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M I C H I G A N  D E P A R T M E N T  OF S T A T E  

SECRETARY OF STATE 
L A N S I N G  

RICHARO H. AUSTIN 
M I C H I G A N  4 8 9 1  g 

STATE TREASURY BUlLDlNQ 

January 3, 1984 

L. Brooks Pat te rson 
P rosecu t i  ng At to rney  
Courthouse Tower 
P o n t i  ac, Michigan 48053 

Dear M r .  Pa t te rson:  

I n  your  l e t t e r  o f  November 17, 1983, you request  t h a t  the Secretary of  S ta te  
i s s u e  a  d e c l a r a t o r y  r u l  i n g  on the  quest ion o f  whether the c o n t r i b u t i o n  l i m i t s  o f  
s e c t i o n  52 o f  the  Campaign Finance Act, 1976 PA 388, as amended ( t h e  "Act" )  , a r e  
a p p l i c a b l e  t o  c o n t r i b u t i o n s  made t o  an o f f i c e h o l d e r  who i s  the sub jec t  o f  a  
r e c a l l  e l  ec ti on. 

* 
Your request  was made subsequent to the d ismissal  o f  your  a c t i o n  aga ins t  Senator 
M a s t i n ' s  cand ida te  committee i n  Oakland County C i r c u i t  Court.  The d ismissal  was 
based on your  f a i l u r e  to seek a  dec la ra to ry  r u l i n g  from the  Secretary of  S t a t e  
p r i o r  to seeking dec la ra to ry  re1  i e f  from the Court.  

Speci f i c a l  l y  you s t a t e  the f o l  1  owing: 

" I am request ing  t h a t  you speci f i c a l  l y  r u l e  whether Sect ion 52 of the 
Campaign Finance Act  a p p l i e s  t o  a  candidate committee o f  an o f f i c e  
ho lde r  sub jec t  to a  r e c a l l  vote. I am sure  t h a t  you a re  aware of the 
October 7, 1983 l e t t e r  from M r .  P h i l i p  T. Frangos, D i r e c t o r  o f  
Hearings and L e g i s l a t i o n  f o r  your  o f f i c e ,  which advises t h a t  the pro- 
v i s i o n s  o f  Sec t ion  52 do n o t  apply t o  a  candidate f o r  r e c a l l .  1 
d isagree w i t h  t h a t  r u l i n g  and request t h a t  you recons ider  i t  and issue 
a  formal decl a r a t o r y  r u l  1  ng on t h a t  issue ." 

T h i s  review o f  t he  ma t te r  i n d i c a t e s  t h a t  the l e t t e r  issued by P h i l l i p  T. Frangos 
October 7,  1983, reaches the c o r r e c t  conclus ion w i t h  respect  t o  the app l i cab i -  
1 i t y  o f  s e c t i o n  52 o f  the Ac t  (MCL 169.252) . The bas is  f o r  concluding t h a t  
c o n t r i b u t o r s  a re  n o t  bound by the c o n t r i b u t i o n  1  i m i  t s  o f  sec t i on  52 i s  s e t  f o r t h  
i n  the  l e t t e r  as f o l l  ows: 
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"Pursuant to sec t ion  12(2)  o f  the Ac t  (MCL 169.212) , a  member of the  
L e g i s l a t u r e  i s  a  candidate f o r  ' s t a t e  e l  e c t i v e  o f f i c e .  ' However, 
' e l e c t i v e  o f f i c e '  i s  de f ined i n  sec t i on  5(2)  o f  the  Ac t  (MCL 169.205) 
as ' a  p u b l i c  o f f i c e  f i l l e d  by an e l e c t i o n ,  except  f o r  federa l  o f f i c e s . '  
S ince a  r e c a l l  vote does no t  fill a  pub1 i c  o f f i c e ,  i t  must be concluded 
t h a t  the candidate committee of an o f f i ceho lde r  sub jec t  to a  r e c a l l  
v o t e  i s  n o t  a ' cand ida te  commi tee  of a  candidate f o r  s t a t e  e l e c t i v e  
o f f i c e . '  Therefore, s e c t i o n  52 does n o t  apply t o  c o n t r i b u t i o n s  
rece ived by an o f f i c e h o l d e r  who i s  be ing  reca l  l e d ,  p rov ided the c o n t r i -  
b u t i o n s  a re  designated f o r  a  r e c a l l  e l e c t i o n .  

I n  an e l e c t i o n  to fill an o f f i c e ,  the  opponents are two o r  more can- 
d i d a t e  c o m i  t t e e s  opera t ing  under the same r e s t r i c t i o n s .  Fo r  exampl e, 
i n  a  s t a t e  senator ia l  e l e c t i o n ,  c o n t r i b u t i o n s  t o  each candidate are  
1  fm i ted  by sec t i on  52(1) t o  $450.00, unless made by an independent corn- 
mi tee,  po l  i t i c a l  p a r t y  committee, o r  t he  s t a t e  c e n t r a l  committee o f  a  
p o l  i t i c a l  pa r t y .  Con t r i  bu t i ons  from these committees, however, a r e  
s u b j e c t  to o ther  r e s t r i c t i o n s .  

Proponents o f  a r e c a l l  measure are  requ i red  to f i l e  a  statement o f  
o rgan iza t i on  as a  pol i t i c a l  commi t t e e .  Con t r i bu t i ons  t o  pol  i t i c a l  corn- 
m i t t e e s  are  n o t  sub jec t  t o  l i m i t a t i o n  under the Act. I f  sec t ion  52 
were to  apply t o  c o n t r i b u t i o n s  rece ived by the  candidate committee o f  a  
S ta te  e l  e c t i v e  o f f i c e h o l  der f a c i n g  a  r e c a l l  , t h e  opponents i n  a  r e c a l l  
e l e c t i o n  would be opera t ing  under d i f f e r e n t  se ts  o f  r u l e s .  Such an 
f  n t e r p r e t a t i o n  woul d  undermine the open and f a i r  e l e c t i o n  pol i c y  o ther -  
w ise  promoted by the Ac t  by a1 l ow ing  the  pol i t i c a l  committee advocat ing 
t h e  r e c a l l  to engage i n  unl i r n i  t e d  fund ra i  s i  ng , whi 1  e severely  1  i m i  t i n g  
t h e  o f f i c e h o l d e r ' s  a b i l i t y  t o  r a i s e  money. Th i s  r e s u l t ,  which i s  
i n c o n s i s t e n t  w i t h  the A c t ' s  purpose, i s  bo th  absurd and u n f a i r  and 
c o u l d  n o t  have been intended by the Legi  s l  a ture.  Consequently, s e c t i o n  
52  cannot be construed as app ly ing  t o  c o n t r i b u t i o n s  rece ived by the  
candidate commi t t e e  o f  a  s t a t e  e l  e c t i v e  o f f i c e h o l  der f a c i n g  a  r e c a l l  
e lec t i on . "  

One o f  t he  p o i n t s  made i n  the  ma te r ia l  submitted a1 ong w i t h  the  request f o r  a  
d e c l a r a t o r y  r u l i n g  i s  t h a t  the  prev ious l e t t e r  ignores sec t i on  5(1) o f  the  A c t  
(MCL 169.205). That sec t ion  de f ines  the t e n  e l e c t i o n .  Recal l  e l e c t i o n s  a r e  
s p e c i f i c a l l y  inc luded i n  the d e f i n i t i o n .  Th i s  p r o v i s i o n  was n o t  ignored i n  
d r a f t i n g  the previous l e t t e r .  It i s  c l e a r  t h a t  a  r e c a l l  vo te  i s  an e l e c t i o n  
pursuant  to the Act.  As a  r e s u l t  committees which p a r t i c i p a t e  i n  r e c a l l  e lec-  
t i o n s  a re  requ i red  t o  meet a1 1  the r e g i s t r a t i o n s  and d isc1 osure requirements of 
t h e  Act. It i s  no t  i n c o n s i s t e n t  to conclude t h a t  even though a  r e c a l l  vo te  i s  
an e l e c t i o n  t h a t  the p rov i s ions  o f  sec t i on  52 a re  n o t  appl i c a b l e  s ince the o f f i -  
ceho lder  who i s  the sub jec t  o f  the r e c a l l  vo te  i s  n o t  a  "candidate f o r  s t a t e  
e l e c t i v e  o f f i c e "  which i s  a  p r e r e q u i s i t e  to the  a p p l i c a t i o n  o f  the c o n t r i b u t i o n  
l i m i t s  s e t  f o r t h  i n  sec t ion  52. 

I n  upholding the c o n t r i b u t i o n  1 i m i  t s  establ  f shed i n  the Federal E l e c t i o n  
Campaign Act, t he  U.S. Supreme Cour t  i n  Buck1 ey v  Valeo, 424 US 1 (1976) po in ted  
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t o  the f a c t  t h a t  the c o n t r i b u t i o n  1  i m i  t s  a p p l i e d  equa l l y  t o  Incumbents and 
chal  1  engers as f o l  1 ows : 

" A p a r t  from these F i r s t  Amendment concerns, appe l l  an ts  argue t h a t  the 
c o n t r i b u t i o n  1  i m i t a t i o n s  work such an i n v i d i o u s  d i s c r i m i n a t i o n  between 
incumbents and c h a l l  engers t h a t  the s t a t u t o r y  p rov i s ions  must be 
decl  ared u n c o n s t i t u t i o n a l  on t h e i r  face. I n  cons ider ing  t h i s  conten- 
t i o n ,  i t  i s  important  a t  the  o u t s e t  to note t h a t  the A c t  appl i e s  the  
same l i m i t a t i o n s  on c o n t r i b u t i o n s  t o  a l l  candidates regard less  of t h e i r  
p resen t  occupations, i d e o l o g i c a l  views, o r  p a r t y  a f f i l  i a t i o n s .  Absent 
reco rd  evidence o f  i n v i d i o u s  d i s c r i m i n a t i o n  aga ins t  cha l lengers  as a  
c l a s s ,  a  c o u r t  should g e n e r a l l y  be h e s i t a n t  to i n v a l j d a t e  l e g i s l a t i o n  
which on i t s  face imposes evenhanded r e s t r i c t i o n s . "  (424  US 1 a t  31) 

The Secretary o f  S ta te  has an ob l  i g a t t o n  to admin is te r  t h i s  law i n  a  c o n s t i t u -  
t i o n a l  fashion and t o  implement t h e  s t a t u t e  so as to avo id  absurd r e s u l t s .  

To implement the  s t a t u t e  as you have suggested would t r e a t  c o n t r i b u t o r s  t o  the 
proponents o f  a  r e c a l l  d i f f e r e n t l y  than c o n t r i b u t o r s  to the committee o f  the  
s t a t e  o f f i c i a l  who i s  the  s u b j e c t  of the r e c a l l .  Such a  c o n s t r u c t i o n  would sub- 
j e c t  the  Ac t  t o  a  chal lenge on c o n s t i  t u t i o n a l  grounds. I n  a d d i t i o n  i t  would 
c r e a t e  a  r e s u l t  t h a t  c l e a r l y  c o u l d  n o t  have been intended by the  L e g i s l a t u r e .  

T h i s  response i s  a  .dec la ra tory  r u l i n g  as prov ided f o r  i n  the  Act, t he  Rules and 
t h e  Michigan Admin i s t ra t i ve  Procedures Act. 

V e r w u l  y  yours, 

Secre tary  o f  S t a t e  
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RiCHARO W .  AUSYlM e SECREirZRY 3F STATE 
M1C:Hii;AN 4 8 9 1  8 

S T A T E  T R E A S U R Y  BUILDING 

January 24, 1984 

Mrs. F lo rence  F .  S d l  tzrnan 
30630 Woodsi de Drl ~e 
F r a n k l  i n ,  MSchi gafi 48025 

Dear Mrs. Sai tzman: 

T h i s  ? T  i n  response t o  you r  j n q u i r y  concern ing t he  Camp&, gn F inance Ac t ,  1976 PA 
388, a s  afilenaed ( t h e  '%ctU)  . You : ,~t t rn i  t t e d  a rlocumer,t era t 1 t l e d  "Twenty 
Q u e s t b n s  i n  thc F r a n k l i n  School P rope r t y  Fureh6se" and d s k  i f  the document may 
be d e f i n e d  as " a  PO? l t l c d l  p i e c e  3f  d [jroklp d t t e i np t i ng  rl j  inf lue?rrce dn r - . l ec t ion  
and i f  so, shoul dn '  t tne group f i l e  an o r g a n i z a t i o n  statenlent D I  us 1 d e t a i l e d  
r e p o r t ? "  You s n d i c a t e  t h a t  i t  i s  you r  bei l e f  t h d t  t h e  aocument " r ep resen t s  d 

group a t t enp t l r , g  t o  l i n f luence  an r -Sect ion" and d s k  t l iar; .  f f  t h e  Deparrrcerlt 
agrees, \*re n o t i  f j  the  Oak1 and County C le rks  o f f i c e  dnd you rse l  f " s o  t h a t  3ak land 
County can . . . reques t  the  group" f i l  l i n g . "  

I n  rcspon;e t o  you r  li,uestlcns, ~t [nusf: f i r s t  be p a l n t e a  o u t  t h a t  the  conc1us;on 
o f  the d o c ~ l ? ~ ~ c t  stdtes ,  "The purpose o f  t h i s  q u e s t i c n n a i r e  i s  t o  J L ~  ques t ions  
t h a t  neea d f i swe r i ng  and t o  ge t  maximum v o t e r  p d r t i c i p s t i u n . "  Nowhere I n  the 
Gocunlent nay be  folirla any s ta tement  u r g i n g  v o t e r s  t o  s u ~ p o i - t  o r  r ' e jec t  any par-  
r , i ~ , i l a r  position ( 1 . e . ,  "Vo te  Yes { ~ r  No) on t he  F rank l  l n  Schocii ?r.uperty 
?urc!id:ei"l . T h ?  Ac t  r e q u i r e s  t h a t  c e r t n l n  evperrdi t u r e s  be r e p o r l e d  , ~ n d  
c?xc? uaes : 

"An ~ x p e n d ~ t u r e  f o r  csmmur;~zatiun on a s u b j e c t  ..r < s s ~ @  i f  t h ~  cam- 
rnun ica t ion  does c o t  supporc or op;lcse d ~ n i l o t  ;ssue o r  cand-fdate Ly vsme o r  
c l e d r  i n f e r e n c e  . .. . ." ( M C L  1 6 9 . 2 0 6 ( 3 ' ~ ( ~ ) )  

Becdbse t9e docurn?nt which you subrnieLed doe5 l l a t  d p p p a r  t o  "suppur; or. sppose n 
ad1 l o t  i s j u e "  ? i t h e r  l i r e c t l y  " o r  by c lea r  infererrct.," f unas  used  t, ;;a? f o r  i t  
da  n o t  f a l l  w i t h i n  t h e  d e f i n i t i o n  o f  expenal  t u r e s  whlch must be r e p c r t e d .  

