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April 25, 2021

The Honorable Louis Luchini
Chair, Committee on Veterans and Legal Affairs
Maine Legislature

The Honorable Chris Caiazzo
Chair, Committee on Veterans and Legal Affairs
Maine Legislature

Re: Statement in Support of L.D. 1417
Dear Chair Luchini, Chair Caiazzo, and Members of the Committee,

The Campaign Legal Center (CLC) respectfully submits this statement to the
Committee in support of L..D. 1417, a bill to ban direct corporate contributions to
candidates. CLC is a nonpartisan, nonprofit organization dedicated to protecting and
strengthening democracy across all levels of government. Since the organization’s founding
in 2002, CLC has participated in every major campaign finance case before the U.S.
Supreme Court, as well as in numerous other federal and state court cases. Our work
promotes every citizen’s right to participate in the democratic process.

Legislative Document 1417 aims to protect Maine elections from corruption and the
appearance of corruption by ensuring that candidates and elected officials answer to their
constituents and not just to the influence of wealthy special interests. Specifically, the
principal goal of L..D. 1417 is to ban direct corporate contributions to candidates and
“leadership PACs”—that is, political committees controlled by legislators. Taking this step,
Maine would join 23 other states and federal law in banning direct corporate contributions
to candidates, consistent with well-established precedent that governments may adopt
restrictions on direct corporate contributions to candidates “to counter the appearance and
reality of corruption.”®

As explained below, L..D. 1417 provides important safeguards against corruption in
Maine elections. In particular, provisions of L.D. 1417 would prohibit direct corporate
contributions to committees that are authorized or controlled by candidates or officials,
which create a high risk of quid pro quo corruption or its appearance. In addition to these
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important provisions, we also recommend two amendments to the bill. Thus, we
respectfully urge the Committee to support L.D. 1417.

L.D. 1417: A Ban on Direct Corporate Contributions to Maine Candidates

Currently under Maine law, corporations may make contributions directly to
candidates. The U.S. Supreme Court has long recognized such contributions can have
“potentially deleterious influences” on elections.? Additionally, although not specifically
provided for by Maine law, elected officials are permitted to operate so-called “leadership
PACs,” that is, political action committees—in addition to their own authorized campaign
committee—ostensibly operated for the purpose of supporting or opposing candidates in
elections other than their own. Because “leadership PACs” are controlled by elected
officials, they are substantially similar to candidate committees.

Legislative Document 1417 would reduce the risk of corruption and its appearance
in Maine elections by implementing two important policy changes: 1) prohibiting direct
corporate contributions to candidates and leadership PACs; and 2) imposing limits on the
contributions a leadership PAC may make and receive. Each of these policies, along with
suggested amendments, are discussed in detail below.

1. Banning direct corporate contributions to candidates is a well-established
and constitutionally permissible tool to prevent corruption.

Corporate contributions to candidates should be barred in Maine elections because
they have long been recognized as a potential source of real and apparent corruption in our
political system. L.D. 1417’s prohibition of direct corporate contributions to candidates and
leadership PACs is firmly supported by history and Supreme Court doctrine.

The first federal campaign finance law in the United States banned corporations
from making contributions in connection with federal elections.? Congress’s rationale for
the Tillman Act of 1907 remains salient today: protecting against real and apparent
corruption stemming from corporate spending in U.S. elections.* In addition to the federal
corporate contribution ban, 23 states have also adopted a ban on direct corporate
contributions to candidates.?

In FEC v. Beaumont, the Supreme Court upheld the federal ban, specifically
affirming its importance in preventing both actual corruption and the appearance of
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corruption in our political system.® The Court also concluded that the corporate
contribution ban serves the government’s important interests in preventing the
circumvention of contribution limits.” Because corporations are entities on paper but not
actual people, individuals who create and control a corporation can otherwise exceed limits
on their own contributions by routing money through the corporation, or several
corporations, undermining contribution limits altogether.®

The constitutionality of corporate contribution bans has been repeatedly affirmed,
with courts holding that these laws are “closely drawn” to advance the government’s critical
interests in preventing real and perceived corruption in the political process. Courts
routinely decline to “second guess a legislative determination as to the need for prophylactic
measures where corruption is the evil feared,” regardless of differing organizational
structures, purposes, or financial resources.? In the Supreme Court’s most recent decision
upholding the federal ban, the Court affirmed that the ban is constitutional when applied to
a nonprofit advocacy corporation.'® As recently as 2019, the Supreme Judicial Court of
Massachusetts upheld that state’s corporate contribution ban, and the U.S. Supreme Court
declined to consider an appeal of that decision.!!

