .~ "  found a t  
scct'lons 4 and G 0.f the Act (I , lCLA 5165.204 and lCjt{.ZOi;)). 

I n  view o f  th?  f a c t  thcsc  rzonics a r c  not "cor i t . r - i l -u t ians"  or " c : : ~ ~ n r I i t ~ l ~ - ~ s , "  
at1 o f f i ce l~o ldcr  i s  not prcc? utled f t . i l~ i i  ac-cc!;); i nc.; s;~c.li fur,t!s 2t:ci 111 ,:c ir:;~ :11cii\ in 
h i s  or J i ~ r  0. C .  P .  I t  r::irs t I ) ?  no  tctl,  I~o\-:cv;!~-, tl:;~ t ti1c1 ir1c.1 1:s ion  of c ~ ) ~ ' ~ I c ~ I ' J I ( !  
c ~ n L r i t j ~ ~ t i o a s  wil l  " t < ~ i ~ : t "  !.kc? C .  . dri[! : ! : i ! : - ~ ! : \ '  . r : r . ? c ~  . 'I 1 1 1 1 :  t: t11~: !i:(#:. f o r -  
\,;l~icli t11,:: 0.E. 1' .  I I : < I ~  t)c u!.i 1 i z ~ d .  I - ( , ! -  (,?:,!l?i;)l e ,  ft1:1(1$ it-:::.,: i1n 0 . K  . i ' .  i11Lo ~,~:! ; icl~ 
c o r - p a ~ - ~ ~ t c  (:or:Lril)\rt.io:l~ ! I ~ V C  h?(!n (lc!;)?:,itrs,l r9i1y r : o :  t.!:c:-c: fI.ct. :)? ~;y, !?( l  tc! 

I '  
[ J E ~ C ~ ~ S C  i.i (:i:$:'L5 L C  th? f l ~ r . , ( j  ! * ~ i  :,(!\- O: d113 t i1 ,y .  ~ . , I I I , I  I [![:t.i: ( ; I .  111. i 1 ,j ;:(:< rot. i ; : ; ;  [,}l;-:- 
~)a~-po:c f o r  \ : h i , l ~  co:'ijor.ata;. Ci)1lt1..il)k~li(1:15 ;*:;ijl 110t I ) ?  \I,P(I. 
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I t  has been suyc~csteti Lhat this  " ta in t"  rnight be avo id~d  by crcdtinrj t i l o  sepilriltc ' d  
ilccoun t s ,  one fo r  corporate cont~'il)u tions ~111tl anothcr for  funcls fro;il o t.hcr socrccs. 
T l l~?  P,ct, Iio:'~e\t~r, ~ ~ I V O ~ S  t l ~ e  cre;~ tion o f  singlc do;)osi tor i e s  f o r  ~ n ~ n i c s  repor Lcd 
pursuant to  tile Act's provi s ions. 

A 1  tilough appl icnblc to conlri butions, section 21 ( 3 )  (I-ICLA 2169.21 ) provides t h a t  
"exc'cpt ;is pcrmi t ted hy lavr, a comnii t t c c  shall have o~lc  account in s. financial . .- 
i n s t i t u t ion  in th is  s - t a t ~  as an offic.ia1 dcl~ositor-y . . . for  a l l  coal~-ibut;ions 
r.~ilicll i t  receives." Siniilarly, section 21(8) ~ ~ r o l l i b i t s  the co:limi~lc~l.ing of 
cornlittee funds. Rule RlG9.39(3), 'directly applicable to O.E.F.'s, provides 
thatl'money received by an officeholder expense fund sha l l  be k e p t  i n  a 
tlcpository account separate , f ron t he  candidate con;;ni t t e e  .funds." 'This rill c,  ,,:. 

wr'i Lten i n  the s ingular ,  contcinplates ' a  sing1 c account; ancl does not pcrni t '. 

O.E.F .  manies to  be kept in several accounts. 
I 

I ' 

Corporate donations a re  , t o  11. reported as I-equircd by section 4 9 ( 2 )  O F  the Act. 
This provisioi! mantlates tli? f i l i n g  of reports n o t  I a t c r  than J3nu;l.r-y 31 o f  each 
year; with a closing datc of January 1 of t h a t  ycar.  

, . 
I I: . . . .  , . 

3 

Pursuant t o  the .above discussion, a .corporation i s  permi ttetl t o  pa,y the telephone 
b i l l  for L? l c ~ j i s l a t o r ' s  t l is . tr ict  of f ice  so lonq as tlic o-ff.ice i s  not usccl Tor 
the purpose o f  i n f  1 uenci n g  l;Ilcm norni na t i  on o r  el cc t i  on of the  o f f i  cello1 tlcr, Such 
payincnt sha l l  be rcportctl as an "in '  kind" corporiitc donation t o  tllc O . E . F .  

I . . ,  . 
8 .  , . 

This rcsponsc may b6 consiclcrcd as 'informational only ant1 tlozi not co;lsti tutc ,..J 
a declaratory ruling. 

Very tr,1~1y yours, ! . 

-phi1 1 i p  ~ . b ; r h n ~ ~ o s ,  Ilircctoi- , 
! 

Office o f  Ilt.drings dl:d ~ e ~ i s l a . $ ' i o n  
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February 1 , 1900 

llonorabl e Jack IJel born 
Cli cliig,~n S1.a t e  Sci~a t c  
Sta;;e ~ a p i  tol' Building 
Lanr,ing, Clichi gan 48909 

Dedr Senator blel born: 
0 

I- 

Tlli s i s  it1 responsc to you,- rcq~rcr,t fo r  informa:.ion i-cgilrding the Canlpai$n 5 ' 

f:in;lnce Act ( "  tlie Act") ,  1976 lJA 380, as alncndetl. I .I?. ! * I 
I0 ' 
0 '  

, :  1 3 ,  

Speci-f ical ly,  you inquire as t o  wllether expense:; yoti incur s s  s rcsul t of 
bringing c7 1 i be1 action which "in.~/olve; arnendll~eltts which I introduced to  a 
b i l l  , '. . ." niay be paid from your officetloltler 's expense f r ~ n d  e s  tab1 ished 
pul-:;[rant to  Section 119 of the Act (McI-A 51 69.24!) ) .  I n  atldi tioii,  you indi cat(? - 

you a r e  " .  . . inI:crcsted in knor.t.ing if: {;here h , ~ ;  bccn any rul i n g  on corportlte 
coni;l-ibut,ions t o  Officcholtlcr 's Expense Funds, i ~ n d  i f: there i s  any l imi t .  t o  , 
tllor,e cotitri butions. I' 

Section (19(1) o f  Lhe Act s t a t e s :  

"An elected pub1 i c  o f f i c i a l  [nay establ i sh ;In o fficcholder 1 r) 

expense fund. The f i ~ n t l   nay _._ _- hcr used fot- cxl~(:nsc?s _ _ _  iricirlen t;il 
l o  the  persorl's -. .-- .- o f f i c e .  'The f u n d  rtlgy not 1,c urccl 'Lo 111;lkc . . 
corltributions a n d  exr~endi t~ircr ,  to out-the)- ;.he noii~it ia t i011  01- 
e lec t ion of lhat  p i ~ h l  i c  o f f i c id l  ." (Enlphils! s d d d u l )  . . 

I n  !:his instahce, i t  rnust be tletcl-rained wilethcr your lcgal expenses as a 
p la . in t i f f  in a l i l ~ e l  act ion against  a pr ivate  c i t i z en  arc  "expenses 
,incidentill to tlie person's o f f i c e .  I' 

~revidr ls l  y ,  declaratory rul i n g s  and i n terpr-eta t.; ve s tatel~lcnts h v e  been i 5suc.d 
whit:$ dea l t  s ~ i  th the  permi s i i b l e  uses of monies in an  o f f i ceho lder ' s  expense 
f uncl . 