A "corfimi t t ee"  1 s r ? e f i n e d  as s e c t i o n  3(41  o f  the Ac t  as  meanin$: 

" . ,, . a person who rece i ves  c o n t i - ; b u t i o n s  qr' :.isi:cs expend i tu res  f o r  
xhe p c r p o s e  o f  i ~ f l u e n c i n g  or d t t e f i l p t i n q  t o  i n F ' ~ ~ n c c  the sct iun ;f 
t h e  ; lutcrs f o r  1.1r a g d i  n s t  the  . . . t j ~ i , ~  j f i c 3 t i  3r!. g a s s d g e ,  ijr i i e fea t  
o f  a b a ;  l o t  ques t ion ,  i f  . . . expcnd i ru rus  :naae t ~ ! t a ' i  $280.(10 o r  more 
i n  a  ca: endar year . "  
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Because the document you submi t ted  does  n o t  appear t o  " i n f l u e n c e  o r  a t t e m p t  t o  
r 'nf luence the a c t i o n  o f  the  v o t e r s  f o r  o r  aga ins t "  the " F r a n k l i n  School Proper ty  
PurchaseN b u t  r a t h e r  appears t o  "ask ques t ions  . . . and t o  g e t  maximum v o t e r  
p a r t i c i p 8 t i o n , "  i t  f o l l o w s  t h a t  t h e  group c i r c u l a t i n g  the doctiment i s  n o t  a 
"commi t'tee" as d e f i n e d  above, and t h e r e f o r e  need n o t f i l e  a s ta tement  o f  o rgan i -  
z a t i o n  o r  campaign s ta tements  u n t i l  i t  a c t u a l l y  becomes a commit tee as de f i ned  i n  
t h e  A c t .  

The above i s  no t  a  d e c l a r a t o r y  r u l i n g  concern ing  the A c t  because none was 
requested. 

Very e r u l  y yours,  

P h i l l i p  T. Frangos 
v 

D i  r e c t o r  
O f f i c e  sf Heari ngs and L e g i  sl a t i  on 
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January 24, 1984 

S .  James C la rkson  
4000 Town Cen te r ,  Ste .  1470-A 
S o u t h f i e 1  d, M ich igan  48075 

Dear M r .  C la rkson :  

T h i s  i s  I n  response t o  y o u r  i n q u i r y  ~ o n c e r n i r ~ g  t h e  Campdiqn F inance Ac t  ( t h e  
I I A ~ ~ ~ ~  ) , 1976 PA 388, ds amended. You reques ted  s i l e z l a r a t o r y  R u l i n g  concern ing  

l i t e r a t u r e  you contemplate  sending t o  o t h e r  a t t o r n e y s  i n d i c a t i n g  t h a t :  

" . . . Many f r i e n d s  have asked me t o  r u n  f o r  r e - e l e c t i o n  ( t o  a j u d i -  
c i a l  p o s i t i o n ) .  I t h o u g h t  i t  best t o  f i r s t  ask t n e  lawyers  i f  enough 
share t h e  same o p i  n i  on. " 

You go on t o  adv ise  t h a t ,  based upon y o u r  exper ience,  " . . . I fee !  c h a t  i can 
s e r v e  i n  a  way t h a t  would make t h e  p r a c t i c e  o f  law more of an enjoyment than a 
t r i b u l a t i o n .  I hope t h a t  i n  t h e  even t  I d s c i d e  t o  ' t h r o w  my h a t  i n t o  t h e  r i n g '  
I can have y o u r  suppor t .  " You ask i f  c i r c u l a t i n g  the l i t e r a t u r e  d e s c r i b e d  above 
r e q u i  r c s  t h a t  you "comply w i t h  t h e  i d e n t i f i c a t i o n  and d i  sc la i rner  requf  rements o f  
t h e  . . . A c t  arid e s t a b l i s h e s  me (3s a c a n d i d a t e ,  o r  whether t h i s  represe8t.s a 
mere i n t e n t i o n  p r e l i m i n a r y  t o  d e t e r m i n i n g  whether t o  be a cand ida te "  2nd t h e r e -  
f o r e ,  compl i a n c e  w i t h  t h e  A c t  i s  n o t  r e q u i r e d .  

A person becomes a c 6 n d l d a t e  f o r  purposes o f  t he  Ac t  by f a l l i n g  d i t h i n  t h e  Gef:- 
n i t i o n  o f  " c a n d i d a t e "  found I n  t h e  Ac t .  S e c t i o n  ;ill s e t s  f o r t h  en is  d e f i n i t i o n  
as f o l l o w s :  

"Sec. 3 .  11) 'Car id idate '  rnedns (30 i n d r v i d u a l :  ( a )  who f i l e >  3 feu, 
a f f i d a v i  :; o f  Incumbency, o r  nonii n a t i n y  p e c i  t i o n  f ~ r  an e l e c t i v e  
o f f i c e ,  ( b )  wnosc nomina t ion  a s  (3 c a n d i d a t e  f o r  e l e c t i v e  o f f i c e  ay a 
p o l i t i c a l  p a r t y  caucus o r  conven t ion ,  i s  c e r t i f i e d  to the  a p p r o v r * j s t e  
f i i  i n g  o f f i c i a l ,  ((1) who r e c e i v e s  ,I c o n t r i b u t i o n ,  makes an exnen-. -- -- - -  -.-- - - ~ -  . - - -- - . .. .- 
b i t u r e ,  o r  ~ j i v e s  conscnc f o r  ,another ;)c.rsori t.0 r e c e i v e  a c o n t r i n c r t i o n  
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norn~nat-ion o r  $ f c t ! o r l  t o  an ? c t i v e  r i r c ~ c e ,  w h e t f i ~ r  or r:ot "ccle ;pe- 
Fifi~--~~~~Cct~v~~oi'~c~-fi~rX~,--t'nC ccTnddiiif 5 t i : 1 seek zoir, S q ci t i 3 r, o r  
e l c c r i o ~  i s  knoi ln a t  t he  t i m e  t n e  c q n t r - l b u t l o l  5 r e c e i ~ e d  o r  tilt 
e x p c n a ~  l u r e  ;; m d e ,  o r  ; 6 )  whs i s  ~n o f f i c e h o !  d e r  NMG i s  T t iu  s u b j e c t  
a f  a r r c a l l  vo te ,  l l n l e s s  t h e  o f f i c e h d i d e r  i s  c o n s t i  t . r t : o n d I l q  or 
7 ?gal  7y b a r r e o  f r o i i ~  seeKlrlg r p e l  e c t l  on o i  = d l  1 s t o  f ;  l e  f o r  teel i -ct ;on 
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t o  t h a t  o f f i c e  by t h e  a p p l i c a b l e  f i l i n g  dead l ine ,  an e l e c t e d  o f f i c e -  
h o l d e r  s h a l l  be cons idered  t o  be a cand ida te  f o r  r e e l e c t i o n  t o  t h a t  
same o f f i c e  f o r  t h e  purposes o f  t h i s  a c t  on l y  . . . ." (emphasis 
added 

The above d e f i n i t i o n  must be r e a d  i n  c o n j u n c t i o n  w i t h  s e c t i o n  6 ( 1 ) ,  d e f i n i n g  
"expendi  t u r e "  as meaning: 

" . . . a payment, donat ion,  l oan ,  pledge, o r  promise o f  payment o f  
money o r  any th i ng  o f  a s c e r t a i  nab1 e monetary va l  ue  f o r  goods, 
m a t e r i a l s ,  se r v i ces  o r  f a c i l i t i e s  i n  ass i s t ance  of  o r  i n  o p p o s i t i o n  t o ,  
t h e  nominat ion o r  e l e c t i o n  o f  a cand ida te  . . . ." (emphasis added) 

It i s  t h e  Depar tment 's  p o s i t i o n  t h a t ,  r a t h e r  than s imp ly  " t e s t i n g  the  water,"  by 
p a y i n g  f o r  and c i r c u l a t i n g  a  l e t t e r  such as you enc losed you a re  i n  r e a l  i t y  
making an expend i tu re  i n  a s s i s t a n c e  o f  y o u r  nominat ion o r  e l e c t i o n  as a can- 
d i d a t e ,  even i f  you u l t i m a t e l y  dec ide  n o t  t o  r u n  f o r  o f f i c e .  Therefore,  you  a r e  
a cand ida te  and must f i l e  a s ta tement  o f  o rgan i za t i on .  

I t  i s  unc lea r  f rom y o u r  l e t t e r  whether t h e  expend i tu re  you a re  p ropos ing  t o  make 
comes from y o u r  personal  funds, c o n t r i b u t i o n s  r ece i ved  from o t h e r  persons, o r  
y o u r  law p r a c t i c e .  I f  t h e  l a t t e r  i s  t h e  source o f  t h e  money spent,  d i f f e r e n t  
p r o v i s i o n s  app ly  depending on t h e  n a t u r e  o f  y o u r  p r a c t i c e .  , 

I f  t h e  law p r a c t i c e  i s  a  s o l e  p r o p r i e t o r s h i p ,  then funds may be spent  and 
r e p o r t e d  as personal  c o n t r i b u t i o n s  t o  y o u r  campaign. I f  t he  law f i r m  i s  a  p a r t -  
ne r sh ip ,  t h e  f i r m  w i l l  be r e q u i r e d  t o  f i l e  and r e p o r t  as a  committee i f  $200.00 
o r  more i s  expended, un less  t h e  funds rep resen t  c o n t r i b u t i o n s  f rom you r  p a r t n e r s  
as i n d i v i d u a l s .  I f  t h e  law f i r m  i s  i nco rpo ra ted ,  no funds may be u t i l i z e d  i n  
t h e  campaign, s i nce  co rpo ra te  c o n t r i b u t i o n s  o r  expend i tu res  on b e h a l f  o f  can- 
d i d a t e s  a r e  un lawfu l  pu rsuan t  t o  s e c t i o n  54 o f  t he  Ac t  (MCL 169.254).  

The l i t e r a t u r e  you propose t o  send i s  covered by s e c t i o n  47 o f  t h e  Ac t  (MCL 
169.247) which r e q u i r e s  p r i n t e d  m a t t e r  t o  bear upon i t  the  name and address o f  
t h e  person pay ing  f o r  i t .  These v a r i o u s  requi rements  a r e  exp la i ned  i n  the  
enc losed  manual designed t o  a s s i s t  persons i n  comply ing w i t h  t he  Act.  

T h i s  l e t t e r  c o n s t i t u t e s  a d e c l a r a t o r y  r u l i n g  pursuant  t o  s e c t i o n  63 o f  the  
M ich igan  Admini s t r a t i  ve Procedures A c t  (MCL 24.263) and t h e  r u l  es promulgated t o  
implement t h e  Ac t .  

, . 
Richa rd  H.  A u s t i n  
Sec re ta r y  o f  S t a t e  



.@- * t  2-134-CI 
M I C H : G A N  J E P A R T M E N ?  O F  S y ~ ~ j t - .  

- - - - - -- - - ------ ------... - .- . . "- .- "-- - . - . - " A  . * .  . - .  - 
RICHARD H. AUSTIN e SECRETARY OF S T h Y E  -- ---- ---- ---- - 

u i c n i o l ,  4 s 9 1 a  
S T A T E  T R f  A S U R Y  B U l i D l k 5  

February 13, 1984 

M r .  Richard 3 ,  McLell an 
Dykema, Gossett ,  Spencer, Goodnow & T r ~ g g  
800 Michigan Nat iona l  Tower 
Lansi ng, Michigan 48933 

Dear M r .  R L e l l a n :  t 

Th is  t s i n  response t o  your  request  f o r  an I n t e r p r e t a t i o n  a f  the Campaign 
Finance Act  ( t h e  "Act" )  , 1976 PA 388, as amended, u-ega?-diflg the  payment o f  
leyai  fees by a candidate comni t t e e  o r  an o f f i  cenol der expense fund. 

