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CVI I Dear Mr, Oldaker:

On March 30, , th.e s o Web tconciliation agreement *igd4 by f of th4
Machinists Non-Partis wn lti CJi
the file ha. been- clo*4, tth~i' te r4 wil
become a part of the Public record withinthirty day

2 U.S.C. S 437g(a)(4)(B) prohibits any information
derived in connection with any conciliation attempt

: from becoming public without the writteni consent of the
respondent and the Commuission. Should you wish any such
information -to become part of the-public record, please
advise us in writing.

Enclosed you will find a fully executed copy of the
final conciliation agreement for your files.'

Sincerely,

BY: Kenneth A. Gz , o

Associate General Counse:

Enclosure
Conciliation Agreement



Dear Mr. Oldaker: K>

On I 92the Commi4sioh Atepe th
bonciliation agreemet wthe by YOU. on, bea1f f
Machinists Nob-Pat '0o iticai Zeqw codnl
the file has betn'cloled:i t ihis' matr"0di il
become a part of the public record ithinthirtzd i,!

2 U.S.C. S 437g(a) (4)() prohibits any information
derived in connection with any conciliation attempt

o from becoming public without the written cOn s e nXt of the
respondent and the-Couission. Should you wish any such
informhtion to become part of the public record, please
advise us in writing.

Enclosed you will find a fully extecuted copy of the
final conciliation agreement for your files. .'

Sincerely,

Charles N. Steele
General Counsel

BY: Kenneth A. Gross
Associate General Counsel

Enclosure
Conciliation Agreement

-3



normal course of carrying out its supervisory responsibilities# a

after finding probable cause to believe that the Machinists R -ri

Partisan Political League ("Responadent" or. 'INPL"), by and thr"ug

its collecting agents and with respect to the actions set forth

below, violatedd /
2 U.S.c. 5 441b(a) by commingling voluntary
and union treasury funds in an account maintained
for use in connection with federal elections;

o 2 U.S.C. S 437b(a)(2) by making expenditures
from a non-designated campaign depository;

2 U.S.C. S 432(c)(1) and (3) by failing to
O keep a detailed and exact account of all
m contributions made to or for MNPL and all

expenditures made by or on behalf of MNPL;

2 U.S.C. S 434(b)(6) by failing to disclose
the total amount of proceeds from the sale
of tickets and other fundraising items; and

2 U.S.C. S 434(b)(11) by failing to disclose
the total sum of expenditures made by a
political committee.

_ All cites noted herein refer to the Federal Election Campaign
Act of 1971 (Pub. L. No. 94-283) prior to the 1979 amendments.



S437g (a) (4) (A) Ci).

II, Respondent has had a reasonable opportunity to emontrate

that no action should be taken in this matter-

III. Respondent enters voluntarily in-t this Agreement vith the

Commission.

IV. The pertinent facts in this matter are as follovs:

1. The-International Associationof Mlachinists and

Aerospace Workers (IAN) is a labor organization.

2. The Machinists Non-Partisan Political League (HNPL)

0 is the separate segregated fund of the International Association of

Machinists and Aerospace Workers.

3. The Connecticut State Council of Machinists (CSCM) is

.a collecting agent of MNPL.

4. The International Association of Machinists -District

15 (IAM-15) is a collecting agent of MNPL.

5. During 1977 and 1978, CSCM deposited the total

collections from the sale of raffle tickets, $12,525, into its

savings account, a non-designated depository containing union dues

and assessments.



accounts* These funds were deposited into the District 15 1AM

checking accouznt wbich contained union dues.,,-nd assessments* Prom

this account, commingled funds totalling $9,412 were transferred to

MNPL for use in connection with federal elections.

WHEREFORE, Respondent agrees:

V. Respondent, by and through its collecting agents and with

respect to the acts set forth above in Items 5-8, contends that it

inadvertently violated the following provisions of the Federal

Election Campaign Act of 1971, as amended:

2 U.S.C. S 441b(a) by commingling voluntary and
union treasury funds in an account maintained for
use in connection with federal elections;

2 U.S.C. S 437b(a)(2) by making expenditures from
a non-designated campaign depository;

2 U.S.C. S 432(c)(1) and (3) by failing to keep
a detailed and exact account of all contributions
made to or for MNPL and all expenditures made by
or on behalf of NNPL;



contriCDutiofl5 je@ AppenaIX A*

VII, Respondent, will ame~nd its reports to 4 tc holta~

amount of contributions collected tby CSCN and thelassociato

expenditures for fundraising activities.

r VIII. Respondent will pay a civil penalty 'to the +reasurer of

the United States in the amount of On e Thouiand Dollars

($1,000.00), pursuant to 2 U.S.C. S 437g(a) (5) (A).