1 

Uses previously iticn t i f i  ed as ])erlnis;i bl e ,  incltlrle tlie purchdsc o F t i cke t s  t.o 
fun(lS.aisers fo r  o ther  candidates, opera tion of i! d i s t r i c t  o f f i c e  by a l e g i s l a t o r ,  
sponsorship of a bascbal 1 team, a n d  the purchasr: of adverti scmr2nts notifying 
const i tuents  of an o f f i ceho lder ' s  address and t.:.lephonc nuaber. These cos t s  
have! been deterrnincd to be "expenr,cs incidcnt:alt' t o  holding an o f f i c e .  The 
Depal-tnlent, in nialtitlg these de tel-it~inations, has looked r7 t C J C ~  a c t i v i t y  in 
terri~s of vrhct.her 1:he acti.vi t y  claimetl to be i  ncL tlen ts l  i s  atiion!] the array o r  
functions off  iceholders usually J I -c  expec tctl lo or I I ~ U S L  ~~crfori i l  by vi r tue  of 
lioltling o f f i c e .  



2r:na lo r  Jack blcl bo1.n 
I);l!jc Two 
February 1 ,  1900 

The f a c t s  you presr!nt intl i c i ~  t c  thc ac Lion in q l ~ c r ~ t i o n  i  s For persondl da111(7gcs 
a l l eged ly  in f l i c t e t l  upon you I)y al\ot.l)e~- individuiil .  Sanctioning tlie use of 
f~rntls reserved f o r  "exl)cnscs incitlcntal to the pclrson's o f f i c e "  f o r  tlie pul-po;c 1 
of corinnencing an ac t ion  f o r  personal Iironcy dijn~agcs c?xceeds the 1 irrti t a  tiori on t l i  

use o f  such funds cs tab l  ished by the  Legis la ture .  

You a l s o  a s k  whether an officcliolrlcr expense f i ~ n r l  niay rece ive  fr~nds f ron~ a 
corpora t ion  and,  i f  s o ,  wlist l i m i t a t i o n s  apply to such f u n d s .  A l e t t e r  deal ing 
with these i s sues  was sen t  r ecen t ly  to  Sellator Gt~ry Corbin. Enclosetl you wil l  
f ind  a  copy O F  t h i s  l e t t e r .  

'I; 
I I ,* I Th is  response i s  informational only and does not c o n s t i t i ~ t c  a declaratory ruling,.  , I 

d Director  
Off ice .  of ilearings and Legis la t ion  

PTF:  c a s  

Enclosure 
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RICHARD ti. AUSTIN e SECRETARY OF STATE - .--. 
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STATE TREASURY BUILDING 

February G ,  1960 

Mr. Steven R. Bartholomew 
5206 Sunrose Avenue 
Lansing, Michigan 48910 

Dear Mr. Barthol omew: 

This i s  i n  response t o  your inquiry concerning the app l icab i l i ty  of the 
Campaign Finance Act (" the  Act") ,  1976 PA 388, as amended, t o  the s e t t l e -  
ment of outstanding campaign debts by negotiat ing less  than f u l l  payment 
agreements with various c r ed i t o r s ,  including corporations. 

The McCol lough-Mi chi gan Committee ("MMC" ) incurred debts during the  1978 
gubernatorial primary e lect ion.  You s t a t e  t h a t  some of those debts,  
which were qua l i f i ed  expenditures, remain unpaid. MMC does have some 
funds remaining which you: believe a re  s u f f i c i e n t  t o  allow MMC t o  negotiate 
set t lements w i t h  a l l  of the  committee's c red i to rs .  Of those funds, 
$2,030.50 are  i n  MMC's public funding account; 

You ask i f  MMC may negotiate set t lements with c red i to rs  a t  l e s s  than the 
fu l l  amount of the debts without the c red i to rs  thereby making a contr i -  
bution t o  the committee. You are  par t i cu la r ly  concerned about corporate 
c red i to rs .  Additionally, you ask i f  the money in MPIC's public funding 
account may be used t o  pay these sett lements:  

Section 4 of the Act (MCLA 5 169.204) defines "contributions" as follows: 

"Sec. 4. (1) Contribution means a payment, g i f t ,  subscr ipt ion,  
assessment, expenditure, contract ,  payment f o r  services , dues, 
advance, forbearance, loan, donation, pledge o r  promise of 
money o r  anything of ascer ta inable  monetary value, whether o r  
not conditional o r  l ega l ly  enforceable,  o r  a t r ans f e r  of 
anything of ascertainable monetary value t o  a person, made f o r  
the pur ose of influencing the nomination o r  e lect ion of a E candida e ,  o r  f o r  the ua l i f i ca t ion  passage, o r  defeat  o f  a 
ba l l o t  question. An o ? f e r  o r  tender of a contribution i s  not 
a contribution i f  expressly and unconditionally re jected o r  
returned. 

( 2 )  Contribution includes the purchase of t i cke t s  o r  payment 
of attendance fee fo r  events such as dinners,  luncheons, 
r a l l i e s ,  test imonials,  and s imi la r  fund ra i s ing  events; and 
i ndi vi,dual ' s own money o r  property other  than the individual ' s 
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homestead used on behal f of tha t  i ndi vi dual Is candidacy ; - the 
granting of discounts or  rebates not available to the general 
public;  o r  the granting of discounts o r  rebates by broadcast 
media and newspapers not extended on an equal basis to  a l l  
candidates fo r  the same office.  " (Emphasis added) 

This language indicates clearly a negotiated settlement of less  than the 
fu l l  value of the debt i s  a contribution i f  the settlement i s  not available 
to  the general public. In order that  the discounting o r  writing off  of a 
debt i s  not made a contribution, a committee must receive pr ior  approval 
from the Department of State. This approval will be granted only when 
the Department i s  convinced a l l  of the following conditions are met: 

1) A t  the time the debt was incurred both the committee and 
the credi tor  expected the debt would be repaid in fu l l  
within a reasonable time; 

2)  The committee has made a good fa i th  e f f o r t  to  raise  
suf f ic ien t  money to repay a l l  outstanding debts; 

3 )  The -creditor has taken a l l  the steps i t  normally takes 
against debtors in the same financ'ial condition as the 
commi t t e e  ; 

4) The proposed settlement agreement between the credi tor  
and the committee i s  similar to  previous settlements 
made by the credi tor  and other debtors; 

5 )  The committee has treated a l l  creditors equally since i t  
became aware there would be d i f f i cu l ty  in the repayment 
of a l l  debts; and 

6 )  The proposed settlement agreement between the c redi tor  
and the committee i s  similar to  other settlements proposed 
o r  made by the commi,ttee. 

A settlement approved by the De artment i s  not "made f o r  the purpose of 
influencing the nomination o r  e 7 ection of a candidate" and i s  not, there- 
fore, '  a "contribution." As long as the settlement i s  not a contribution, 
i t  may be made with a corporate credi tor .  

Your second question i s  par t ia l ly  answered by a declaratory ruling issued on 
September 29, 1978, to Mr. William R .  Ralls. I t  i s  attached to and adopted 
as part of th is  declaratory ruling by reference. MMC i s  considered to  have 
spent the money when the debt was incurred. You s t a t e  MMC received money 
from the State Campaign Fund which was not credited to  MMC's account until  
a f t e r  January 1, 1979. MMC may apply money in i t s  public funding account 
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to r e t i  re primary debts which are qua1 i f i  ed expenditures. However, for  
the period subsequent to  60 days a f t e r  the primary elect ion,  MMC must 
submit proof to  the Department tha t  the money being spent from the public 
funding account i s  directed to ,  and not in excess o f ,  qualified campaign 
expenditures . 
In conclusion, MMC may submit proposed debt settlements to Mr. John T.  
Turnquist , Deputy Director, Elections Division, for  approval . State 
Campaign Fund money may be used for  the sett lement(s) i f  proof i s  sub- 
mi t ted  tha t  the debts are qualified expenditures. 