You i n d i c n t e d  you r e c e n t l y  performed legs1 ~ o r k  f o r  an officeholder, h i s  cam- 
p r i i  gn cor&!i t t e e  , dand h i  s o f f  i c e h o l  der= expense fund ( "05'') w i t h  respec t  t o  a 
proposed reca? 1 o f  the o f f i c e h o l d e r  and t o  cGmpra;nts f . i l ed  under the Act 
aga ins t  the o f f i c e h o l d e r ,  t he  candidate committee, and the  OEF. You i n d i c a t e d  
i t  i s  impclssible for you t o  a1 1 ocate the t ime  spent In p r o v i d i n g  l e g a l  serv ices 
among the o f f  iceno1 der , h i  s  candidate comni t t e e ,  a n d  hs s OEF, and ask whether the 
cdndidate commit tee and/or the  OEF may pay yodr  l ega l  fees. l 

I n  order  f o r  the candidate c o m i  t t e e  t o  pay p a r t  o r  a i l  o f  these l e g a l  fees, 
the 9ayment must be an expendi ture as de f ined i n  sec t ion  n o f  ?,he Act ,  KL 
169,666, i n  the a s s i s t a ~ c e  o f  the n o m ~ n a t i o n  o r  e l e c t ~ c n  o f  the candjdate. 
Sect ion 49 o f  the Act ,  MCL 169.249, prov ides the O C F  nay pay l e g d l  fees,  i f  I 

they are incidenta'r t o  t he  o f f i c e  and are n o t  furthering the nomrndtlon o r  
el ecxjon o f  the o f f i c e h o l  der. Conri  s t e n t  ~i t h  t h e  aecl d r a t o r y  r u l  i ~g issued 
t o  Ms. Kathy d l  1 bcr  on October 14,  1983, f t woul a be proper f o r  the candidaxe 
committee t o  pay f o r  l ega l  fees i ncu r red  by o r  on b e h a l f  o f  the OEF, b u t  the 
OEF coul d no t  gay the candf da te  c o m i  ttee's fees. 

Your legal  serv ices  cdn be d f ~ l d e d  I n t o  th ree  sect ions:  the  complalnc against  
t he  cand ida te  committee, the  compiadne aga ins t  the BEF, and the proposed 
recal I .  In t h i  s p a r t ~ c u l a r  instance,  the complaint against the of f7ceho lder  
was d l r e c t e d  equaiiy t o  h i s  ac t i ons  as a candidate and an o f f i c e h o l d e r .  
fhere fore ,  t~ the ex ten t  your  iegrii  services were on beha? f o f  the o f f i c e -  
ho lder  d s  an :ndiv,Cual, those fees can be d i r l d e d  equa l ly  between the can- 
d i  date c o m i  t t e e  and the OEF. 

A ~ e c a l !  i s  ac e l e c t i o n  as d e f i n z l  :n s e c t s ~ f i  5 ( 1 ?  J T  the A c t ,  MCL 169.205. 
Sect ion 3 ( i )  ( d j  o f  t h e  A c t ,  MCL l h9 .2C3 ,  i n c i c a t e s  ar? o!'f?cebc:dei* sub jec t  to 
a recal ;  vote Is d candidate. T h e r e f o ~ e ,  expenses a t t endan t  to opposlng d 
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reca l l  are l e g i t i m a t e  campaign expendf tures which may be p a l d  w i t h  cand ida te  
committee funds. Add i t i ona l  l y ,  a r e c a l l  i s  an el ect io+-t  to  determine &ether  
an o f f i c e h o l d e r  w4ll remadn i n  o f f f  ce. As suck, use o f  OEF msney would be 
improper because the OEF may n o t  be used i n  an e l e c t i o n  i n  ahjctn the o f f f c e -  
h o l d e r  i s  i nvo l ved .  

I n  conc'l us lon,  a1 1 these l e g a l  expenses may be p a i d  by thc cand ida te  comlt- 
tee,  the OEF nay pay expenses a r i s i n g  from the  comp la in t  a g a i n s t  the OEF, and 
the OEF may n o t  pay expenses a r i s i n g  from the compla int  aga ins t  the candidate 
committee or a r i s j n g  from the  r e c a l l  e f f o r t .  I f  I t  i s  t r u l y  i m p o s s i b l e  l o  
make a good f a i t h  est imate o f  t he  l ega l  fees fncur red  because s f  the compla int  
aga ins t  the OEF, then the OEF may n o t  pay any o f  your fees.  

Th is  response i s  fmformatfonal only and does no t  c o n s t f t u t e  a dec la ra to ry  
r u l  Ing .  

Very t ru ly  yours, 

P h i l l i p  P. Frangos 
D i  r e c t o r  
O f f j c e  o f  Hearings and L e g i s l a t i o n  
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RICHARD H. AUSTIN SECRETARY OF STATE 

STATE TREASURY BUlLDlNO 

J u l y  11, 1984 

6 i 
Senator Robert A. We1 born  
The S ta te  Capi to1  
Lansing , Michigan 48909 

Dear Senator Welborn: 

T h i s  i s  i n  response t o  your  request  f o r  an i n t e r p r e t a t i o n  o f  the Campaign 
Finance Act  ( t h e  "Ac t " ) ,  1976 PA 388, as amended. 

You ask i f  i t  i s  pe rm iss ib le  under the Ac t  f o r  a  campaign committee to ho ld  a  
f u n d r a i s i n g  event  (go1 f ou t i ng )  and share the proceeds w i t h  a  c h a r i t a b l e  
o rgan iza t i on .  

Sec t ion  4 ( 2 )  o f  the Ac t  i nc ludes  i n  the d e f i n i t i o n  o f  c o n t r i b u t i o n  " the  
purchase o f  t i c k e t s  o r  payment o f  an attendance fee  f o r  events such as d in -  
ners,  1 uncheons, r a l l i e s ,  t e s t i m o n i a l  s, and s i m i l a r  fund r a i s i n g  events." 
Sec t i on  6(1) i nc ludes  i n  expendi tures "any payment, donat ion  , . . . o r  
any th ing  o f  asce r ta inab le  monetary va lue  . . . i n  ass is tance o f ,  . . . the 
nomination o r  e l e c t i o n  of  a  candidate." "C lear ly  the proceeds o f  a  g o l f  ou t i ng  
h e l d  by a  candidate commdttee are  c o n t r i b u t i o n s  and the cos ts  i ncu r red  i n  
h o l d i n g  the o u t i n g  are  expendi tures under the Act. 

Your c e n t r a l  ques t ion  i s  whether c ,on t r i bu t i ons  and/or expendi tures may be 
shared w i t h  a  c h a r i t a b l e  organ iza t ion .  I n  a  l e t t e r  to Representat ive F ranc i s  
R. Spaniola ( J u l y  26, 1977) the  Uepartrnent i n d i c a t e d  t h a t  the Ac t  permi ts  a  
campaign committee to pay f o r  the c o s t  o f  p r i n t i n g  t i c k e t s  f o r  a  f e s t i v a l  
s p ~ n s o r e d  by a  non-pro f i  t organ iza t ion .  A copy i s  at tached f o r  your  
convenience. 

The Department has a l so  issued two o the r  l e t t e r s  which bear on the issue being 
discussed. In a  l e t t e r  to M r .  Wayne M. Deering (August 6, 1980) the  
Department addressed the issue o f  a  j o i n t  fundra iser  by a  s t a t e  candidate com- 
m i  t t e e  and a  federa l  candidate canmi t t e e .  A f t e r  n o t i n g  t h a t  a  federal  can- 
d i d a t e  committee has no p a r t i c u l a r  s ta tus  under the Act ,  the  Department 
determined t h a t  such a j o i n t  fundra iser  i s  pe rm iss ib le  under the guidel  ines 
s e t  f o r t h  i n  a  l e t t e r  to Mr. Michael W. Hutson (September 20, 1978). Those 
gu ide l  ines  d re  b r i e f l y ,  t h a t  expendi tures dnd c o n t r i b u t i o n s  lnust be propor- 
t i o n a l  l y  shared between j o i n t  fundra isers  and the share o f  expenditures and 
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con t r i bu t i ons  must be the same. Copies o f  these l e t t e r s  a re  also attached f o r  
your convenience. 

It i s  noteworthy t h a t  the Deering l e t t e r  states t h a t  a campaign committee may 
n o t  pay more than i t o  f a i r  p ropor t ion  sf j o i n t  expenses bu t  t h a t  the federal 
committee may  pay more than i t s  share o f  expenses i n  which case the excess 
over the f a i r  share would be t rea ted  as con t r ibu t ions  t o  the s ta te  campaign 
cmmi t t e e  and be con t ro l  l e d  by sect ion 52 o f  the Act. 

Applying the p r i n c i p l e s  se t  f o r t h  i n  these l e t t e r s  t o  the question you ra ise,  
the Department does n o t  cons,ider the Ac t  a% p r o h i b i t i n g  a J o i n t  fundra iser  by 
a candidate cormnittee and a bona f i d e  char t tab le  organizat ion as long as the 
propor t ion sharing p r i n c i p l e s  se t  fo r th  i n  the Hutson l e t t e r  are observed. I n  
applying these p r i n c i p l e s  t o  your s i tua t ion ,  the candidate c m i t t e e  must 
adhere to the guidel i nes  se t  forth. The cha r i t ab le  organizat ion must a1 so 
adhere to the same guidel  f rmes because f t s  a c t i v i t y  mu1 d a f f e c t  the s t r i c t u r e s  
o r  recording and repo r t i ng  requi  rements the Act places on the candidate com- 
mittee. Add i t i ona l l y ,  the cha r i t ab le  organizat ion may be sub ject  to the Ac t ' s  
r epo r t i ng  requirements i f  i t  pays more than i t s  f a i r  propor t ion of the j o i n t  
expenses. 

Many cha r i t ab le  organ1 t a t i o n s  are  i n  f a c t  incorporated. Section 54 o f  the Act  
p r o h i b i t s  a co rpora t ion  from making a con t r i bu t i on  o r  expenditure to a cam- 
paign commi t tee,  Thus, i f the char t  tab1 e organizat ion the campaign committee 
contemplates host ing the j o i n t  fundraiser w i t h  i s  a corporation, the s t r i c t  
requirements o f  the Hutson l e t t e r  would have to be observed, That i s  the cor- 
porat ion could no t  pay more than i t s  f a i r  share o f  the expenditures, s ince the 
amounts i n  excess of a f a i r  p ropor t ion  would be consi dered a p roh ib i t ed  
con t r ibu t ion .  A1 so, i t should be kept  i n  'mind t h a t  corporat ions cannot 
purchase t i c k e t s  to the go1 f outing. 

This response i s  in format iona l  only and does no t  cons t i t u t e  a dec lara tory  
r u l  ing. 

Very t r u l y  yours, 6 7. + 
P h i l l i p  Y. Frangos 
D i rec to r  
O f f i ce  o f  Hearings and Leg i s l a t i on  

PTF/cw 
Enc . 



, . 
t "" ', 

.i-,;4 - ,; 1 

, * ' M I C H I G A N  D E P A R T M E N T  O F  S T A T E  

L A N S I N G  
R t C H A R D  H. A U S T I N  SECRETARY OF STATE -- 

M I C H I G A N  * B P I  8 

1 STATE TREASURY BUlLDlNO m?iJ,!$+/ 
yKo,~' 

J ~ C K  Schick 
lames a .  Karoub Assoc ia tes 
500 C a p i t o l  Savings S u i l d i n g  
112 E. A l legan 
Lansing, Y ich igan  48933 

'Jear M r .  Sch ick :  

T h i s  i s  i'n response t o  your  request  f o r  a " fo rma l  o p i n i o n "  r ega rd i ng  the 
payment o f  overhead expenses of f u n d r a i s i n g  events  f o r  separate  segregated 
funds es tab l j shed  pursuant  t o  the Campaign Finance Ac t ,  1976 PA 388. as ' 

.mended, ( t h e  " A c t " ) .  

The ques t ions  t o  be answered are:  

"!, I s  a  c o r p o r a t i o n  a l lowed by law t o  u n d e r w r i t e  an e n t i r e  
f u n d r a i s i n g  ?ven t  f o r  t he  ourpose of r a i s i n g  p o l i t i c a l  funds, 
i . e .  p r i n t i n g ,  r a f f l e  t i c k e t s ,  purchas ing p r i z e s .  The p o l i -  
t i c a l  a c t i o n  cammi t t e e  i s  a separate segregated fund.  

2. !f pe rm iss i b l e ,  what i n f o rma t i on  needs t o  be recorded w i t h  
the S ta te . "  

i i s t o r i c a l l y ,  co rpo ra te  p o l i t i c a l  p a r t i c i p a t i o n  has been p r o h i b i t e d  i n  Michigan. 
The Act  made a  change :n t h a t  p o i i c y  b y  p e r m i t t i n g  c o r p o r a t i o n s  the  o p p o r t u n i t y  *: 

. . . A I;;ersonS 21 e s t a b l i s h  designated separate  in segregated the ~ ~ t : k $ z f i  tunds &A :"'J~c which ,,:I.-.> cou ld  . J I  -4. s o l i c i t ~ , c o n t r i b u t i o n s  , r 7 L b  y.‘. . . r p . ~ 1 7  ba"C4fi%4",'4 .Od  f rom $ejs~55; 
. , 

r!(,-. ..k,. . 