IX. Respondent agrees that it shall not undertake any

activity which is in violation of the Federal Election Campaign Actr

of 1971, as amended, 2 U.S.C. S 431, 1 sect.

4 X. The Commission, on request of anyone filing a complaint

under 2 U.S.C. S 437g(a)(1) concerning the matters at issue herein,

or on its own motion, may review compliance with this agreement.

If the Commission believes that this agreement or any requirement

thereof has been violated, it may institute a civil action for

relief in the United States District Court for the District of

Columbia.

P7



Date~ Y~ "ii,~Charles H, Ste
Date General Counslh Fr t

Federal 1l'tion'

#0

Associa~e General Counsel
For the Federal i*2*ction
Commission

OJoseph P. Manners
Date General Counsel For

Machinists Non-Partisan

CPolitical League

Allison Beck
0 Assistant General Counsel

For Machinists Non-Partisan
Politiq l League

Attorney for Machinist:
Non-Partisan Political
League



' hj b raffle prizes with treasury Money, but the cost cannot G9I4
1/3 of the total ammt raised. (MOAVU: You pw~cbase a V' M
set for $300 and conduct a raffle among imion members with t 3

-- at $5 each. You sell 200 tickets and therefore raise $1,O00. You
need not replace the $300 dues mney with proceeds of the raffl.)

0

CANOT co-mingle funds. Contributions given to local lodge agents should
be deposited i mediately into a MPL transit checking account. This
should be a non-interest bearing account. You may also purchase a
mney order or cashier' s check if no transmittal account dsts.
DO NOT SEND YOUR OWN P ;SONAL CHECK. Contributions of $50 or r
from one contributor must be deposited at WfL headquarters within
10 days of receipt *at the local level. Other contributions mst be
deposited at headquarters within 30 days of receipt at the local levl,
Money must not be retained at the local level, SEND IT IN 2D |IATLY.

Raffle money should be forwarded on a weekly or bi-weekly basis, not
held until the drawing. You need only send a general fund remittance
form saying "partial returns from raffle". 'hen the raffle is com-
plete, send your final remittance with the form completely filled out.



send personal checks for wney you collect. (EXC E: You hold an
Executive Board meeting ,and the members each give you $10 cash to
become a sponsoring member. You my deposit that mmey in yovw
checking account and write NM a check. You must get a mcy ore
or deposit the cash in a HM transit account.) Personal checkis
should be used only to pay your own sponsoring membership.0

N Pr nted fund raising material (E LE: raffle tickets) must state
mn the front or back:

"Proceeds will be sent to National MNFL for use in federal elections"

/0



1982.

2. Close the file in MUR 1356.

3. Approve and send the letter
to William C. Oldaker, attorney
for the respondent Machinists
Non-Partisan Political League
as attached to the Memorandum
dated March 25, 1982.

Commissioners Aikens, Elliott, Harris, McGarry and Reiche

voted affirmatively in this matter; Commissioner McDonalddid

not cast a vote.

Attest:

Date U

Received in Office of Commission Secre
Circulated on 48 hour tally basis:

22 _i
Marjorie W. Emns

Secretary of the Commission

tary: 3-25-82, 3:24
3-26-82, 2:00

0



Re:, M(tR:1356

Dear Mr

My client, the Machinists Nonpartisan Pol.itical
League, has authorized me to accept the Qonuiision' a
conciliation agreement in MUR 1356 enclosed 'in your
letter. oMach 5, 1982.,

Enclosed is the check for the $1,000 civil
penalty along with -the signed conciliation agreemetit.

iy cerely,
/

S William C. Oldaker
/

Enclosures
cc: Allison Beck, Esquire
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SUITE 1200

I00 SEVENTEENTH STREET, N, W.

?"ASHINGTON, D. C. 20036

BY MESSENGER

Kenneth A. Gross, Esquire
Associate General Counsel
Federal Election Commission
1325 K Street, N.W.
Washington, D.C. 20463

yO



RE: MJR 1:35,,6,

DearMr., Old~ker:

On Dec e r 1 91 the Commitsion de t 4 rrde~t i s
probable cause to bliae that your on tent a, b C4nb t -1*0Partisai
Political Leaget committed asviolation of 'the V.edia.l Eletin
Campaign Act% oor971 and setos 44kb(), 437b(a) 2)432(c)1 ad'3,44((6) and (11) of th eea Elviti"o

c()ad (3 VA 1Z a cfi pent

Campaign Act of 171'e nded.