This response constitutes a declaratory ruling concerning the applicabi 1 i ty 
of the Act to  the specif ic  factual s i tuat ion described in your request. 

Sincerely , 

Richard H. Austin 
Secretary of State  

RHA: lmr 

Attachment 
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4 

Jacquelyn A. Rice,  Sec re ta r y  , I . , 
We The People Committee 
1200 ~ o r t h .  Te legraph Road 
Pon t iac ,  M ich igan  48053 , . . 

1 

Dear Ms.. R i  ce : . , , I 

? . '  

T h i s  i s  i n  response t o  y o u r  reques t  f o r  a  d e c l a r a t o r y  r u l i n g  concern ing  . 
, 

t h e  appl  icabi1.i t .y o f  t h e  Campaign Finance Ac t  ( " t h e  Act")., 1976 PA 388, , 
i; 

as amended, t o  loans  made t o  a  b a l  l o t  ques t ion .  c o m i  t t e e  ,by a cand ida te  1 1 1  . 
'I, 

c o m i  t tee.  , . . , , . 
) ,  I ,  

You s t a t e  We,The People Committee, a b a l l o t  ques t i on  committee, was loaned , . ' 
approx imate ly  $2,800.00 by C i t i z e n s  Suppor t ing  L. Brooks Pa t te rson ,  a c a n d i l b  
da te  committee. The loans  were made between December, 1977, and March, 1978; 
You i n d i c a t e  WetThe People Committee would l i k e  t o  repay t h e  cand ida te  commit tee 
f o r  p a r t  o f  t h e  loan .  You ask whether repayment under these c i rcumstances i s  

' 

p e r m i t t e d  by t h e  Ac t .  

Sec t i on  2 (2 )  o f  t h e  Ac t  (MCL 169.202(2))  r e s t r i c t s  a  b a l l o t  ques t i on  commi t t e e  
I i 

from r c c c i v i n g  c o t i t r i  b u t i o n s ,  o r  making cxpendi  t u res  o r  c o n t r i b u t i o n s ,  f o r  the 
purpose of i n f l u e n c i n a  o r  a t t e m p t i n g  t o  i n f l u e n c e  the  a c t i o n  o f  vo te r s  f o r  or 
a ~ ~ ~ i n s t  the nomina t ion  o r  e l e c t i o n  o f  a  cand ida te .  Th is  r e s t t a i c t i o n  Js r e l a t e d .  * 

t o  t he  f a c t  a  c o r p o r a t i o n  may niake c o n t r i b u t i o n s  t o  a b a l l o t  ques t i on  committee 
pursuant  t o  s e c t i o n  54 (MCL 169.254) b u t  under no circumstances may i t  c o n t r i b u t e  
t o  a  cand ida te  committee. 

Money loaned i s  i nc l uded  i n  t h e  d e f i n i t i o n s  o f  " c o n t r i b u t i o n "  as p rov i ded  i n  
s e c t i o n  4 (MCL 169.204), and "expend i tu re "  as s e t  f o r t h  i n  s e c t i o n  6  (MCL 
169.206). 

There i s  no p r o v i s i o n  i n  t h e  Ac t  p r o h i b i t i n g  a  c o n t r i b u t i o n  f rom a cand ida te  
commi t t e e  t o  a  b a l  l o t  q u e s t i o n  comrni t t e e .  Consequently, i t  appears a  c o n t r i b u t i o n  
i n  the  form o f  a  l o a n  t o  a  b a l l o t  ques t i on  cornmi t t e e  by a  cand ida te  committee 
i s  p roper  under t he  Act .  As mentioned p r e v i o u s l y ,  s e c t i o n  2 ( 2 )  does p r o h i b i t  
a c o n t r i b u t i o n  o r  an expend i tu re ,  i n c l u d i n o  a loan,  by a  b a l l o t  q u e s t i o n  c o r n i t t e e  
t o  o r  on b e h a l f  o f  a  cand ida te  comn~ i t t ce .  , . 

I{owever, repayment o f  a  l o a n  i s  t r e a t e d  d i f f e r e n t l y  by the  Ac t .  I n  a l e t t e r  t o  
Senator P a t r i c k  ClcCol lough, dated January 16 ,  1978, the  Department s t a t e d ,  

. . ,. - .. . , I t  . , .  . 
. Hep~yrnent o f  ,a l o a n  by a: cand ida te  committee does n o t  cons t f l t u t e  .af l  expend f . tu~e , , " , .~ .~  . . 
The Department based i t s '  conc lus i on  on s e c t i o n  26(b)  (MCL 169.226(b) )  which 
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provides, " I f  a loan was repaid during the period covered by the campaign 
statement, the amount of the repayment shall be subtracted from the  total  
amount of contributions received." The l a t t e r  provision applies t o  a l l  
comnittees, including a bal lot  question committee. 

Accordingly, repayment of a loan by a bal lot  question committee const i tutes  
neither a contribution nor an expenditure. The bal lot  question committee 
must report repayment of the loan as a deduction by itemizing the transaction 
as a "loan repayment" on the committee's campaign statement. The candidate 
committee, which made the original loan and now receives the repayment, must 
identify the transfer as a repayment of a previously made loan. 

I n  order to insure a bal lot  question comnittee does not become the improper 
conduit of a corporate contribution to  a candidate comnittee by ca l l ing  the 
contribution a ''repayment of a loan", the interpretation s e t  for th in t h i s  
l e t t e r  applies only to  repayment for  a t ransfer  by a candidate committee t o  
a ba l lo t  question comnittee which was mutually considered to  be a "loan" from 
the date of the original t ransfer .  This interpretation does not authorize or 
apply to  a t ransfer  from a candidate comnittee t o  a ba l lo t  question comnittee, 
which, i n  fact ,  consti tutes a contribution, and which a t  some time subsequent 
to the date of transfer i s  labelled or  considered a loan in order tha t  money 
may be directed t o  the candidate comnittee by the ba l lo t  question committee 
a s  "repayment of a loan." 

This l e t t e r  i s  informational only and does not const i tute  a declaratory ruling. 

Very tru). yours, 

P h i  11 i p T.  ~ t ~ a n ~ o s ,  Director 
Office of Hearings & Legislation 

Y 
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!ls. Karen &sh Schneider 
Foster ,  S w i f t ,  C o l l i n s  & Coey, P.C. 
313 South Washinqton Square 
Lansina, t, l ichiqan 48933 

Dear Ms. Schneider: 

Th i s  i s  i n  response t o  your request  f o r  an i n t e r n r e t a t i v e  statement concernina 
t h e  Cam9aign Finance Act  ( " t h e  Ac t " ) ,  1976 P.A. 388, as amended. 

You ask the  f o l l o w i n a  quest ion:  

" I s  a  p u b l i c  employee l a b o r  o r ~ a n i z a t i o n  which i s  organized f o r  
t h e  purpose o f  a s s i s t i n q  p u b l i c  employees t o  enqaqe i n  l a w f u l  
concer ted a c t i v i t i e s  b u t  which, as a  m a t t e r  o f  l e q a l  form, has 
become incorpora ted  under the. laws o f  t h e  S t a t e  o f  Flichigan, 
regu la ted  by s e c t i o n  55 o f  the Act  (rlCLP. 2169.?55), o r ,  l i k e  
o t h e r  l a b o r  o rgan iza t i ons  ope ra t i nq  i n  t h i s  s t a t e ,  i s  i t  
requ la ted  on1 y by the  general recordkeepi  nq and c o n t r i b u t i o n  
l i m i t a t i o n  requirements o f  t he  Act?"  