' lection 54 of  the Ac t  (MCL 169.254) .  however, m a i n t a i n s  t he  p r o h i b i t i o n  on 
d i r e c t  co rpo ra te  p a r t i c i p a t i o n  i n  the e l e c t i o n  o f  cand ida tes .  Sec t ion  5 5  of the  
A c t  (MCL 169.255)  se ts  f o r t h  t.he A c t ' s  p r o v i s i o n s  w i t h  r espec t  t o  separate  
5egregated funds. Al though d i r e c t  co rpora te  c o n t r i b u t i o n s  and expend i tu res  i n  
ass i s t ance  of cand ida tes  a re  s t i  11 fo rb idden ,  3 c o r p o r a t i o n  may  ti 1 i z e  i t s  
funds t o  d e f r a y  t h e  cos t s  of "es tab l i shment  and a d m i n i s t r a t i o n  and s o l i c i t a t i o n  
o f  c o n t r i b u t i o n s  t o  a  separate  seqregated fund t o  be used f o r  p o l i t i c a l  
purposes." 
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The Federa l  E l e c t i o n  Commission (F.E.C.) has promulgated r e g u l a t i o n s  which p e r -  
m i t  c o r p o r a t i o n s  w i t h  separa te  segregated funds  t o  pay up t o  o n e - t h i r d  o f  t h e  
amount r a i s e d  i n  c o n t r i b u t i o n s  f o r  t h e  c o s t s  o f  " r a f f l e s  and e n t e r t a i n m e n t "  u t i -  
l i z e d  i n  f u n d r a i s i n g .  Amounts o v e r  t h e  o n e - t h i r d  a r e  p a i d  f rom t h e  proceeds o f  
t h e  f u n d r a i s i n g  event  C11 CFH 1 1 4 . 5 ( b ) ( 2 ) ] .  

I q  M i c h i g a n  t h e  Act  does n o t  e l a b o r a t e  on t h e  t y p e  o f  expenses which f a l l  w i t h i n  
t n e  meaning o f  s e c t i o n  55 .  No r u l e s  have been promulgated which e x p l a i n  o r  
r e f i n e  t h e  s t a t u t o r y  language. I n  l i e u  o f  such e x p l a n a t o r y  m a t e r i a l  t he  genera l  
r u l e  i s  t h a t  words a re  t o  be a p p l i e d  accord ing  t o  t h e i r  o r d i n a r y  meaning. 

Accord ing  t o  Webster 's  New World 
Schus te r  1982, " s o l i c i t "  means " t o  ask o r  t o  
appeal  t o  o r  f o r  . . . ." Communication i s  t h e  predominant  e lement i n  t h e  d e f i -  
n t t i o n .  The purchase of e n t e r t a i n m e n t ,  premiums and r a f f l e  p r i z e s  i s  n o t  
i n c l u d e d  i n  t h e  o r d i n a r y  meaning of the term s o l i c i t a t i o n .  

S e c t i o n  54  c o n t i n u e s , t h e  long  s t a n d i n g  p r o h i b i t i o n  on c o r p o r a t e  spending i n  
M i c h i g a n ' s  e l e c t i o n s  of p u b l i c  o f f i c i a l s .  The Act  c l e a r l y  p r o h i b i t s  c o r -  
p o r a t i o n s  f rom making a  d i r e c t  c o n t r i b u t i o n  t o  a  commi t tee t h a t  can i n  t u r n  sup- 
p o r t  a  cand ida te .  An i n t e r p r e t a t i o n  which p e r m i t s  t h e  c o r p o r a t i o n  t o  pay f o r  
e n t e r t a i n m e n t ,  premiums o r  r a f f l e  p r i z e s  as s o l i c i t a t i o n  expenses would p e r m i t  
t h e  c o r p o r a t i o n  t o  make i n d i r e c t  c o n t r i b u t i o n s  o f  c o r p o r a t e  funds t o  t h e  
s e p a r a t e  segregated fund.  

I t  i s  ax iomat i c  t h a t  a  person may n o t  do i n d i r e c t l y  what i s  p r o h i b i t e d  i f  done 
d i r e c t l y .  Sec t ion  54  p r o h i b i t s  c o r p o r a t e  spending i n  e l e c m o n s  f o r  p u b l i c  
o f f i c e .  A c o r p o r a t i o n  cannot b u i l d  i t s  separate  segregated fund b y  t h e  use of 
e n t e r t a i n m e n t ,  premiums, and p r i z e s  purchased w i t h  money f rom t h e  c o r p o r a t e  
t r e a s u r y .  

Your second q u e s t i o n  d e a l s  w i t h  how c o r p o r a t e  payment of the  c o s t s  of  separa te  
segregated fund sponsored f u n d r a i s e r s  i s  t o  be r e p o r t e d  under the Ac t .  
C o r p o r a t e  payments f o r  e s t a b l i s h m e n t ,  s o l i c i t a t i o n  and a d m i n i s t r a t i o n  c o s t s  o f  
s e p a r a t e  segregated funds a r e  n e i t h e r  c o n t r ~ b u t i o n s  o r  e x p e n d i t u r e s  b y  t h e  com- 
m i t t e e  and a r e  t h e r e f o r e ,  n o t  r e q u i r e d  t o  be i n c l u d e d  i n  r e p o r t s  f i l e d  under  t h e  
A c t .  However, s e c t i o n  2 6 ( 9 ) ( v )  does r e q u i r e  a  commi t tee h o l d i n g  a  f u n d r a i s i n g  
e v e n t  t o  r e p o r t  " t h e  e x p e n d i t u r e s  i n c i d e n t  t o  t h e  event . "  The i n s t r u c t i o n s  f o r  
r e p o r t i n g  d e s c r i b e  how such f u n d r a i s i n g  schedules a r e  t o  be completed. S ince  
such f u n d r a i s e r  expenses may n o t  be  p a i d  w i t h  c o r p o r a t e  funds, t h e  c o m n i t t e e  
must  r e p o r t  i t s  expenses i n  c o n n e c t i o n  w i t h  a  f u n d r a i s e r .  

You shou ld  a l s o  be aware t h a t  r a f f l e s  a re  r e g u l a t e d  b y  t h e  S t a t e  o f  Mich igan.  
I n f o r m a t i o n  w i t h  r e s p e c t  t o  t h e  o p e r a t i o n  o f  a  r a f f l e  can be ob ta ined  from t h e  
L o t t e r y  Commission. 
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T h i s  rdsponse  i s  an i n t e r p r e t a t i v e  s ta temen t  o f  t h e  A c t ' s  s e p a r a t e  segregated 
f u n d  s o ' l i c i t a t i o n  p r o v i s i o n s  and i s  n o t  a d e c l a r a t o r y  r u l i n g .  

V e r y  t r u l y  you rs ,  

t 
t *  

P h i l l i p  T .  Frangos - 
D i r e c  t o r  
O f f i c e  o f  Hear ings  and L e g i s l a t i o n  

PTF/cw 
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M I C H I G A N  D E P A R T M E N T  O F  S T A T E  

L A N S I N G  
RICHARD H. AUSTIN SECRETARY OF STATE 

M I C H I G A N  4 8 9 1  8 
S T A T E  T R E A S U R Y  BUILDING 

October  12, 1984 

Karen Bush Schneider  
F o s t e r ,  S w i f t ,  C o l l i n s  & Coey, P.C. 
313 South Washington Square 
Lans ing,  M i ch igan  48933 

Dear Ms. Schneider :  

You have reques ted  an i n t e r p r e t a t i v e  s ta tement  under t h e  Campaign Finance Ac t  
( t h e  "Ac t " ) ,  1976 PA 388, as amended. S p e c i f i c a l l y ,  you r  ques t i on  i s :  

"May a  c o r p o r a t i o n  which has e s t a b l i s h e d  and adm in i s t e r s  a  separate  
segregated fund  u t i l i z e  c o r p o r a t e  monies t o  pay taxes  due on i n t e r e s t  
earned b y  t h e  fund as a  r e s u l t  o f  i t s  placement i n  an i n t e r e s t  b e a r i n g  
account o r  c e r t i f i c a t e s  o f  depos i t . "  

Separate segregated funds a re  governed b y  s e c t i o n  55 o f  t h e  Act, MCL 169.255. 
Subsec t ion  (1) o f  s e c t i o n  55 s t a t e s :  

"Sec. 55. (1) A c o r p o r a t i o n  o r  j o i n t  s tock  company 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 g n  c o u n t r y  may make an expen- 
d i t u r e  f o r  t h e  es tab l i shmen t  and a d m i n i s t r a t i o n  and s o l i c i t a t i o n  o f  
c o n t r i b u t i o n s  t o  a  separa te  segregated fund  t o  be used f o r  p o l i t i c a l  
purposes. A fund  e s t a b l i s h e d  under t h i s  s e c t i o n  s h a l l  be l i m i t e d  t o  
making c o n t r i b u t i o n s  t o ,  and expend i t u res  on b e h a l f  o f ,  cand ida te  com- 
m i t t e e s ,  b a l l o t  ques t i on  comn i t tees ,  p o l i t i c a l  p a r t y  comni t tees,  and 
independent  committees." 

The Department adv ised M r .  James B a r r e t t  i n  a  d e c l a r a t o r y  r u l i n g  dated October  
26, 1983, t h a t :  

" A  c o r p o r a t i o n  may pay f o r  t h e  c o s t  o f  o f f i c e  space, phones, s a l a r i e s ,  
u t i l i t i e s ,  supp l i es ,  l e g a l  and accoun t ing  fees ,  f u n d r a i s i n g  and o t h e r  
expenses i n c u r r e d  i n  s e t t i n g  up and runn ing  a  separate  segregated f und  
e s t a b l i s h e d  b y  t h e  c o r p o r a t i o n . "  

That  d e c l a r a t o r y  r u l i n g  a l s o  s t a t e d  t h e  c o r p o r a t i o n  may pay t h e  t r a v e l  expenses 
o f  t h e  o f f i c e r s  and d i r e c t o r s  o f  i t s  separate  segregated fund. 



Karen Bush Schneider 
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From these  examples of what expenses of a  separate segregated fund  are 
es tab l i shmen t ,  a d m i n i s t r a t i o n ,  and s o l i c i t a t i o n  expenses which may be p a i d  b y  
i t s  c o r p o r a t e  c r e a t o r ,  i t  seems c l e a r  bank s e r v i c e  charges a re  a d m i n i s t r a t i o n  
expenses. Your ques t ion  i s  whether t h i s  "expend i tu re  f o r  a d m i n i s t r a t i o n "  c a t e -  
g o r y  extends t o  t h e  payment of income taxes  i n c u r r e d  because money i n  a  bank 
account  o r  c e r t i f i c a t e  o f  d e p o s i t  earned i n t e r e s t .  

The Fede ra l  E l e c t i o n  Commission (FEC) has issued an adv i so ry  o p i n i o n  on t h e  
ques t i on .  T h i s  o p i n i o n  concluded t h a t  t h e  t a x  on income generated by  a  sepa ra te  
segregated fund  was no t  an a l l o w a b l e  use of c o r p o r a t e  t r e a s u r y  funds. That o p i -  
n i o n  i s sued  June 3, 1977, t o  t h e  Texaco Employees P o l i t i c a l  involvement 
Committee s t a t e s  i n  r e l e v a n t  p a r t :  

"The Commission concludes t h a t  t axes  i n c u r r e d  by  TEPIC on i t s  earned 
i n t e r e s t  income are  n o t  ' a d m i n i s t r a t i o n '  expenses w i t h i n  t h e  meaning 
o f  2 U.S.C. §441b(b)(Z)(C)  and §114. l (b ) .  A  t a x  o b l i g a t i o n  on income 
genera ted  b y  t h e  d e p o s i t i n g  i n  an i n t e r e s t - b e a r i n g  account o f  unused 
c o n t r i b u t i o n s  t o  a  separate segregated fund i s  no t  i n c u r r e d  i n  t h e  
p u r s u i t  o f  v o l u n t a r y  c o n t r i b u t i o n s ,  t h e  maintenance o f  those  c o n t r i b u -  
t i o n s ,  o r  t h e  u t i l i z a t i o n  o f  those  c o n t r i b u t i o n s  f o r  ' p o l i t i c a l  
purposes."  Rather, t h e  t a x  i s  i n c u r r e d  as a  r e s u l t  o f  t h e  p roduc t i on  
o f  income t o  TEPIC; these  c o s t s  a r e  c l e a r l y  d i s t i n g u i s h a b l e  from c o s t s  
i n c u r r e d  i n  ' s e t t i n g  up and r u n n i n g '  TEPIC as a  separate segregated 
fund .  Accord ing ly ,  TEPIC1s t a x  l i a b i l i t y  may n o t  be p a i d  w i t h  
t r e a s u r y  funds  o f  Texaco." 

The reason ing  o f  t h e  FEC on t h i s  i s sue  i s  a l s o  a p p l i c a b l e  t o  t h e  Act.  To p e r m i t  
c o r p o r a t e  payment o f  these committee expenses would amount t o  an exchange of 
c o r p o r a t e  funds  f o r  funds generated b y  t h e  seperate segregated fund 's  a c t i v i t y .  
T h i s  response i s  i n f o r m a t i o n a l  o n l y  and does n o t  c o n s t i t u t e  a  d e c l a r a t o r y  
r u l i n g .  

Very t r u l y  yours,  

P h i l l i p  f. Frangos 
D i r e c t o r  
O f f i c e  o f  Hear ings and L e g i s l a t i o n  
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? h i  1 i p  Van Oam 
2 i 2 c k 2 r Y  George, H a r t l e y ,  Yan 3m h Camp, P .C .  
4!5 Townsand S t r e e t  
0 . 3 .  Drawer  632 
,Aid1 d n d ,  ,Yicnigan 48630 

T h i s  i s  i n  responsz 13 yaur  i n q u i r y  ccnc' rn inq : h e - d o c l i c a b i i i 2 y  o f  t h e  C a m p & i ~ n  
F i n a n c z  Acc (:he "Acc " ) ,  i 9 7 6  ? A  328, a s  m s n d e i ,  :a f ~ n a s  r z c t i v e i  b y  t h e  
2 2 g u b i i c a n  F'arxy from l a b o r  2nd b u s i n e s s  c o r p o r 3 i i a n s  and c~ c t r c a i n  gaf lents  
nace  b y  :he Reguol icdn ?ar:;~. You a l  j~ i z c u i r e  u k e t b e r  ;he 2 e ~ u b i  i c a n .  ?a rzy ,  c r  
i z s  p o l i c i c a i  pdr:y C S T ~ ~ I C C ~ ~ ,  is  subjez: co c e r c ~ i n  r37or: ing r 3 q u i i ~ m e n c j  
3qd?r t h e  Ace afla woechef c z t ~ a i n  caynents  nade b y  i h e  ? a p u b I i c 2 n  iYar:y a r ? .  