To ensure Maine’s political processes are more soundly protected from the
corrupting potential of corporate contributions and to prevent the filtering of corporate
money through other entities, CLC recommends expanding the ban to prohibit all direct
corporate contributions, regardless of who the recipient may be. Under L.D. 1417, corporate
contributions are banned to candidates and leadership PACs but not to political action
committees, party committees, and caucus committees. Expanding L.D. 1417’s prohibition
in this way would bring the Maine corporate contribution ban in line with the bans in
federal law and most other states. Of the 23 states that ban corporate contributions to
candidates, 19 of those states ban such contributions to state political parties'? and 18 ban
such contributions to political action committees.!3

Federal law is particularly salient on this point: direct corporate contributions are
banned entirely.!* Instead, corporations are permitted to set up voluntary separate
segregated funds, which are subject to contribution limits and recordkeeping and disclosure
requirements similar to other PACs, with additional solicitation, fundraising, and other
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rules.! Critically, federal law prohibits a corporation from making any contributions to its
separate segregated fund using its general treasury monies.'® The contributions to the
separate segregate fund come from individuals, and corporations are instead permitted to
use their general treasury monies only to pay for the establishment, administration, and
solicitation of funds to its separate segregated fund.'” And corporations may only solicit
funds from a specified class of individuals, like stockholders, executive and administrative
personnel, or members, among others.!® These separate segregated funds permit balance
allowing some participation by corporations in the federal electoral process while
prohibiting the corrupting potential of direct corporate contributions.®

Perhaps recognizing the problem of corporate money filtering through other entities,
L.D. 1417 currently proposes to bar political committees, political action committees—
including caucus committees—party committees, or any other political committee other
than a leadership PAC or separate segregated fund committee from contributing to
candidates. This provision, though, is overbroad and unduly restrictive and would have the
effect of favoring leadership PACs, separate segregated funds, and unions over all other
political committees, including political parties, with respect to candidate contributions.
This restriction should be removed from L.D. 1417 and, in its place, the corporate
contribution ban should be expanded to ban contributions by corporations to all political
committees that may contribute to candidates.

2. Imposing limits on contributions that leadership PACs may make or
receive furthers the goal of reducing quid pro quo corruption and its
appearance.

Contribution limits are a cornerstone of campaign finance law at the federal, state,
and local level across the country, and have been upheld as an important tool against
corruption since Buckley v. Valeo.?° Legislative Document 1417 makes an important change
to current law in Maine by limiting the contributions a leadership PAC may receive and
may make to others. Under the bill, a leadership PAC is limited to receiving contributions
in amounts that do not exceed the amounts that a candidate may receive from an individual
and leadership PACs also may not make contributions to candidates in excess of the
candidate contribution limits that apply to individuals.

Subjecting leadership PACs to contribution limits is plainly constitutional under
Supreme Court precedent because the limits protect against quid pro quo corruption and
the appearance of such corruption. Under federal law, leadership PACs, as a species of
political committee, are subject to the same contribution limits as other “nonconnected”
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PACs.?! Five years after the Supreme Court in Buckley broadly upheld contribution limits
to federal PACs, the Court reaffirmed the constitutionality of limiting the amount a PAC
may receive in contributions from individuals and other entities because such limits
furthered the sufficiently important “governmental interest in preventing the actual or
apparent corruption of the political process.”?? Further, the Court upheld the limit on giving
to PACs because it served the interest of preventing circumvention of contribution limits,
generally, and would thus “protect the integrity of the contribution restrictions upheld” in
Buckley.?3 In turn, the Supreme Court has also approved limits on how much a PAC may
contribute to a candidate. In Nixon v. Shrink Mo. Gov’t PAC, a Missouri political action
committee sought to contribute to a candidate in excess of the state’s $1,000 contribution
limit.2* Evaluating the constitutionality of Missouri’s limits, the Supreme Court again
reaffirmed that contribution limits on PACs giving to candidates were justified by the same
concerns as in Buckley, that reasonable limits on contributions served to prevent corruption
and the appearance corruption.?®

In addition to supporting contribution limits with respect to leadership PACs, CLC
also recommends including restrictions on the use of funds a leadership PAC receives. At
the federal level and in other states that have similar leadership PACs, these types of
committees have been ripe for abuse, operating more as slush funds for the controlling
officeholder or candidate than for the stated purpose of supporting fellow candidates.26 One
analysis found that only 45% of leadership PAC spending went towards contributions to
other candidates and committees.?” Instead, more money was spent on personal luxuries
like a $54,000 trip to Disney World and $64,000 in tickets to Broadway shows.28 In
Michigan, a 2017 analysis found that state-level leadership PACs raised hundreds of
thousands of dollars, often from corporations and wealthy special interests, but only 72% of
those funds were contributed to other committees.?? Reports in Maine have pointed to
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similar abuses of leadership PAC funds.?® The substantial evidence of apparent misuse of
these types of committees establishes a clear need to establish strong rules prohibiting the
use of leadership PAC funds for personal gain.

Due to the risk of corruption associated with spending leadership PAC money for
items that are, at best, remotely related to elections, CLC recommends adopting
restrictions that prohibit elected officials from converting their leadership PAC funds for
personal uses.

3. Conclusion

CLC respectfully urges the Committee to support protecting Maine elections by
taking favorable action on L.D. 1417 to ban direct corporate contributions to candidates,
including with respect to our proposed amendments. Thank you for the opportunity to
submit this statement in support of this important legislation. If you have further
questions, please do not hesitate to contact us.

Respectfully submitted,

Is/ Is/
Aaron McKean Patrick Llewellyn
Legal Counsel Director, State Campaign Finance

Campaign Legal Center
1101 14th St. NW, Suite 400
Washington, DC 20005
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