You s t a t e ,  "It i s  our  b e l i e f ,  based upon a  c a r e f u l  s tudy o f  1976 P.A. 388 
and r e l a t e d  laws, t h a t  a  p u b l i c  emoloyee l a b o r  o rgan iza t i on ,  which i s  on1.y 
i n c i d e n t a l l y  i nco rpo ra ted  as a  ma t te r  o f  l e g a l  form, b u t  whose pr imary  
a c t i v i t y  i s  t o  enqaqe i n  c o l l e c t i v e  n e a o t i a t i o n  and o the r  mutual a i d  and 
p r o t e c t i o n  f o r  p u b l i c  employees, i s  n o t  r e q u l a t e d  by the  requirements s e t  
f o r t h  f o r  business corpora t ions  i n  s e c t i o n  55 o f  197G P.A. 388." 

You f u r t h e r  s ta te ,  "It i s  c l e a r  from t h e  l e q i s l a t i v e  h i s t o r y  o f  1976 P.A. 
388, from a  comparison o f  i t  t o  the  Federal E l e c t i o n s  Campaign Act, from 
case precedent, f rom cons t ruc t i on  o f  penal s ta tus ,  and from a  rev iew o f  
1976 P.A. 388 i t s e l f  t h a t  sec t i on  55 was in tended t o  cover business 

I 
corpora t ions ,  n o t  l a b o r  o rqan iza t ions  which a r e  o n l y  i n c i d e n t a l l y  
incorporated."  (Emphasis added) 

You emphasize t h a t  p r o h i b i t i v e  l e q i s l a t i o n  and s t r i c t  r e g u l a t i o n  of  corpo- 
r a t i o n s  was meant t o  p revent  " b i g  business" f rom e x e r t i n g  too Cowerful an 
i n f l u e n c e  over  t he  e l e c t o r a l  Frocess. Consequently, you conclude t h a t  a  l a b o r  
o rgan iza t i on ,  which i s  o n l y  i n c i d e n t a l l v  incorpora ted ,  i s  n o t  inc luded i n  t h e  
term " b i ?  business." You conclude f u r t h e r  t h a t  an i n c i d e n t a l l y  i n c o r p r a t e d  
l a b o r  o r ~ a n i z a t i o n  i s  n o t  sub jec t  t o  s e c t i o n  55 of the Act. 



Ms. Karen Bush Schneider 
Page Two 
February 6, 1980 

sec t ion  55 of the  Act (MCLA 1 169.255) provides: 

" ( 1 )  A corporation o r  j o i n t  stock company formed under the  
laws .of t h i s  o r  another s t a t e  o r  foreign country may make an 
expenditure f o r  the  establ  i  shment and admini s t r a t i o n  and 
s o l i c i t a t i o n  of contributions t o  a separate  segregated fund 
t o  be used f o r  po l i t i c a l  purposes. A fund es tabl ished under t h i s  
sect ion sha l l  be 1 imi ted t o  maki ng contr ibut ions  t o ,  and expendi - 
t u r e s  on behal f o f ,  candidate committees, b a l l o t  question committees, 
p o l i t i c a l  par ty  committees, and independent comnittees. 

( 2 )  Contributions f o r  a fund es tab l i shed  by a corporation o r  
j o i n t  stock company under t h i s  sec t ion  may be s o l i c i t e d  from any 
of  the  following persons o r  t h e i r  spouses: 

( a )  Stockhol ders of the  corporation.  

(b) Officers and d i rec tors  of tlie corporat ion. ,  

( c )  Employees of the corporation who have policy making, 
manageri a1 , professional , supervisory,  and administrat ive 
nonclerical  r e spons ib i l i t i e s .  

( 3 )  Contributions f o r  a fund es tabl ished-under  t h i s  sect ion by a 
corporation which i s  nonprofi t  may be s o l i c i t e d  from any of the 
f o l l  owing persons o r  thei  r spouses : 

( a )  Members of the cot-poration who a r e  individuals.  

(b )  Stockholders of nlembers of the  corporations . 

( c )  Officers o r  d i r ec to r s  of members of the corporation. 

(d )  Employees of the members of  the corporation who have 
policy making, manageri a1 , professional  , supervisory , o r  
administrat ive nonclerical  r e spons ib i l i t i e s .  

( 4 )  Contributions shal l  not be obtained f o r  a fund es tabl ished 
under t h i s  sect ion by use of coercion,  physical force ,  o r  as a 
condition of employment o r  membership o r  by using o r  threatening 
t o  use job discrimination o r  f inancia l  r ep r i s a l s .  

( 5 )  A person who knowingly v io la tes  t h i s  sect ion i s  guil t y  of a 
felony and shal l  be punished by a f i n e  of not more than $5,000.00 
o r  imprisoned f o r  not more than 3 yea r s ,  o r  both, and i f  the  person 
i s  o ther  than an individual , the person sha l l  be f ined not more 
than $10,000.00. " 
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As you acknowledge i n  your  suppor t ing  b r i e f ,  t h e  term co rpo ra t i on  i s  no t  
de f i ned  i n  t he  Act. tlowever, a  d e f i n i t i o n  i s  unnecessary s ince  sec t i on  
55 i t s e l f  p rov ides  re ference t o  t h e  proper  s t a t u t e s  f o r  d e f i n i t i o n .  
Sec t ion  55(1) prov ides i n  p a r t ) :  

"A co rpo ra t i on  o r  j o i n t  s tock  cornGany formed under t h e  laws 
o f  t h i s  o r  another  s t a t e  o r  f o r e i q n  countr t  . . . 

--phasisuadded) 

Accordingly ,  " co rpo ra t i on "  means, f o r  purposes o f  s e c t i o n  55, any e n t i t y  
which has complied w i t h  the  a p p l i c a b l e  i n c o r p o r a t i o n  laws o f  any s t a t e  o r  
f o r e i g n  count ry  makinq t h a t  e n t i t y  a  co r?o ra t i on .  Moreover, i n  addi t i o n  
t o  co rpo ra t i ons  organized f o r  p r o f i t  making purposes, the A c t ' s  prov i s ions  
a1 so app ly  t o  n o n p r o f i t  corpora t ions  by v i r t u e  o f  s e c t i o n  55(3).  

You contend t h a t  t he  term "business" i s  r e l e v a n t  t o  t h i s  d iscussion.  
A1 though t h a t  term i s  never used i n  sec t i on  55 i t .  should be noted t h a t  
s e c t i o n  2 (3 )  o f  the  Ac t  de f ines  "business" ( i n  p a r t )  as an " e n t i t y  which 
i s  orqanized f o r  p r o f i t  o r  n o n p r o f i t  ?urposes." 

I n  sumqary, t h e  Department i s  unconvinced t h a t  s e c t i o n  55 o n l y  p e r t a i n s  t o  
" b i g  business" corpora t ions  and t h a t  l a b o r  o rgan iza t ions ,  " i n c o r ~ o r a t e d  o n l y  
as t o  form," a r e  exempt from t h a t  sec t i on ' s  r e s t r i c t i o n s .  Sec t ion  55 i s  a p p l i c a b l e  
t o  a l l  c o r p o r a t i o n s . *  The Act  n e i t h e r  requ i res  nor  au tho r i zes  the  Department t o  
determine the  purvose f o r  use o f  the  corpora te  form. I f  d i s t i n c t i o n s  a r e  t o  be 
made based uoon the  reasons f o r  o rgan iz inq  as a  co rpo ra t i on ,  i t  i s  up t o  t h e  
L e g i s l a t u r e  t o  supply the  framework f o r  drawing such d i s t i n c t i o n s .  

Th is  response c o n s t i t u t e s  an i n t e r p r e t a t i v e  statement o f  t he  ? e r t i n e n t  p rov i s ions  
o f  the Pact. 