. 

c s n t r i  h u c i s n s  o r  expenal :urss and, t h e r e i c r ? ,  r e g a r t h b  Ye .under  t h e  Ac:: 
. . 

' fau ask whether 3 p o l  i i i c? I  ? d r ? y , .  a r  z g a ! i t i c a l  7 l r : y  rjsm;t:pa, 'rr215; ;'i je  2 
c3r;;aaign szaceflenc i f  Ches? o r c a n i z a c i o n s  d i d  nor  r?c.ive c2n:r'ou:ions c r  maxa 
2 z a e n d i  t z r e s .  '{su furrher ask wnerher t h e  Ac t  d i s ~ i n g u i s n e s  b e r . ~ e a n  a  201 i 1 ic3; 
3 a t Z y  and a  g o l i r ' c a l  garTy c; ,m' t i :~t~,  and, i f  sc, cses i h e  d i s < i n c : i a n  i i e  i;l 
:.'re f a c z  i h ~ r :  3 go1 i t i c 2 1  j a r z y  c s m i  t t s a ,  2s 3 c c m n i z z ? ~  UnGer the A,--, i s  . - .  
e n ~ a g e d  i n  a c c i v i c y  i n i i u e n c i n g  spec; r rc  e!ec:ions, wner tas ,  a  p o l i r i c a i  :~2r:;, 

i s  engaged i n  lener: l  goi itic.1 i c t i v i c y  and noc i n  z c z i v i t y  ;*hicn i n f i u e g c z s  2 
s a e c i i i c  2 l e c t i c n .  

- 
! h 2  imoor~ani d i s z i n c z i o n  i s  no: D e t ~ e o g  2 g o l i t i c a l  4Jar:y 5 go; i ' ; i cz !  3df:;/ 

c 2 m l T t t e ,  b u t  r z c h e r  bec.deon dn e n c i c y  wn i c n  1 1  2 c o m i  t ~ e o  uncer  t h e  Acc 5nC 
o n e  wnica I S  n o t .  [ C  i s  nac the  case t h a t  4 p o i i t i c z l  p 2 r c y  n a y  engage i n  a c c i -  
v i ~ i e s  wnic9 i n f l u e n c t  s c e c i f i c  ? i ? c t i o n s  ~ n l y  i h t a u q n  ~ o l i t i c a i  p a r t y  c3mi:- 

-, 
t t e s .  1 ne . k c  c o n t m c  1::~s f i v e  t ypes  o f  comni tcz=s:  c j n t i i d a c ?  c c m i  c ~ t a s ,  
0 5 ;  TcC c u e s t i o n  C3fmlt:2aS, indegendent c ~ m i i i t ~ s ,  o a l i r i c t l  ~3mji ;2es  and 
7 0 1  i c l c a ;  ?arc:/ c m n i i ; t a s .  Under she Acz, a pci i t i c d l  g z r c y  nay f e r n  2nd o p e r -  
2 ~ 2  t i c  3ny Lype of c,n1micc?e, exc?pc a  ' cana ida t2  c ~ m n i : ? ~ ?  x n i c h  c?n  c n l y  b? 
f o rmed  b y  a  zznaida:?. 



? h ; l i p  Van Oam 
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% r i d e s  i n  parc ,  ""com!niZ:t:" m e u s  a  Dersan who receives cgn t r iou t ions  o r  makzs 
t x q e n d i t u r ? ~  f o r  the pur?os? cf influencing o r  aitcmoL1ng i o  influent? the 
d c r i c n  of the vot?rs . . . , if  cons t rbut ions  r2c2ivea . . . or  exaenditur2s made 
:aca l  5200.130 o r  mot? i n  a  cal?ndar ye-ir". 

Ysur i t t 2 r  S;aT.?s thd t  the p o i i ~ i c d l  pdrcy i n  q u 2 s ~ i o n  rec'ived no concribu-  
: i c n s  2nd mad? no ?xaendi :~r2s  f a r  Lhe purposz of inf;uencing vo t s r s  i n  a sgec i -  - .  
:it: t l e c ~ i o f l .  ?owe<~et ,  oncz 3 ;3efson q u d l  i f i e s  as a  c~mni  Zt te  under the dc:, 
c 3 m i t t e  S ; ~ : U S  c ~ n c i n u e s  f o r  subsauenc  ~ a i m a a r  yedrs F3r pur?os?s c i  ihe  
- 3 r n  . - , , r = i n q  r?au:tewflZs 2 ;  :he Ac:, sven :houch no cc~ncrioucions a r?  reczived and 
7 0  2x'2endi:ur25 drc add:. Cnce corr;irit:ac s iacus  i s  achiev?d, ihe corrmit;ea nus; " i ?  a t2rnoaj~n S t d t 2 ~ f l C  fit leas: annually under S ? C C ~ C ~ ~  35 of the Act (K', 
i3.!.235) ;rneLner ;jr noc i: r?c?ived c~nr , r i buc ions  3 r  ~ a d e  ~ x ~ e n d i  ;ur?s Curing 
the f i  l i ng  e r i o d .  A c m n i t t e e  zzn a ~ o i d  i i l i n ~  an annual c l m ~ a i g n  scai2.wn; 
gn :  y i f  i: q u a l i f i e s  ilnaer 2 .~12  3 7 ,  1979 AC 8163.37, and f i l c s  a  na-iver; unaer 
~ Z C C ~ S ~  2 4 ( 2 )  sf tne Act OKL 169.224j and dces not zxoend o r  r ? c t i v e  an anouni . 
i n  I X C ~ S S  of SZdO f g r  zny ? l e e t i o n ,  o r  i f  i t  f i l 2 s  a  d i s s a l u t i o n  statement under 
s z s c i o n  24(5)  of :he Ac: and Xuie 29, 1979 AC 4153.25. 

, ?u?e  3 ( l ) ,  i 9 7 9  kC ?.!.69.!(li, ? r av ides ,  " A  stat2meni,  r??or:: . '. . r2quired ;J 
3e f i  l ed  b y  ihe 3c: sha i l  be f i l e d  . . . on a ? o m  prescriS2d or  a ~ p r ~ v e d  pr2- -. <vicus l  y by :he szcr?cary of s t a t 2  . ' I  i ne OeoarrmenC gravides campaign s i a t t f l en t  
i 3 r r ; l s ,  and o t 9 e r  r t ga rc  in: f a n s ,  w i  t h  0r5-grin c t d  headings i o r  in ioma:  ion 
t t c u i r e c i  unaer ihe J.cC. Rule 3 ( 3 ) ,  ! 9 i 9  AC 216? .3 (3 ) ,  S t d t ? S ,  " A  gerson f i l i n g  
d ';zdc?ment o r  r q o r t  . . . shal I ccrnolerg e x h  ii;em of in iomacion  reques t td  o r  
s h z l l  no t e  c l e r l y  iha; :he i t t n  of iniarrnacian i s  not appl icable  to the f i l e r . "  
I? zcco r i anc?  wi t h g ? l  le 3 (  31 ,  witen the  m u c t  of money o r  value i s  rpU~eSt2d 2nd 
:?e F i  l e r  has zero amounr: to regor;, then z2ra m u n c  should he en'C?ftc?. 

' i ~ c ;  ask ,me the r  t5e s t a t 2  3egcST ic3n ~ r g a n i z a t  ion must teuarc  funds expended f o r  
; r z d u c i  n a  2nd d i s z r i b u ~ i n g  newsie::?rs, o r g a n i z ~ c i a n a i  . x a ~ z r i a l s ,  c amua i~n  
, m c = r ! a i  s ,  c ~ o a i g n  manuals, C ~ n d  r a j s ing  manuals dnd ocher s i m i l a r  maicr ial  s  
.*n Fc9 a r 2  s z n ~  to 2.2guo i icans o r  o the r  - inr t resc?d individual s  and organi zac i ans ,  
J U Z  , ~ n i c h  30 not sucporr o r  ooposz a  b a l l o t  issue o r  canc iaac t  b y  name o r  c l e s r  
i n l t r e n c ? .  You a lso  ask wheihef Con&tions rec2ived frcm business  and labor  c 3 r -  
g o r 3 ~ i o n s  nay be us24 i a  przduc? and d i s i r i b u ~ t  ihese  ma t s r i a l s  o r  o the r  com- 
x u r , i c d i i o n s  m i c h  do not sucporc o r  oppos2 any b a l l o t  quescion a r  candidac? by 
n a w  ;.r c l e a r  i f l f?r?nc?,  c r  wnich d r ?  nac made i c r  :he pur3ase a i  ini iuencing an 
t i zc : ion ,  or  xnicb ar' not i n  zssis:znc= or appos i t ion  i h e r e ~ i .  

Under s z c t i a n  A ( ! )  of i he  Acc ( o K L  169.204), a  cont r ibu t ion  i s  an "expendi tur t  
. . . made f o r  the purpos? of influencing the nomination o r  e l e c t i o n  of a  can- 
a i d a t ? ,  3r f a r  the q u a l i f i c a i i o n ,  passage, o r  de fea t  of 3 b a l l o t  ques t ion ."  
Unaer ~ e c i i o n  5 ( 1 )  of the Act (KL 169.206),  an expenciiturt i s  a "donation . . . 
. ~ f  . . . anything o i  asczrzainao!o monetary value f o r  . . . maiz r i a l s  . . . i n  
z s s i s c d n c t  o f ,  c r  i n  oocosizian i o ,  the. nomination o r  e i ec t ion  of a  candidac?, 
,cr r h e  q u 2 1  i f  i c2 t i an .  passzge, o r  d e f t a t  of 3 baI l o t  ques t ion ."  Addiiional l y ,  

11 7 j2c:icn E ( 2 )  a i  :he .:cr s i z t e s ,  cxpenai ture  incluaes a  con i r ibu i ion  o r  a  t r ans -  
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func t i ons  which ar? enciroly indegendenc a i  suopor:ing, apposing or a s j i s ~ i n q  
;he  nomination or 2leci:cn o f  a candida:?, or the qua l i f i c a t i an ,  passaqe c r  
d e f e a t  of a ba l lo t  question. 'Ahether funds reczived or expenaed b y  a pal i:ical 
garTy are  re?orrabie under the sAc: cesends gpon  ,*ne~her  the funds are cgnrribu- 

* - t i o n s  or  sxpenditurzs as defined i n  :he Acc. 1; funds receiveq b y  a pol i t i ca l  
p z r r y  ar2 not contribccions, as define2 i n  the Ac:, then these funds dye not 
regor tab in  under the Act. Sirnildrl:f, i f  funds exaended b y  a p o l i t ~ c a l  party are 
n c t  contr ibut ions  or z ~ i ) ~ , n d i i u r ? ~ ,  E S  aefined i n  the ACT, then c.Cles? funds ar?  
no t  regartable under :he Ac:. Hcsever, i n  a le:-c~r t3  ,Mr. James C .  VanHees:, 
da ted  Oecemer 1, ,1981, the .Se?ar~nent s L J C ~ ~ ,  

'Unless the csnt r ibuior  c lea r ly  aesignai2s the funds as being fa r  
o tber  t3an cmcaign ;uf;oS?s, t5e Oegartnent gr2suws :ha: cgniribu- 
t ions  zo a 901 i t i cd l  ?arz:J are made for :he purges? of iniiuencing t3e 
nomination or el2ccion of a c~na i aac?  'or s ta t2  o r  local ~ i ? i c ~ , , o r  
tfie qua l i f i ca t ion ,  passage o r  dei2ac of  a bal la t  question." 

A contr ibut ion to  a pol i t ica l  party whic3 i ;  c l ea r ly  designattd as Seinq f a r  
o i 3 e t  than campaign pur?os<s js n o t  a c3ncribucion under :he Act, and, there- 
fo r? ,  i s  not r2gcrtabie under <he Ac:. ioncurt?ncly, a dijbursenten; for  a c r i -  
vi:y which i s  noc w i c n i n  :he s o i c  of :he 4c; i s  noc stlbjec: to ihe ;\c:'s 
r l g o r t  i ng or rec.grd-i?eg i ng requ i rewncs . 
You ssk wnether payments 5 y  <he Reguhlic~n ?arty for  purchasz or c m s ~ r u c t i o n  o f  
p a r t y  headquarrers and at:2ndanc nov in? C ~ S ~ S ,  heiidquarters ront ,  scat2 and 
loca l  ad valorgn proper1y t ~ x e s ,  p a - 7 ~  aurninistra~ion,  o f f i c e  suppiies, work- 
nren ' s c3rnaensacion, unemgl~yrr~ri: cornoensac+on, ,wdicai and neal t h  insuranc?, and . - 
traoioyeps' sa la r i2s  ar? ?xo tnd?cures  3 r;ncr:ouiions under i3e Sc:, ? T  R O C  mace 
f c r  che purposi! of infTuencinq an ei5c:ion. 