Very t r y 4 y  yours, 

/ 
Phi 11 i p  T. Frangos , D i  r e c t o r  1 
O f f i c e  o f  Hearings and L e g i s l a t i o n  
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Mr .  W i l l i am H. B u t l e r  -c - ,- 
Clark, Kle in,  Winter,  Parsons & Prewi tt n , 
1600 F i  r s t  Federal B u i l d i  nq I I o 
1001 Woodward Avenue I o 
D e t r o i t ,  Michigan 48226 I - 

I (D 

i 
0 

Dear t l r .  B u t l e r :  
3 

I 
I 

Th is  i s  i n  response t o  you r  l e t t e r  ob. ject ing t o  an assessment o f  l a t e  f i l i n g  1 
fees imvosed aclainst you r  c l i e n t ,  the  Flichigan Truck PAC, pursuant t o  the  I I 

Campaiqn Finance Act  ( " t h e  Act" ) ,  1976 P.A. 388, as amended. 

You s t a t e  your  c l i e n t ' s  committee has rece ived no t i ces  o f  l a t e  f i l i n q  fees. 
These no t i ces  a l l e g e  l a t e  r e c e i p t  o f  the  statement o f  o rgan iza t ion ,  annual 
campaign statement, and ?ost-pr imary campaign statement, and at tempt t o  
assess l a t e  f i  1 i n g  fees o f  8300.00, $300.00, and $40.00 respec t i ve l y .  

Your ob.jection t o  im?os i t i on  o f  these fees r e s t s  on you r  a s s e r t i o n  t h a t  t he  . 
Ac t  was unc lear  as t o  whether your  c l  i e n t '  s  comtni t t e e  had t o  f i l e  i n i t i a l l y  
I t  i s  your  content ion  the l l i ch iaan  At to rney  General, i n  O M ,  1977-78, Nn. 5279 
()larch 22, 1978), expressly  p r o h i b i t e d  a co rpo ra t i on  froin es tab l ish in !  a 
committee. Conseauently, based on t h a t  content ion  you be l i eve  the  H ich igan 
Truck PAC was n o t  requ i red  t o  f i l e  s ince  the Ac t  on l y  requ i res  a coninlittee t o  
f i l e .  You asse r t  the foregoing op in ion  was d i a m e t r i c a l l y  reversed subsequently 
i n  OAG, 1977-78, Elo. 5344 ( J u l y  20, 1978). 

You s t a t e  the fo1lowing: 

" I n  t h a t  opin ion,  i t  was h e l d  f o r  the  f i r s t  t ime t h a t  separate, 
segreqated funds cons t i t u t e  'committees ' and must r e q i  s t e r  w i t h  
the  Department of State.  Opinion o f  At torney General 5344, 
page 5. A1 though the  Hichiclan Truck PAC cont inues t o  d isagree 
w i t h  t h i s  conclus ion,  i t  observed t h i s  l a t e r  o p i n i o n  and 
promptly took steps t o  p rope r l y  r e q i s t e r  as a ~ o m i  t t e e  i n c l u d i n g  
the  f i l i n g  of  a l l  r equ i red  Statements of t h a t  t ime. A l l  o f  
these Statements were submitted t o  the S e c r e t a r . ~  by our  l e t t e r  
of Auqust 24, 1978 w i t h i n  a reasonable t ime a f t e r  t he  p u b l i c a t i o n  
and c i r c u l a t i o n  of the  fo rego i l lq  opin ion.  

The attempted c o l l e c t i o n  o f  l a t e  f i l i n g  fees, t h e r e f o r e  c o n s t i t u t e s ,  
i n  substance, an at tempt a t  imposing an ex  post f a c t o  law which we - 
consider  improper. " 



Mr. William ti. Butler 
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In the present case, there i s  no e f fo r t  to  create an ex post facto law. 
The Attorney General did not reverse his opinion as ar t iculated in  OAG 
No. 5279, since the Attorney General never stated a separate segregated 
fund i s  not a c o m i t t e e  in tha t  ruling. The pertinent language from 
OAG No. 5279 reads as follows: 

XI ID 

'-i 
"The ac t ,  therefore, prohibits a corporation from establishing a C 

a pol i t ica l  committee for  the support of s t a t e  candidates. a a 

This section does, however, permit a corporation to  make % rJ 

expenditures fo r  the establishment, administration and sol ici  ta- 
- 
7 
m 

tion of contributions for  a separate, segregated fund to  be : 'f 
0 
n 

used fo r  pol i t ica l  purposes, b u t  does not authorize the cor- I 

! 0 
poration to  contribute i t s  funds t o  the separate, segregated I: 
fund or  to establ ish a pol i t ical  conmittee for  the support a = 
of s t a t e  candidates." 0 3 

I 

The Attorney General stated simply that  a corporation i s  prohibited from 
establishing a corrunittce to support s t a t e  candidates in the same sense t ha t  a 
corporation i s  permitted to form a committee to support a bal lot  question as 
provided by section 54(4) of the Act (MCLA 5169,254). He did not say a 
separate segregated fund i s  not a comi t tee .  Subsequently, in OAG No. 5344, 
the Attorney General c l a r i f i ed  how a separate segreqated fund may operate i f  
i t  meets the def ini t ion of "committee" as provided in the Act. 

In defining "committee," section 3(4)  of the Act (MCLA 5169.203) c lear ly  
includes within the scope of the term any "person" who receives contributions 
o r  makes. expenditures in the amount of $200.00 or more i n  a calendar year t o  
influence certain s t a t e  elections. The broad definit ion o f  "person" in 
section 11 ( 1 )  of the Act (f1CLA 5169.21 1 )  includes a separate segregated 
fund by vir tue of l i s t i n g  a number o f  e n t i t i e s  includinp "any other organization 
o r  group of persons acting jointly." 

Accordingly, the l a t e  f i l i nq  fees in question were properly assessed since 
separate segregated funds have always been considered comni t tees  by the express 
language of the Act and have been so considered since the effect ive date of 
the Act. 

This response i s  informational only and does not const i tute  a declaratory 
ruling. 

. - 

Office of Hearings and Legislation 
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Elr. Cioward A1 tman 
Director  of Elect ions  
Oakla~ld County Clerk Office 
Pont iac ,  Ilichigan 48053 

Dear. Rr. A1 tman: 

You have requested i n  i n t e rp r e t a t i on  o-f tile Caiilpaigrl Finance Act ("ttie Ac t" ) ,  1 3 

197G PA 398,  a s  amended, regardi 119 t h e  t r a n s f e r  of funds between tv~o candida t  
coniriii t t e e s  of-' tlie sacie person. ' .  

Sect ion 45(1)  of t he  Act (McL 169.245(1)) s t a t e s :  

"A persan .clay tra.nsfpr any uncxpendetl . -funtls fro111 1 candida-te 
coinnli t toe t o  anottier candi date coriirni t tee  o  F t h a t  person i f  tile U@ 

c0ntr.i  bution 1  irnits j~rescr ibed i n  sec t ion  52 f o r  -the candiclate 
comtnittee receiving the  funds a r e  equal to. or- q r ea t c r  than -the 
con-tr ibution 1  irni t s  f o r  the cnncli date coillilii t t c e  t r ans fe r r inq  
the funrls ant1 i-F the candidate co~ririiittees a r c  s i i i~ul taneo~ts ly  

.. , held by tile sam;! person." 

You ask i  F t h i s  ldna!rage prohibi t s  a  t r an s f e r  of funtls fro111 a  cantl itla t e  
corlln~i l t e o  f o r  a local  e l e c t i v e  o f f i c e  t o  a  candidate cornnii t t c e  fo r  a  
s t a t e  e l e c t i v e  o r f i c e .  

A11 s t a t e  e l e c t i v e  o.ffices d re  sub jec t  to  coiitributioti I i rn i ta t ions  provided ~ f i  

i n  sec t ion  52 of the  Act ( !KL 169.252); the  Act se t s  no contr ibut ion 
1  in-i t a t i o n s  on loca l  e l e c t i v e  o f f i c e s .  In view o f  the  l a t t e r  f a c t ,  a  local  3 
candiclatc coniini t - tee  has an unl irii-i ted con t r i  bu-Lion 1 irni t a t i on  and, conscquet~t ly ,  
can receive  poter i t ia l ly  f a r  l a rge r  c o ~ ~ t r i b u t i o n s  tllari a s t a t e  candidate 
comrl~i t t ee .  

ThcrePore, pursuant to  sec.tion 4 5 ( 1 ) ,  frcnds may bc t rans fe r red  fro111 an i n d i -  
vidual ' s  s t a t e  candida t c  coli~iiii t t e c  t o  tha t  person 's  local  candidate coilitnittee, 
b u t  funcls may not be ti-ansferred froill the loca l  candidate con11n.i t t e c  Lo the 
s t a t e  candidate  cornnli t tee. 

. I 



February G ,  1980 

T f ~ i s  response i s  inforni~tiolial otily and  does n o t  constitute a declaratory 
rill ing. f 
Very t\-y-)y yours, 

Phi 11 i p  T. irangos, Director 
O f f i c e  of /learings and leg is la ti or^ 
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kls. Elaine Tutt le  
11254 Garden 
Livonia, f,lichi?an 48159 

Dear Ms. Tuttle:  1 
! 

This o f f i c e  i s  in receipt of copies of your com~unications with b o t h  the  IJayne i 
County Clerk's Office and the I-fayne County Prosecutirip Ilttorney. These mzlterial s  f 

s t a t e  you f i l ed  an oriclinal statement of oraanization on  June 19, 1979 which 1 
indicated yolrr c o m ~ i t t e e  was foroiec! on June 13, 1979. On July 5 ,  you were sent  
a notice fo r  f a i l i n ?  to f i l e  an annual report .  You were contactecl by  the IJayne 

i 
t 

County Prosecutor's Office on o r  about July 2 7 ,  1979 with 1-espect t o  t h i s  matter. i 
You shoulcl be advised the Department of State  does not aoree with your position C 
t ha t  you a re  not required to f i l e  an annual report until  Ju ly ,  1389, Section 25(1) i 

of tile Can!paign Finance Act (" the Act"),  1976 PA 388, as anended, provides as t 
fol lov1s: i 

i 

"A  co~?rnittee supportin! or- opposinp a canc!iclate . . . shal l  fi!e I 
< 

a l e ~ i b l y  printed o r  t,yped car!lpaipn staiejl!ent. The herioc~ covered . -. 
by a . . . statepent i s  the period bepinninp vri t h  the day a f t e r  
the closinv clate of the nost recent . . .- statepent niiich was fi.led j 
and endin? with the closin? date o f  the . . . s t a t e ~ e n t  in @ucst ion, .  

. . 
t 

I f  the cormit;tec f i l  inc ;  the . . . siatc.n?nt has not pr,eviousl y -- filecl 
--. 

I 
a . . . ~ t i t t ~ ~ ~ e n t .  the net-iod covered shall beclin w i t h  the e f f ec t ive  -------------------------- 
date o f  t h i s  sect ion,  o r  --- tile date on which the coirnittee ---- was foroetl . .. 

i f  the corilr:littee i s  forrncd a f t e r  the effect ive date of th i s  section," 
XEGhas i  s  added) 

From the i r i  formation elhicll you providetl , as intlicatcd previous1,y , .your corvni t t e e  
VICIS formed on June 13, 1979. This elas a f t e r  the effect ive date  of Section 25(1),  
Therefore, a statement had to  be f i l e d  coverin? the period r.!hicli b e ~ a n  r.ri t h  I 
tlie date upon which the  committee was formed, i .e. , '  Julie 13, 1979, Section 35(.1). 1 

of the Act provides t h i s  statement "shall have a closing date  o f  June 2rl of i 
i 

t ha t  year.  The period covered . . . shall  beoin fro111 the day a f t e r  the c7osS11g 
dcltc of the previous statement." In  your- par t icular  case, there was no previ'ous I 
statenlent, so the period covered would comr?encc with the {late the committee \!qs 1 
forrned and have a closinc! date of  Junc 20 of that year.  . I  

! 
The Departrent of S ta t e ,  therefore,  i s  in fu l l  a?reemcnt wit11 tlie l e t t e r  sent 
t o  you by Eslary IlcLcan on Auoust 7 ,  197?, e~tlich cnclosctl a l e t t e r  sent to  
Plt: .  tloward A1 t ~ ~ a t i  on Ilovcrl!bcr 2 ,  1978. 



You silorrlcl be Further atfvise(1 tlia t t;lic Act does not !jive the Departrilent of 
S t a t e  any au thor i ty  t o  rccluce, waive o r  sus!)cl~d l a  tc  F i  1 ill(! Fees, even if 
111cr.i t o r i o t ~ s  defenses a r e  !)rcscrltetl. 

Vary t r u l  yours ,  A 

Pl i i l l ip  T.  ~ r i n ~ o s ,  Director I 

Off i ce  of Hearings and Le<l.islation 

CC: f,lar-y I-lcLean 
John T u r n q u i  s t 
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RICHARD H. AUSTIN SECRETARY OF STATE 

STATE TREASURY BUILDING 
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February 6, 1980 

Hr. John W. Northrup 
2622 Thomas S t r e e t  
Fl i n t ,  Hichi gan 48504 

Dear Mr. Northrup: 

T h i s  is i n  response t o  your request  f o r  a dec la ra to ry  rul ing concerninq t he  
appl i c a b i l  i t y  of the  repor t ing requirements of the  Campaign Finance Act ( " t he  
ActM) ,  1976 PA 388, a s  amended, t o  the John W. Northrup Elect ion Committee. 

You quest ion whether an annual campaign statement m u s t  be f i l e d  by a committee 
when: 

1 )  -The  committee f i l e d  a statement of organizat ion pursuant to  sec t ion  
24(4) of the  Act (YCLA §169.224(4)) ind ica t ing  i t  did not  expect t o  re-  
ce ive  o r  expend more than $500.00 per e l e c t i o n ;  

2) The  committee subsequently did ac tua l l y  receive  o r  expend more than 
$500.00 f o r  one e l ec t i on ;  

3) The  committee f i l e d  both preelect ion and pos t e l ec t i on  campaign s t a t e -  
ments repor t ing  . those r ece ip t s  and expendi t u r e s ;  and 

4 )  The cokn i t t e e  ne i the r  received nor expended $500.00 subsequent t o  the  
pos te lec t ion  campaign statement (and the e l e c t i on  f o r  which the $500.00 
1 imi t was exceeded). 

In answering your quest ion,  i t  w i l l  be helpful  t o  analyze the  f i l i n g  require-  
ments of t he  Act using t he  s p e c i f i c  da ta  you provided f o r  i l l u s t r a t i v e  purposes. 
On June 2,  1977 you f i l e d  a statement of orqaniz t ion pursuant t o  sec t ion  24(4) 
which s t a t e s :  

" ( 4 )  When f i l i n g  a statement of organizat ion a committee may i nd i ca t e  
i n  a  sworn statement t h a t  t h e  committee does not expect f o r  each e l ec t i on  
t o  receive  an amount i n  excess of 5500.00 o r  expend an amount i n  excess 
of  $500.00." 

Your p ree lec t ion  and pos te lec t ion  repor t ing requirements were governed by 
sec t ion  33(2) o f  the  Act (r1CLA 169.233(2)) which provides: 

" ( 2 )  A candidate  committee o r  a committee o the r  t h a n  a candidate commi t t e e  
which f i l e s  a sworn statement pursuant t o  sec t ion  2 4 ( 4 )  need not f i f e  a 
campaign statenlent under subsection ( 1  ) ( a )  unless ir: d i d  not receive  o r  
expend an a ~ o u n t  in excess o f  $500.00, I f  the committee d i d  receive  
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o r  expend an amount in excess of $500.00 on behalf of the campaign, 
the committee shai l f i l e  a campaign statement under subsection (1 ) ( b )  
s t a t ing  tha t  the committee did not receive o r  expend an amount in 
excess of $500.00. I f  the committee receives or  expends an amount in  
excess of $500.00 during a period covered by a f i l  inp, the committee 
is then subject  t o  the campaign f i l i n g  requirements under t h i s  act." 