~ a u r  i n q u i r y  i s  prwised u p o n  :he fief :ha: the funds described are not expended 
"f3r  the gurgose of inf1uenc;nq an  elec!ion." I f ,  i n  f a c t ,  thesa ' 2 n d ~  ar? nor: 
e . ~ u e n d d  fo r  the purposz o f  inY1uencina dn glec t ion ,  then :hey are neither can- 
z r i b u t i o n s  nar ~ x p e n d i t u r s  under ihe .Acz dna are  not regar tabl? .  

Since your p rmi s?  i s  c9nclusory, i t  i s  beyond t3e scope of t h i s  resganse is 
nzke the .mre basic dei2rainacion wherher che funds exoended are f o r  :he p u r ~ a s ?  
of i n ?  iuencing an e lect ion.  'tau have cescribed items f o r  whicn funds are ? x -  
;ended, b u t  you have noc disclosad t3e us? Cs whicn chese items are p u t .  As has 
been stattcf i n  a l e l t z r  to Yr. Timoth:( !Iokns, d a c d  October 12,  15182, "Cilhe use 
T D  which funds are to be puc is  the r i rnary  d e t 2 r ~ i n a n ~  of whether -1 paymenc. . 
. i s  a concribuiton under ?( ! )  . "  You identify c?r=ain funds as  exaendzi f o r  
g z r t y  adminisiration w i t h o u i  discIosing the par t icular  f u n c ~ i o n  being perforned. - 
, -c r  i n s t anc l ,  the main:?nanco of ,wrnoersl'lio records cculd be c3nsicerzd an 2s- 
? s t  of  party adrniniscr;rt lon. iiowever, cembersnlp r?ccaras o f  2 p o l  icicai  jarzy 
a t e  a i s s  maintained fo r  ihe turoosz o f  influencing an  ? ieccion.  Funds txpenczd 
f o r  t h i s  ;;ur?os? uou la be ?n 2x3enaiczr2 una?r c3e A c C  and ~ o u  id  :e r??or'cti)i?. 



P h i l i p  Vdn Oam 
Page 5 

Ycu ask whether payments by the  9 e g u o l i c r n  P a r t y  '-5 aua::ors, l z * y e r j ,  2czzun- 
t z n t s ,  and ocher silch p r o f z s s i o n a l s ,  mcle  f o r  ;he gurJcs2 a i  czno; i z n c ?  * iZh  i h e  
A c t  a r e  c o n t r l b u t l o n s  o r  ?xpena i t u r?s  UflGer che Ac:, ??a n a i ,  nu',: sucn 
~ a y r n e n t s  be r y o r z t d  . 

%c i n t t g r a l  j a r 1  3 i  ?n 31ecc icn c ? n o a i ~ n  f o r  t ny  <3na ic? t?  o r  c o m i t z ~ o  i s  
csnp  1 i dnc? w i ~ n  :he Acc. A paymeni mace f o r  ihe  Zurgos2 of czmo 1 i ?nc?  -u:  :n :he 
A r i  i s  made i n  assis:anc3 3: Lhe nomindi 'on o r  1 l z c t i 3 n  s f  d c?nciad:.?, =r ~ n t ?  
2 ~ 2 1  i f i c a c i o n ,  gassaqe, o r  d e f t a t  s f  5 S a !  l o t  ? t ies r i cn  and i s  i n  t x z e r , d i s i r z  
u c d e r  s2c:ian 6(11 3i' i h e  Acz. i h e r ? f o r ? ,  ga.w!flcs :s aua ics rs ,  I ~ w y ~ r s ,  
a c c o u n ~ a n r s  , and d i h e r  such ~ r o f e s j  i o n a l  s, [nade f o r  t:? ;u~?os? ~f C S ~  i i z n ~ t  
ni  c h  :he Ac t  a re  zxgend i t u r zs  under t he  Ac: and I ~ S :  l;e re?or:?d.l 

'Icu ask wnecher gd:ments maae b y  :he 3 e g u o i i c m  ?ar::j f s r  exoenszs i ~ c ~ r r ~ d  a: 
? a r t y  o q a n i  z ~ i i o n z l  meet ings a re  c 3 n i r 1 0 u t i o n s  or zxzenai  3 r e s  under t3e  Act ,  
3r;d whether they  nus: be resorzad  i f  no c ~ n a r d a t t s  x i  I1 se  nom'lnactg :nd no 
b a l l o t  r e s o l u t i o n  a d o p t ~ d .  

-  his ques t i on  was ans~er l .4 i n  a l e c t e r  t o  ?!r. J i c h a r d  3. .McL?iIan, d a z a  Aucus: - 
2 1 ,  1979 ,  a  copy of ~ h i c h  i i  a::acned, ; f  ncne o f  che oTi :CtS i c  s:;x~ t< c h i s  
? a r t i c u . a r  organi:;tional meocing a r2  guh l  ;c o f f i c e s ,  tna i f  none a? :he r z s o i u -  
i : a n s  t o  be adopc2a 3 r 2  b a l i o t  questions, then jaynencs aade by zne .i?egubiic=n 
?z r r , y  f o r  expenszs i n c ~ r r e d  a: 31 s  pa rzy  orsan i z a ~ i o n ~ i  ze~ , r , i na  Lr.; n o t  .men- 
d: :tires under s2c:iofl 5 o f  t he  Ac:, ana they n e ~ a ~ ~ 7 c c  3e rtgor:?g. - - 

- - r 

You a1 so 3sk whether oayments' made.by tL 2zgub l i can  ? ~ C J  F o r  :nes+- z.xoenszs- - . * 
2'2 ccm:r jbui ions c r  ? x o e n d r x r t s  uflder :ne k c , ,  :T  7 2 ~ 2  c u r i n g  L 2er:cd cf  
m e n  there 1 s  ao c t r n o d i ~ n .  

/ 

- 3  

I E  $.cc does no t  contzmplat?  a p e r i o d  of t ime  k h e n  cher? i . 5  no :?mc?i<n- .A czlii- 
? * i g n  i s  an ogerac ion underr,dken t 3  i n f  ;uenc= an t r?r : 'on.  Qc:icfi  5CL) 3: :he 
Acz (IXL 169.295) :c :c~s ,  L l e c ~ i o n "  mews  a  p r imary ,  ?e<era l ,  spec ia l  , o r  17i l -  
;;cje t : e c t i o n  he ld  i n  t h i s  <:ace a r  a  canven t ion  o r  c?ucxs J? a  jo i i : ; ca l  3ar:y 

. . he i d  i n  c h i s  s t a t e  t o  norninacz a candidaiz:  E i z c t i o n  i nc l udes  a  tzcil I v o i ?  ." 
Unaer  s z c t  i.ofl 3 (  i )  o f  :ne Ac: (K; 163.203; , " [A jn  ?i?c::i a i i i c t 9 o  i d e r  szai  i 5,p - - .  
c s n s i d e r e d  ic be a  cana idac t  f o r  reo1ec:ion t o  i n a ~  s m e  O T ; ~ C Z "  . Ei?c-j.j,q i n -  

? c l uaes r l e l e c t i o n .  r O f  regor: ing surgoszs under :he -.;c:, l 3 e r l  no fi!.?:is 
S?c.*le?n czmpaigns. Esoec ia l  l y  f o r  a  go!  i~ i c a l  Jar:;/, I n  2 i e c ~ i o n  mzr:<s :?E ?::a 
o r  one carnoaisn and :he j e q i n n i n g  o f  a n o i h ~ r .  

Ycu ask whether the 8egub l i can  ? r r t y  (nay r 2 c l i v e  conacions frcm bus iness 2na 
. - : ~ b c r  c ~ t p ~ r a c i ~ f l ~ ,  ana i r  so, . ~ k e s h e r  ;he d ~ f l d i z g  ' 2 n d ~  nay 3 2  3szd f;r 1.79 

f ~ l 1 o w i n g :  (1) gaf lenc j  :o pr3 i .ss ionals  t o  2nsuro r;moiiancs w i i n  ;:? .;c:; 
( 2 )  payment of zxaefls2s i n c u r r s d  a t  ? a r t y  o r g z n i z ? i i o n a :  nee t i ngs  :i ,#ni:n cdn- 
d i d a ~ s s  ~ i l  1 no t  be nomina ia i  ?nd no 3 2 :  lei ,-?s; id~icns i dcoc :~ ;  ( 3 ;  . ~ f f i c z  5 6 : -  

p i  i ? s ,  headquar tzrs  ' ~ n c ,  p u r ~ ; i a s ?  c r  ,xns:r:c:ior: .:f ;~r;;, ;:=2-jauzr,t.-., , 5cc 
s t a t ?  o r  l o c r l  ad va iorzn  gr:aer:y :zx ts ;  (1) .~2r:y :cmrnijsre;:on; 1 5 : .  ~ 2 :  i r - ~ i  - - 
$7  ? ~ C ! O : [ P O S ,  wOri<.Te:?' 5 c:rnt?nsr: i,:~, s : e ~ ~  jz:,rr;2q: f ~ ~ ~ ~ q s : y ' c ~  q ~ t  ;,::; : zc  

- . - . . . . . - 
I ..-. - > t  a . - . . , - , -  = .  
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U n d e r  t h e  p r o v i s i o n s  of s e c t i o n  jJ(!) o f  the Ac: ( X C L  16S.'Sd), a  c g r g o r a t i o n  i s  
~ r o h i b i t i d  from making a  c o n r r i b u c i a n  o r  ex;enairir.. u n l e s s  i i  qua1 i f i t s  f o r  an 
? X ' S  & - p t i o n  pu rsuan i  t 3  s d c i i o n  Sd(2) o r  ( 3 )  ~r O p e r d i i S  w i t h i n  t h e  p r o v i s i o n s  o f  
s e c r i c n  55 o f  the Act  (VCC 169 .255) .  Hore-,zr, u n l  i !<e  ocher  c a m i i i e e s ,  3 go!;.- 
'.:c.'l p a r r y  engages i n  same a c ~ i r i i i e s  r n i c n  are  a u ~ s i a e  the a m i :  s i  ;e A c t .  - 
i n i r e f o r e ,  a  pa1 i t i c a i  par:/ may a c z i g t  c o r 3 o r ? i ?  i u n a s  ldhicn a r ?  noc c o n r r i h u -  
I ~ C O S  a r  cxpendi:ures under t h e  Acr ,  and m y  excend :.less i ~ n d s  f a r  non-czmoaign 
ouraoSzS u n l y .  3 u r ,  c z r g o r ? i  i a n d s  mdy no t  i e  ~ : m 1 n q ; e r l  *li:ii funas ~ o i c n  a r ?  
or  ~i 1 1  be s u b j e c t  to  rhe A c t .  

-. 
I R e  ~ U ~ S T  i ons  you pose v e r  dnsvered i n  2 let:nr :j M r .  O a ~ l i d  ;A. L m e r T  . aa taq  
Oczaber  2 1 ,  1384, a  copy o f  .unich i s  ai:lcneg f o r  y c u r  c o n t ~ e n i ? n c e .  (11 
Cc~rgorac?  funds may noc be  u:?d f o r  I q a !  o r  ?cz3unc ing  exoenszs assoc:dc?d .#i:h 
i m g a i g n  F inance  Ac: camul ianc?,  e r c z ~ t  rheo these exgenres a r ?  i n c u r r a  3 a  
b d l ! o t  c u e s i i o n  ccmni:cee. Under the e x c ? r i i o f l  o f  s?c:ion 5 6 ( 3 )  c i  the Ac:, a 
c ~ r p o r a c i o n  may make a  c o n t r i b u t i o n  n o t  i n  e x c t s s  of  5J0,900.50 ~3 each S d i l o i  
q u e s t i o n  c c m n i t t t o .  ( 2 )  2 3 r 7 o r a t 2  funds may be z s d i  f o r  1xjens2s i n c u r r ? g  d t  
g a r t y  o r g a n i z a t i o n  meet ings g n l y  i f  no c ~ n a i d a t e  wi! 1 3e ncminactd  and no S d i i o t  
r t s o l u i i o n  w i  11 Se a d o j i t d .  ( 2 )  Carporac? funds !Tay be !~s?d f o r  o f i i c ?  
SUOU I i e s ,  headquar iers  r?fli, ourchase o r  construc: ion o f  p d r c y  heaaguzr:err. and 
j c a i e  and 1 0 ~ 3 1  ad valorem p r o p e r c y  taxes o n l y  i f  iheS2 expens?s are  i n c z r r ? d  
? i c i  u s i ' 4 e l y  i n  t h e  per f l raanc.3  o f  non-carnaaign a c c i r i i y .  ( d )  Cgroorate  funfJs 
n~ldy 5e used i o r  expenszs of  p a r i y  a d n i n i s c r a t i o n  cn i y  unen the p a r c i c x l d r  f 2 n c -  
t i r , n  p e r f a m e d  i s  exclusivei : /  non-campaiqn r e l a c t d .  You i-tave noc d e s c r i j e d  
?ar:y a d m i n i s t r a t i o n  acz 'v i  c i e s  i n  s u f f i c i e n t  d e t a i  1  i o  ma?? any s p e r i f j c  
: c ~ e r p r ? i a i i o n .  F a r  exarriul;., as i n d i c i c e d  ? r z v i o u r l y ,  aain;znance g i  m e m e r s h i p  
r 3 c a r e s  nay be a f u n c t i o n  o f  p a r c y  adn in i ;=rac ian,  b u z  c h i s  f u n c r i o n  i s  n o i  
t . ~ s l u s ~ v e l y  f a r  non-camoaiyn purposes.  ( 5 ;  C c r p o r a i e  c a f l i r i b u t ( o n s  may noc be 
d s e d  t o  pay t h e  waqes and bene f i  t s  3 f  p a r t y  enrologces who do ~ c t  work ~ x c ! z s i  - 
v e i y  i n  f l ~ ! I - ~ a m ~ a i g f l  a c t i v i t y .  As-was s ~ J [ &  i n  che Ldrrioer: I$ii.?r, S U O ~ ~ ,  . i n  - j v m a r y ,  p o l  i i i c a l  parc i e s  ~Tay r x z i v e  ,ind szend money f rom c ~ r ~ a r a c i o n s  f o r  
.c l iv i : l /  which i s  excTus ive iy  c u i s i d e  the Act . "  

Ycu a: so ask whether C o r j o r 3 t e  funds danatzd t o  the  Regub I i c i r ?  ? a r r y  .,nay > e  3sed 
f 3 f  vgC2r t ? ? i s : r a t i o f l  d r i v e s  c o n d u c t ~ d  b y  :he p o i i c i c a l  pdr:y, b u i  .which a r c  
n c i  unaer raken  i n  supporr: a i  o r  i n  oopos ic ion  :a a  a a i l a t  q u e s r i o n  o r  c a n d i a a i a  
3 y  a nane o r  c l e x  i n i e r e n c ? ,  and wnlc !~  i s  noc dnder rak2n  f o r  i 9 e  purgasz g f  

i n f l u e n c i n g  an e l e c t i o n .  