The f i r s t  sentence of t h i s  s ta tutory provision indicates  a committee w i t h  a 
reporting waiver need not f i l e  a preelection campaign statement unless more than 
$500.00 was received o r  expended. The time period during which t h a t  amount must- 
have been received o r  expended would appear to  be the " for  each elect ion" referred 
t o  i n  section 24(4) above. The second sentence provides f o r  the f i l i n q  of a shor t  
postelection statement i f  not more than $500.00 was received o r  expended "on be- 
half of the campaign." While campaign i s  not a term defined i n  the Act, i t  i s  
defined in Rule l ( c )  (1977 AACS R169.l(c)): 

" ( c )  'Campaign' . o r  'candidate's campaign ' means the candidate 
committee's a c t i v i t i e s  f o r  a specif ic  e lect ion."  

Therefore, "on behalf of the campaign" has the same meaning as  "for  each e lec t ion ."  
The third sentence of section 33(2) uses another period of time, "a period covered 
by a f i l i n g , "  to  determine whether the committee becomes subject  to the f i l i n g  
requirements of the Act. Section 25 of the Act (MCLA 8169.225) defines tha t  period 
as beginning the day a f t e r  the closing date fo r  the most recently f i l e d  statement, 
and ending on the closing date fo r  the statement in  question. The language, 
"a period covered by a f i l i n g , "  i s  inconsistent with the " fo r  each elect ion" and 
"on behalf of the campaign" language used in the r e s t  of sect ion 33(2) and in 
section 24(4). That is  because, in i t s  original form in 1976 PA 388, section 
24(4) read: 

" (4)  A candidate when f i l i n g  a statement of organization f o r  a 
candidate committee may indicate  in a sworn statement tha t  the 
committee does not expect f o r  each elect ion to  receive an amount 
in excess of $500.00 or  expend an amount i n  excess of $500.00 on 
behalf of the candidate 's  campaign. A committee other  than a 
candidate committee may indicate  in a sworn statement tha t  the 
committee does not expect i n  a calendar year to  receive o r  expend 
an amount i n  excess of $500.00." 

When th i s  section was amended t o  i t s  present form by 1977 PA 311, section 33(2) 
was not changed to make the language consistent.  The language "a period covered 
by a f i l i n g "  referred in large part  to the calendar year l imitat ion in the or iginal  
section 24(4). Since noncandidate committees a re  now 1 ini  ted to  the period 
" for  each elect ion" instead of "in a calendar year ,"  and the amendment to  sect ion 
24(4) was made a f t e r  the passage o'f the language in .section 33(2),  the time period 
in the th i rd  sentence of section 33(2) should be understood a s  being " fo r  each 
election." T h i s  reconciles section 24(4) with section 33(2). 

Since you exceeded your expected receipts  or  expenditures, you f i l e d  a preelection 
campaign statement on October 31, 1977 and a postelection campaign statement on 
December 9 ,  1977. Since you exceeded the $500.00 l imi t  f o r  the e lec t ion ,  you were 
required to  make those two f i l i n g s .  Having once received o r  expnded more than 
$500.00 on one e lec t ion ,  you were "then subject to the campaign f i l i n g  r c q u i r e ~ e n t s  
under th i s  act .  'I 
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This language ind ica tes  t he  sec t ion  24(4) repor t ing waiver i s  l o s t  once the  
$500.00 1 imi ta t ion per e l e c t i on  is exceeded. 

The next  f i l i n g  requirement of t he  Act was t he  nnnual campaian statement due . 
June 30, 1978 pursuant t o  sec t ion  35 (MCLA 9169.235). In view s f  s ec t i on  33 (2 ) ,  
you were required t o  make the  annual f i l i n g  unless you amended your statement o f  
organizat ion t o  r e a s se r t  your expecta t ion t h a t  more than $500.00 would not  be 
received o r  expended fo r  each e l ec t i on .  I f  you had amended your statement o f  
organizat ion on o r  before the due da te  of the  annual campaign s ta tement ,  you 
would have been exempted by sec t ion  35(4) from the  annual campaign statement 
due on June 30, 1978. Section 35(4) provides: 

" ( 4 )  A committee f i l i n g  a sworn statement pursuant t o  sec t ion  24(4) 
need not  f i l e , a  statement i n  accordance w i t h  sec t ion 35(1) .  I f  a 
committee receives  o r  expends more than $500.00 during a period 
covered by a f i l i n g ,  t he  committee i s  then sub jec t  t o  the  campaign 
f i l i n g  requirements under this a c t . "  

T h i s  exemption does not apply i f  t he  repor t ing waiver has been l o s t  by exceeding 
the  l i m i t a t i o n  sometime a f t e r  f i l i n g  the  sworn statement under sec t ion  24(4).  
The fina.l sentence of sect ion 35(4) i s  iden t ica l  to the f i na l  sentence of 
sec t ion  33(2) and should be given the  same readinq. Thus had you r e f i l e d  your 
s ta tement  of organization with a new sworn s ta tement ,  you would not need t o  f i l e  
an annual campaign statement un t i l  $500.01 had been received o r  expended f o r  one 
e l ec t i on .  

- .  

I t  should be noted t h a t  i n  determining whether more than $500.00 has been received 
f o r  one e l ec t i on ,  r u l e  37 (1977 AACS 169.37) m u s t  be taken i n t o  account: 

" A  committee which has f i l e d  w i t h  i t s  statement of organizat ion 
a sworn statement as  provfded i n  sec t ion  24(4) of the Act and 
which, following an e l e c t i o n ,  has cash o r  cash equivalents  on 
hand s h a l l ,  f o r  the  next ensuing e l e c t i o n ,  r epor t  the same a s  
'cash on hand a t  beginning of account per iod. '  The 'cash 
on hand a t  beginning of accounting period'  sha l l  be a p a r t  of 
t he  aggregate r e ce ip t s  f o r  t he  next ensuing e l ec t i on ,  b u t  
need not  be f u r t h e r  itemized." 

Therefore,  a surplus  c a r r i ed  over from a p r i o r  e lec t ion  i s  " p a r t  of the  
aggregate r e ce ip t s "  f o r  the  next e l e c t i on  and wi l l  be counted toward the  
$500.00 1 imi ta t ion.  

i n  conclusion,  an annual campaign statement m u s t  be f i l e d  by a'committee w i t h  
a repor t ing waiver once the  committee has received o r  expended more than $500.00 
f o r  an e lec t ion .  In order  t o  regain a l o s t  repor t inq waiver, a committee m u s t  
r e f i l e  the  sworn statement pursuant to  sect ion 24(4) .  Your committee was 
required t o  f i l e  an annual campaign s ta tm~lent  on June 30, 1978. This is  con- 
s i s t e n t  with the i n s t r u c t i o ~ s  pur l ished on page f i v e  of the Apr i l ,  1978 i s sue  
of BULLETII.I, the  infomlational pub1 ica  t ion prepared by the  Department of S t a t e ' s  
Campaigrl Finance Reporting Section.  .Attached you rvill f ind a copy of t h i s  
pub ;  i ca t ion .  
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February 6 ,  1980 

T h i s  respo;sz constitutes a declaratory rul ing concerning the applicability 
of the Act t o  the facts  presented i n  your request. 