S e c t i o n  5 ( 3 ) ( e )  of the Ac t  s t a t e s :  

" ( 3 )  Expend i tu re  dozs n o t  i n c l u d e :  

. ?  An exgend i tu rz  f a r  n o n p a r t i s a n  v o t l r  r ? ? i s t r a c i o n  o r   onpa par- 
c i s a n  ge t -ou t - i he -voc?  a c t i v i t i ? ~ . "  



Philip Van Dam 
Page 7 

The legislative history of the Act reflected in this exclusion i n d i c a ~ ~ s  an auare- 
ness by the Legislatur? of the pubiic irnportanc? and pub1 ic service value of non- 
partisan activities of the type traditional ly conducted by organizations like the 
League of Momen Votzrs. Such activities include vottr registrat ion and aet-out- 
the-vote drives .  The use of the t2m "nonpartisan" clearly el iminat2s pol itical 
partizs from this exclusion. The jtirnary purpose of  a voter registration drive is 
to influence En election. Funds 2xgended for a vot?r registrat ion drive by  a 
p c I  itical party are expenditures in dssistance of party-designaced candidaias. 
-. 
I nereforz, goi i ticai parties may not use corporate donat ions to fund get -ouc-tne- 
v3t2 or voter registration drives. 

- I 

i h i s  letter is infonational only and does not consiitute a dec1ara;or-y ruling. 

Phi 1 lip T'. '.rangas 
r 

0 i rector 
O f f  i c e  of Yearings and Legi slacion 
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M I C H I G A N  D E P A R T M E N T  O F  S T A T E  

RICHARO H. AUSTIN SECRETARY OF STATE 

S T A T E  T R E A S U R Y  BUILDING 

- 
October 31, 1984 

Mr. David A Lambert 
63'3 N. Hayford 
Lansing, Michigan 48912 

Dear Mr. Lambert: 

Y o u  have requested an interpretative statement under the Cdrnpaign Finance Act 
(the "Act"), 1976 P A  388. as amended, regarding hypothetical auesticns to 
clarify an interpretative statement issued to you on Seoternber 2 1 ,  1983. 

The initial issue you raise is: 

"May a political party cormittee hold a fundraiser at whicn it 
uses a program booklet to sell advertising to corporations, i f  
tne proceeds (if any) from said program advertisinq dre segre- 
gated into an account for non-campaign purposes? or, does-the 
fundraising - event have to be held for the sole 9urpose of 
raising money for non-campaign purposes." 

As indicated in the Segtember 21. 1983, letter, section 6 of the Act ( M C L  
169.206)  states, ~n part, "'Expenditure' means a payment . . . of money . . . 
f o r  . . . services . . . in assistance o f  . . . the nomination or election of 3 
candiddte, or the qualification, passage, or defeat zt d bdilot 9ueStlon." The 
letter went on to stat?: 

"Funds received from corporations cannot be used in assistance 
of a candidate. Because the purchase oi an advertisement 
assists the recipient, a corporation -. may not purchase an 
advertisement -- in a orogram book, ad book, or newiletter -- which 
supports or opposes candidates. Whiie it is conceivable a 
pol i~ical party Tommi  ttee c o x d  pub1 i sh a newslztter which 
does not support or give assistance to a canaidate 
("candidate" includes all incumbents), this seems unlikely. 
I f  a political garty committee wants to designate a specific 
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fundraiser or method of fundraisina as beinq for non-campaign 
puryses, it may do so and accept corporate contributions. 
But it may not merely ~ u l l  cor~oration contributions out of 
the receipts for a findraiser (or for newsletter ads), and put 
the corporate funds into a separate account. If a newsletter 
which does not support a candidate or ballot question could 
somehow be published, a political party comittee could 
designate all advertising income for a separate account for 
non-campaign purposes." (emphasis added - 

gnlike other types of committees, political party committees are not required to 
file separate reports for fundraisers. Political party c o m i t t e ~ s  report 
contributions received at a fundraiser and expenditures made to hold the , 

fundraiser the same as all other contributions and expenditures. A political . 
party cormittee must report contributions received or expenditures made wnen the 
contributions and expenditures involve fundraising for campaign purposes. 
R2ceipts and disbursements resulting from non-campaign fundraising are not 
contributions and expenditures and should not be reported under  he Act. 

As indicated in the quote above, a political party comittee may designat? a 
"nethod of  fundraising as being for non-campaign purposes". A fundraiser is a 
,method of fundraising. The entire fundraiser may be designated for non-camoaign 
purposes, in which case corporate ccntributions would be accepted and none of 
tne fundraiser's receipts cr expenses would be reported by the political party 
comittee. Alternatively, all or part of the fundraiser's receipts could be 
used for campaign purposes, no corporate contributions could be received in con- 
n e c t i ~ n  with the fundrais2r, and the political party cormittee would report only 
those receipts and expenditures which are or will be used for campaign purooses. 
However, a fundraiser may not be split between campaign and non-campaign pur- 
poses with corporate contributions received and channeled to non-campaign pur- 
poses. Just as an officeholder expense fund which receives corporate money is 
"tainted" and may not purchase tickets to candidate fundraisers, a political 
3 a r t y  cornittee's method of fundraising may not commingle corporate and non- 
corporate funds and be utilized in candidate elections. 

In conclusion, a political party comittee may not have a program booklet for 
which corporate funds are received in connection with a fundraiser wnich other- 
w i s e  is used to raise campaign funds. 

The second issue you have raised is whether corporate funds may be used by ooli- 
tical party committees in certain identified instances. Specifically, you asked: 

"I would also like to know if a political party cormittee may 
use corporate contributions for any of the following: 
1. For the purchase of office supplies such as stationery, 
envelopes, etc. 
2. For oiiic? expenses such as telephone, fire and/or iiabi- 
liiy insurance? - 
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3. For the rental of or purchase of a party officelheadquarters? 
4 .  For covering the costs of party officers to attend party- 
related meetings or events (travel, lodging, and meal s)? 
5. For legal and/or accounting expenses associated with 
compliance with the campaign finance law? 
6. For wages and emoloyee-related expenses (such as 
unemployment and workers compensation insurance) for party employees? 
7. For the payment of ad valorem property taxes on any pro- 
p e r t y  owned by the party? 
8 .  For the vpenses associated with the maintenance of mem- 
bership records such as computer record-keeping costs? 
9. For the purchase of such office items as computers, 
copying machines, offic2 furniture, and filing cabinets? 

It is appropriate to consider what procedures are available under the Federal 
El.sction Campaign Act in similar fact situations. The Federal Election 
Commission (the "FEC") has promulgated rules which allow allocation of expen- 
ditures among candidates and a1 location of a candidate's travel expenses between 
campaign and non-campaign purposes (UCFR 106.1-106.4). The FEC has extrapolated 
from these rules which allow allocation of expenditures in specific instances to 
create, by advisory opinion, aliocations of corporate and union treasury funds 
between federal and state expenditures. The FEC stated in A0 1976-10 that 
federal get-out-the-vote and voter registration drives may not be paid for with 
corporate or union funds, but those same efforts directed to non-federal elec- 
tions could be supported by corporate or union funds unless prohibited by the 
state- When corporate and union involvement is not prohibited by state law, the 
FES rules the costs of get-out-the-vote and registration drives should be allo- 
taxed between federal and non-federal elections in a manner similar to rules 
166.1 through 106.4. 

In A 0  1978-46 the FEC continued with this approach in ruling corporate and union 
contributions to a party convention, such as the purchase of advertising and 
exhibition space, are permissible only : f  they can be apportioned to state and 
local conadidates. Allocation of corporate and unlon contributions to non- 
federal expenditures at a national party conference and workshop was approved 
more recently in A0 1982-5. 

These decisions b y  the F.E.C. permitting allocat~on between feaeral and nonfederal 
c a ~ p a i g n s  were made in a cont2xt that differs from that presented here. , 
Polit'cal party organizations traditionally carry on join1 federal-state cam- 
paigns. The same party activists and voters participate in the simlataneous 
eleztion of public officials at all levels. The F.E.C. Aavisory Opinions and 
regulations covering allocation are 3 recognition of this fact. 

- 
Campaign and non-czmpaign activities of Michigan party organizations can be 
carriea on inde~endenri). Unlike integrated camoaign efforts it is feasible for 
a party to sepdrate its non-campaign activities from the major function of the 
?arty, helping elect its nominees to public office. 
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N e i t h e r  t h e  Act  no r  t h e  D e p a r t m e n t ' s  r u l e s  e x p r e s s l y  o r  i m p l i e d l y  p e r m i t  a l l o c a -  
t i o n .  I n  a d d i t i o n ,  c o r p o r a t e  i n v o l v e m e n t  i n  e l e c t i o n s ,  wh ich  was p r o h i b i t e d  i n  
M i c h i g a n  p r i o r  t o  a d o p t i o n  o f  t h e  A c t ,  i s  s t r i c t l y  c o n t r o l l e d  b y  s e c t i o n s  54 and 
55 o f  t h e  Act ,  MCL 169.254 and 169.255. S i n c e  t h e  m a j o r  o b j e c t i v e  o f  any p o l  i -  
t i c a l  p a r t y  i s  t o  nominate  and e l e c t  i t s  member t o  l o c a l ,  s t a t e ,  and f e d e r a l  
o f f i c e ,  and c o r p o r a t i o n s  a r e  p r o h i b i t e d  f rom u s i n g  t r e a s u r y  funds  t o  i n f l u e n c e  
M i c h i g a n  and f e d e r a l  c a n d i d a t e  e l e c t i o n s ,  t h e r e  a r e  v e r y  few i n s t a n c e s  where 
c c r o p o r a t i o n s  may c o n t r i b u t e  t o  p o l i t i c a l  p a r t y  commi t tees .  

C ~ r p o r a t e  funds  m q y  be used f o r  o f f i c e  s u p p l i e s  and expenses, if t h e  s u p p l i e s  
and  expenses ( t e l e p h o n e ,  h e a t ,  l i g h t s ,  e t c . )  a r e  used o r  i n c u r r e d  e x c l u s i v e l y  
f a r  non-campaign purposes.  S i m i l a r l y ,  t h e  r e n t a l  o r  pu rchase  of o f f i c e  space and 
the payment o f  a t t e n d a n t  i n s u r a n c e  premiums and p r o p e r t y  t a x e s  may be made w i t h  
c o r p o r a t e  funds ,  p r o v i d e d  t h e  space i s  used o n l y  f o r  non-campaign pu rposes .  . 
However ,  an o f f i c e ,  a  t e l e p h o n e  o r  s t a t i o n e r y  wh ich  i s  used even o c c a s i o n a l l y  
f o r  campaign purposes,  such as s o l i c i t i n g  s u p p o r t  f o r  a  c a n d i d a t e  o r  f u n d r a i s i n g  
w h i c h  w i l l  b e  used f o r  campaign ing  may n o t  be purchased o r  r e n t e d  w i t h  f u n d s  
c o m i n g l e d  w i t h  c o r p o r a t e  money. 

Whether  c o r p o r a t e  funds may be used t o  pay  p a r t y  o f f i c e r s  a t t e n d i n g  p a r t y  
r e i d t e d  mee t ings  depends upon t h e  pu rpose  o f  t h e  m e e t i n g .  F o r  example, c o r -  
p o r a t e  funds may be used t o  pay  p a r t y  o f f i c e r  c o s t s  a t  an odd y e a r  p a r t y  conven- 
 ion ~ v h e r e  t h e  o n l y  b u s i n e s  conducted i s  e l e c t i n g  p a r t y  o f f i c e r s  and p a s s i n g  
r u l e s  and r e s o l u t i o n s ,  b u r  c o r p o r a t e  f u n d s  may n o t  be used if p e o p l e  a r e  nomi-  
n a z e d  f o r  s t a t e  o r  l o c a l  o f f i c e  a t  t h e  c o n v e n t i o n .  (See t h e  August 21, 1979, 
d e c l a r a t o r y  r u l i n g  i s s u e d  t o  M r .  R i c h a r d  D. M c L e l l a n  w h i c h  i s  a t t a c h e d . )  

L e g a l  o r  a c c o u n t i n g  exoenses a s s o c i a t e d  w i t h  Campaign F i n a n c e  Act  comp l i ance  may 
not be p a i d  w i t h  funds c o n t a i n i n g  c o r p o r a t e  c o n t r i b u t i o n s .  The o n i y  e x c e p t i o n  
t o  t h i s  would be  when a  p o l i t i c a l  p a r t y  c r e a t e d  a  b a l l o t  q u e s t i o n  c o r n i t t e e  
w h i c h  i n c u r r e d  l e g a l  o r  a c c o u n t i n g  expenses because s e c t i o n  5 4 ( 3 )  p e r m i t s  a  c o r -  
p o r a t i o n  t o - c o n t r i b u t e  up t o  $40,000 t o  a  b a l l o t  q u e s t i o n  commi t tee .  

Wages and expenses of p a r t y  employees who work e x c l u s i v e i y  i n  non-campaign a c t i -  
v i t i e s  may be p a i d  w i t h  c o r p o r a t e  c o n t r i b u t i o n s ;  o t h e r w i s e ,  c o r p o r a t e  funds may 
n o t  be used f o r  employee wages, expenses, and b e n e f i t s .  

k ' h i l e  membership r e c o r d s  may be  used f o r  non-campalqn Durposes,  :he,y a r e  d l s o  
r n a l n t a i n e d  and u t i l i z e d  f o r  t h e  pu rpose  o t  i n f l u e n c i n g  e i e c t ! o n s ,  t h u s  t h e y  a r e  
e x p e n d i t u r e s  wh ich  cannot  be p a i d  w i t h  c o r p o r a t e  funds .  

O f f i c e  e q u i o n e n t ,  e.g.,  computers,  c o p i e r s ,  f u r n i t u r e ,  and f i l e  c a b i n e t s ,  a r e  
t r e a t e d  t h e  same ds o f f i c e  s u p p l i e s ,  o f f i c e  space, and r e l a t e d  i n s u r a n c e  and 
p r o p e r t y  t a x e s  as d i scussed  above. 

I n  s u m a r y ,  p o l i t i c a l  ? a r t i e s  nay  r e c e i v e  and spend money f rom c o r p o r a i i o n s  f o r  
a c t i v i : y  wn icn  i s  e x c l u s i v e l y  o u t s i d e  t h e  A c t .  I n  a d d i t i o n ,  a  p o l i t i c a l  p a r t y  
b a l l e t  q u e s t i o n  commi t tee  ( a s  d i s t i n g u i s h e d  f r cm t h e  " p o l i t i c a l - p a r t y  commi t tee"  
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as defined in section ll(5) of the Act, MCL 169.211) may receive corporate 
contributions consistent with section 54 of the Act, MCL 169.254, without either 
t h e  cornnittee or the corporation violating the Act. 
This response is informational only and does not constitute a declaratory ruling. 

Very truly yours, 

I ' 
,- 

Phillip T.  F r a n g o ~  
D i  rsctor 
Office of Hearings and Legislation 

PTF /cw 
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Senator  Jonn K e l l y  
T w  Senate 
O f f i c e  of the Majority ghip 
P "5 .  80x 30036 
Lans ing ,  Mich~gan 48909 

near  Senator Keliy: 

T h i s  i s  I n  resporlse ' 9  your reque5t f o r  ~nfor r~ lae~or l  <lnd  ,In i ? t e r p r e t a t i o n  c o n -  
c e r n i n g  the 3 p p l  :cab1 l i t y  of the. C d i n p a ~ g - n  Finaoce Act ! the " A c t " ) ,  1976 P A  388, 
a s  amended, t o  d ~ n d t l o n s  made by corporations t o  an off icenolder  expense f u n d  

S>ecifically, you reques t  a c o p y  o t  any d e c l a r a t o r y  ru l inq  a r  In te rp re t ive  s t a -  
tcinertt regardinq ::rjrporate con t r ibu t ions  to a n  O E F ,  especial  l y  concernirig the 
" t ; \ i . i t inaa  of dn O E F  b y  jccsptance ot i corporat;: tiortat ion . ~ r t d  a n y  mc-[hod Sy 
# r i ; r h  ,IR ?EF c?n ' ' 7urqe  tne  t a i n t  . "  You ? ] s o  a;k &ether  'he F T F O  accounting 
niuit~od may be used io  "purge the t a i n t "  o f  c o r p o r 3 c e  aon?tions t o  3n  ; l i F .  

Tne D~partrnent ha5 -:sued two  i n t e rp re r  i v e  s t  ..tcr~i?r~t; , q n i s t - n  i corsora te  dona -  
t l f ~ r l s  to  2r1 3EF, ccole.; q f  ~ h ~ c h  ~ ~ c c o i n o a n y  t h i s  jer !p , - .  I n  a '?t t?r- t o  Senator 
Sdry C. Corbin, d a t ~ d  February 1, 1980, t h e  De~art,;.e:lt . . t d ~ t d :  

" . . . t i ) & :  ' r ~ ~ : ' i . ; l ! ) r i  , ) f  c o r ~ c r a t : ?  ic!ritr~hi;tl , i t l j  & I : :  ' tdi!:Lt YIP 
J.E.F. and ! i i ~ r c ? b . v  (ireat ly  1 lrni L ttie : i c , ~ < ,  ; :)r 11-1-1  + + + >  : ! ,  ;: . F .  nay be 
it I ' i z e ~ f .  i x i : r n o i f > ,  G~,ncjl> ~ ~ - ' I I I I  , r ~  ) . :  . !  . , i  ' , ,qrl I , ,  1 1  , t ~ . i ~ ( ; r - 3 i . , l  

, .un%r 1 b 1 i 7  ] ( ; ! I  1 , j l j t d  ! : P ~ , : ~ s  ; ] , J [ J o , ,  I !.l~!] r m  y t 1 1 1 r  , k16ir  1:  :,r , , s l  * , . ,>( :  : $ )  

I L I . .  ' I I I I I I r  I - I  I , r  '1:. i j I #:t~(,l :gr 
any other ptit l ~ c ; : , t '  for' wr; ~ : h  c,'~rpor.;11-t~ ;o i r t . r -  ! ! - ~ t : t  ':;I! . ! i , l  i 1 1 ; : ;  ;?P ~ ~ S P ; I  . "  

ii l I > t t p r  tc; M I - .  : jouirlar, K .  kicl lacd,  datiltl i luc,i , ; t  h .  / 33O,  :.',st:-: t.r?.jt sectior! 
5 4 (  i )  d f  t h e  ,Act (Iv;(:L i59.254'1 orcni b i  t s  ~ o r u o r , i t  E> ~ ' o n t t -  : b i i l  iti:):, fir tlxpendi t u r p s  
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as de f ined  i n  s e c t i o n s  4  and 6 o f  t h e  Ac t .  Th i s  l e t t e r  f u r t h e r  s t a tes ,  "S ince 
i t  i s  improper f o r  you r  cand ida te  commit tee t o  r e c e i v e  t h i s  co rpo ra te  c o n t r i b u -  
t i o n ,  i t  would a l s o  be improper  f o r  t h e  commit tee t o  accept t h e  c o n t r i b u t i o n s  
and pass i t  along t o  an o f f i c e h o l d e r  expense fund . "  

Under  s e c t i o n  49(1 )  of t h e  Ac t  (MCL 169.249) an OEF " . . . may no t  be used t o  
make c o n t r i b u t i o n s  and expend i t u res  t o  f u r t h e r  t h e  nomina t ion  o r  e l e c t i o n "  o f  
t q e  o f f i c e h o l d e r  who e s t a b l i s h e d  i t .  However, an OEF may be used t o  purchase 
t ; c ke t s  t o  another c a n d i d a t e ' s  f u n d r a i s e r  un less  t h e  OEF i s  " t a i n t e d "  b y  c o r -  
p o r a t e  funds. The concept o f  " t a i n t i n g "  i s  necessary  t o  p rec l ude  the  p o s s i b i -  
l i t y  o f  co rpo ra te  funds  b e i n g  conver ted  i n t o  p r o h i b i t e d  disbursements,  and thus  
accomp l i sh i ng  i n d i r e c t l y  what i s  p r o h i b i t e d  d i r e c t l y .  I t  has been c o n s i s t e n t l y  
s t a t e d  b y  t h e  Department t h a t  c o r p o r a t e  funds cannot be commingled w i t h  funds  
t h a t  o the rw i se  cou ld  be used f o r  expenses i n c i d e n t a l  t o  t h e  o f f i c e h o l d e r ' s  
o f f i c e  which a re  a l s o  c o n t r i b u t i o n s  t o  another  cand ida te .  Any commingling w i l l  . 
" t a i n t "  a l l  funds  i n  t h e  account.  

The re  a re  o n l y  two accep tab le  methods b y  which an OEF may "purge t he  t a i n t "  o f  
c o r p o r a t e  funds. E i t h e r  t h e  OEF must reduce i t s  account ba lance t o  ze ro  and 
s t a r t  a  new account, o r  t h e  OEF must r e t u r n  a l l  funds  donated b y  c o r p o r a t i o n s .  
The acceptance of F I F O  o r  any o t h e r  account ing method based on sequence o r  
s e g r e g a t i o n  w i l l  n o t  "purge t h e  t a i n t "  of co rpo ra te  funds because t he  acceptance 
o f  such a  method would make a v a i l a b l e  a  g r e a t e r  p o r t i o n  of t he  OEF f o r  purchase 
o f  f u n d r a i s e r  t i c k e t s  than would o the rw i se  be a v a i l a b l e .  Sec t ion  49(1)  o f  t h e  
A c t  (MCL 169.249) s t a tes ,  an OEF "may be used f o r  expenses i n c i d e n t a l  t o  t h e  
p e r s o n ' s  o f f i c e . "  A sequen t i a l  o r  segregated accoun t ing  method would a l l o w  a  
" t a i n t e d "  OEF t o  use co rpo ra te  money f o r  o f f i c e h o l d e r  expenses and make 
a v a i l a b l e  f o r  t h e  purchase o f  f u n d r a i s e r  t i c k e t s  money which would o the rw i se  
have  t o  be used t o  pay these expenses. Th i s  s u b s t i t u t i o n  o f  co rpo ra te  funds  f o r  
non -co rpo ra te  funds would a l l o w  c o r p o r a t e  funds t o  be i n d i r e c t l y  conver ted t o  
d isbursements  t o  cand ida te  commit tees f o r  f u n d r a i s e r  t i c k e t s .  Corporate  d i s b u r -  
sements t o  cand ida te  commit tees a re  p r o h i b i t e d  under t h e  Act .  I t  i s  a  b a s i c  
p r i n c i p l e  o f  law t h a t  one cannot do i n d i r e c t l y  what he i s  p r o h i b i t e d  f r om  do ing  
d i r e c t l y .  

T n i s  l e t t e r  i s  i n f o r m a t i o n a l  o n l y  and does no t  c o n s t i t u t e  a d e c l a r a t o r y  r u l i n g .  

Ve ry  t r u l y  yours ,  

P h i l l i p  T. Frangos 
I 

D i r e c t o r  
O f f i c e  o f  Hear ings and L e g i s l a t i o n  

PTF /cw 
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Marc G .  Whitefield 
1.3860 West Ten Mile Road, Sui te  200 
Southf ie ld ,  Michigan 48075 

Dear Mr. Whitefield: 

This i s  in response t o  your inquiry on behalf of your c l i e n t ,  the Warren 
Police Officers Association, with respect t o  the aeplicat ion of the Campaign 
Finance Act, 1976 PA 388, as amended ( t he  Act) ,  t o  a  r a f f l e  or dinner spon- 
sored by the Associa t ion 's  separate segregated fund. 

As indicated i n  your l e t t e r ,  a  corporation i s  authorized by section 55 of the 
P,st ( M C L  169.255) t o  sponsor a  separate segregated fund. A corporation i s  p r o -  
h ib i ted  from putt ing corporate monies i n t o  i t s  fund. However, a  corporation 
wnich has es tabl ished such a  f u n d  may u t i l i z e  corporate funds to  defray the 
cgs t s  of "establishment and adrni n i s t ra t ion  and s o l i c i t a t i o n  of contr ibut ions  to 
a  separate segregated fund t o  be used fo r  p o l i t i c a l  purposes." 

You are pa r t i cu la r ly  in te res ted  i n  knowing whether corporate funds may be used 
t o  defray costs  associated with fundraising events. Enclosed i s  a  l e t t e r  which 
was issued t o  Mr. Jack Schick which covers the issues you have raised ' n  your 
l e t t e r .  As indicated in the l e t t e r  t o  Mr. Schick an in te rpre ta t ion  of the Act 
,v~ich would permit the corporation t o  use entertainment premiums or r a f f l e  p r i -  
zes as a  s o l i c i t a t i o n  device would authorize the exchange of corporate funds f o r  
c:!ntributions. These ind i rec t  contributions by corporations t o  a  committee tha t  
supoorts candidates a re  ~ r o n i h i t e a  Jus t  as d i r ec t  contributions Lo candidates 
?*om corporations are  prohibited by section 54 of the Act ( M C L  169.253).  This 
i n t e rp r e t a t i on ,  of course,  does not preclude the separate segregated fund from 
u t i  l i  zing cornmi t t e e  funds t o  defray the expenses of a  fundrai s i  ng event. 

Before u t i l i z i n g  a  r a f f l e  as a  fundraising device, you should contact  the 
S t a t e  of Michigan Lottery Commission t o  insure tha t  you comply with a l l  the 
s t a t u t e s  and rules  t ha t  govern the operation of r a f f l e s  i n  t h i s  s t a t e .  
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This response is an interpretative statement o f  the Act's separate segregated 
fund solicitation provisions and is not a declaratory ruling. 

very truly yours, 

8 /J~L;Ic& 1 d71n,peFi/& 
' i i l l i a  7 .  Frangos 

j 

- 1  rec'cor - 
t f f i  ce of deari ngs and Lsgi s lation 