Sincerely, 

Richard H. Aust in  
Secretary o f  State  

PHA: 1 r 

Attachment 

cc: Janet McKenzie 
Deputy Clerk 
Genesee County 
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STATE OF MICHIGAN 

FRANK J. KELLEY, ATTORNEY GENERAL 

Opinion No. 5695 

April 28, 1980 

ELECTIONS: 

Corporate contributions to influence vote on ballot proposal 

INSURANCE: 

Contributions by insurance company to influence outcon~e of ballot proposal 

A provision in the Insurance Code of 1956 which prohibits contributions by insurers which would influence or affect the 
vote 011 a ballot question is unconstitutional. 

Hoilorable John M. Engler 

State Senator 

The Capitol 

Lansing, Michigan 

You have requested my opinion on the constitutioilality of the Insurance Code of 1956, 1956 PA 218, Sec. 2074; MCLA 
500.2074; MSA 24.12074, which prohibits political contributions which would influence or affect the vote on a ballot 
proposal by insurers doing business it1 the State of Michigan. 

Specifically, 1956 PA 218, Sec. 2 0 7 4 , ~ a ,  provides, in part, that: 

' ( I )  No Insulei doing bus~ness In t h ~ s  state shall, diiectly or ~nd~rectly,  pay or use, or offer, consent or agree to 
pay 01 use ally money or ploperty for 01 In a ~ d  of any polltical part~es, conlnl~ttee or organ~zation, or for or In a ~ d  
of ally corpoiatlon, jo111t stock or other association organized or ma~ntained for polltical purposes, oi for or 111 a ~ d  
of any candidate for p o l ~ t ~ c a l  office or for nomlnatlon for such office, or for thg purpose of influencin~or 
affect~ng the kote on any question s u b n ~ ~ t t e d t o  the ~ o t e i s ,  otherthan one mater~ally affect~ng any of the property, 
b u ~ ~ n e s ~ o r  assets of such Insum, or foi any po l~ t~ca l  pupose, whatsoever, or for the re~mbuisernelit or 
~ridenln~fication of ally pelson for money or property so used, ' 

(emphasis added) 

.4dditionally, Sec. 106 of the Insurance Code of 1956. s u p ~ a ,  defines an insurer as: 
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'. . . any individual, colporation, association, partnership, reciprocal exchange, inter-insurer, Lloyds organization, 
fraternal benefit society, and any other legal entity, engaged or attempting to engage in the business of making 
insurance or surety contracts.' 

Tlie Michigan Supreme court in Advisory Opinion on Constitutionality of 1975 PA 227 (Questions 2-10), 396 Mich 465; 
242 NW2d 3 (1976), while considering the constitutionality of See. 95 of the then Political Reform Act, 1975 PA 227, 
Sec. 95; MCLA 169.95; MSA 4.1701(95) which prohibited corporate contributions or expenditures for any political 
pulpose, concluded that: 

'. . . corporate contributions or expenditures for the pulpose of influencing the nomination or election of a 
candidate may be constitutionally prohibited in order to preserve the integrity of the electoral process. However, 
we would view the prohibition of corporate contributio~is or expenditures for the purpose of influencing the 
qualification, passage, or defeat of a ballot question as an unconstitutional abridgement of freedom of speech and 
press as guaranteed by [Const 19631 art 1, See. 5.' 396 Micli 465, 491 (emphasis added) 

The Court went on to hold that: 

'. . . insofar as Sec. 95 interferes with the right of the public to hear divergent views of public importance by 
prohibiting corporations from making contributions or expenditures for the purpose of communicating its opinion 
concerning ballot questions, it is violative of Const 1963, art 1, See. 5. . . .' 396 Mich 465, 495 

I11 addition, the United States Supreme Court inJirst National Bank of Boston v Bellotti, 435 US 765, 777; 55 L Ed 2d 
707; 98 S Ct 1407,reh_dn, 438 US 907; 57 L Ed 2d 1150; 98 S Ct 3126 (1978), lield a comparable provision of 
Massachusetts law prohibiting corporations from making political contributions, except as to ballot proposals which 
materially affected the property, business or assets of the corporation, to be unconstitutional as a denial of the First 
Amendment rights of the corporation. Tlie Court, quoting from Mills v Alabanla, 384 US 214, 218; 16 L Ed 2d 484; 86 
S Ct 1434 (1966) held that: 

'. . . 'there is practically universal agreement that a major purpose of [the First] Amendment was to protect the 
free discussion of governmental affairs." 

Thus, legal entities which are encompassed within the definitio~l of insurer in 1956 PA 218, See. 106, supra, have the 
same protected right to freedom of speech as do corporations. 

OAG, 1975-1976, No 5123, p 629, 633 (September 30, 1976), considered whether Sec. 919 of the Michigan Election 
Law, 1954 PA 116, See. 919; MCLA 168.919; MSA 6.1919 ("1 which prohibited a corporation from making political 
contributions of any kind, was constitutional. After reviewing the principles established in Advisory Opinion on 
Constitutionality of 1975 PA 227 (Questions 2-10), supra, and Schwartz v Ronines, 495 F2d 844 (CA 2, 1974), the 
Attorney General concluded that: 

'. . . any attempt to enforce 1954 PA 1 16, Sec. 9 1 9 , m a ,  where the sole basis of prosecution is a campaign 
contributioli made in support of or in opposition to a ballot question, would violate the freedoms of expression 
and assembly guaranteed by Const 1963, art 1, Secs. 1, 2, 3 and 5.' 

Fu~thermore, the present Campaign Finance Act, 1976 PA 388, Secs. 54, 55; MCLA 169.254, MCLA 169.255; MSA 
4.1703(54), MSA 4.1703(55) permits a corporation or joint stock company to make a contribution when the purpose is 
'for the qualification, passage, or defeat of a ballot question,' 1976 PA 388, supra, See. 54, and to establish separate, 
segregated funds which may be solicited from very specific sources and used for very specific political purposes. In 
OAG, 1977-1978, No 5279, p (March 22, 1978), OAG, 1977-1978, No 5344, p (July 20, 1978) and OAG, 1977- 
1978, No 5422, p (December 29, 1978) it ivas lield that the extent of corporate investment in the financing of 
elections is limited to the manner and method authorized in Secs. 54 and 55 , sup~a .  

r I ' l ~ ~ ~ s ,  \vliile the Insurance Code of 1956, See. 2074, supra, does pel-niit insurers to make political contributions in 
narrowly defined instances, the limitat~on contained therein relating to ballot questions is not in accord with the 
Micli~gan Supreme Court's decision in Advisory Opinion on the Constitutionality of 1975 PA 227, (Questions 2-10). 
supra. the United States Supreme Court's decision i11 Fi~:st National Bank of Boston v Bcllotti, supra. and recent opinions 
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of this office. Therefore, it is my opinio~l that the provision in 1956 PA 2 18, See. 2074, supra, which prohibits 
colltrlbutions by insurers which would influence or affect the vote on ballot questions is unconstitutional. 

Whenever a portion of a statute is determined to be unconstitutional, the void provision may be severed without 
invalidating the entire statute. This may be accomplished as long as the statute can be enforced without the void 
provision, and it is clear that the Legislature would have enacted the statute without the severed portion. OAG, 1979- 
1980, No 5485, p (April 26, 1979); OAG 1975-1976, No 4870, p 101 (June 13, 1975). 

Since 1956 PA 218, See. 2074, supra, provides for other limitations on political activities by insurers doing business in 
the State of Michigan, it is clear that the section would have been enacted without the invalid provision. Therefore, the 
unco~lstitutional portion of See. 2074 may be severed without invalidating the entire section. 

It is, therefore, my opinion that the underscored portion of 1956 PA 218, Sec. 2074, supra, quoted above, is 
unconstitutional. 

Frank J. Kelley 

Attorney General -- - 

("' ) Repealed by the Campaign Finance Act, 1976 PA 388, See. 28 1; MCLA 169.28 1; MSA 4.1703(8 1) and 
replaced with changes as 1976 PA 388, Sees. 254, 255; MCLA 169.254; 169.255; MSA 4.1703(54), 4.1703(55). 
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