The Commission has a duty to attempt to correct such vio-
lations for a period of thirty to ninety days by informal methods'
of conference, conciliation and persuasion, and by entering into

Ca coniciliation agreenent.- If we are unable to reach an agreementw during that periad, the Commission nmay institute civil suit in the
United State; District Court and seek payment of a civil penalty.

We enclose a conciliation agreement that this office is
prepared to recommend to the Commission in settiement of this
matter. If you agree with the provisions of the enclosed agree-
ment, please sign and return it along with the civil penalty to
the Commission within ten days. I will then recommend that the
Commission approve the agreement. Please make your check for
the civil penalty payable to the U.S. Treasurer.

If you have any questions or suggestions for changes in
the enclosed conciliation agreement, please contact Beverly
Kramer, the staff member assigned to this matter, at 523-4060.

Sincerely,

Charles N. SteeleGeneral Co unsea /

By: /' .- ... _,

ti '" Kenneofh A. Gross
Enl r Associate General Counsel

Enclos t ureConciliation Agreement



IMarjorie W. awrtws, 1soording Secretary for thi

Election Ccitupssion's Ex~ecutive Session On1 DnVWXI "A ft

hereby certify that the Commission dcided b~y a vote of

the folla4ng actions in the aboe-captioned matter:

1. Find probable cause to believe that the
!*Kddnists Non-Partisan Political
violated 2 U.S.C. S443b(a).

2. Find probable cause to believe that the
Machinists Non-Partisan Political league
violated 2 U.S.C. S437b(a)(2).

3. Find probable cause to believe that the
Machinists Non-Partisan Political league
violated 2 U.S.C. SS432(c) (1) and (3).

4. Find probable cause to believe that the
Machinists Non-Partisan Political League
violated 2 U.S.C. S434(b)(6).

5. Find prbbecause to believe that the
Machinists Non-Partisain Political Lague
violated 2 U.S.C. S434 (b) (11).-

Continued



COitnissiomnrs Aikns', Mcary FS1.che an~d Z onv

affirtvely for th~e decision; C wsbimi r r i 4iishtd

Carmi~Sssioner Tiernan was riot present at thle timns of: the 'Jl~

Attest:,

Date Mroi .D=
Secretary of the Cmiiszion

(7



Th# E-,rst eeal Counsel's Report in UR l 56

whiob ias InadvertentlY circulated on a 48 hour ta4ly ,,.

basis, was later withdrawn from circulation and will

be placed on the Executive Session Agenda for Tuesday,

November 17, 1981.

For your information, prior to withdrawing this

matter from circulation, Commissioner Thomson submitted

an objection to the First General Counsel's Report.



"7'.

,~ 4'



-~ 4 :~4

~<

A

V, 0

" 110

4A,



* or "the Committee") violated certain, provisions of the Federal.

V Election' Campaign Act of 1971,, as amended ("the Act") (Pub. L,.

V No. 94-283). Specift'cally, the Commission found reason to believe

that MNPL violated:

a) 2 U.S.C. S 441b(a) by commingling voluntary
C, and union treasury funds.

b) 2 U.S.C. S 437b(a)(2) by making expenditures
from a non-designated campaign depository.

c) 2 U.S.C. SS 432(c)(1) and (3) by failing to
keep a detailed and exact account of all
contributions made to or for MNPL and all
expenditures made by or on behalf of MNPL.

d) 2 U.S.C. S 434(b)(6) by failing to disclose
the total amount of proceeds from the sale
of tickets and other fundraising items.

e) 2 U.S.C. S 434(b)(11) by failing to disclose
the total sum of expenditures made by a
political committee.

I/ All cites noted herein refer to the Federal Election Campaign
Act of 1971 (Pub. L. No. 94-283) and the Title 11 Code of
Federal Regulations prior to the 1979-80 amendments.



C

On September 28, 1981, the Commission's General Counsel

notified MNPL of its recommendation to the Commission to find

2/ Since a significant portion of contributions to MNPL are.
raised and recorded at the local, district, and state
council level,.'the audit staff determined that a review
of records maintained at the field level would be necessary
to test MNPLIs overall compliance with the Act and Commission
Regulations. Accordingly, the audit staff selected .the
following for review, based upon their. relatively large
proportion of receipts raised for MNPL:

1) Connecti'cut State Council of Machinists (CSCM)
New Bkitain, CT;

2) Ohio State Council of Machinists (OSCM). Cleveland,
OH; and

3) International Association of Machinists - District-15
(IAM-15) New York, NY.



$ee General Countsel's Brief and Respondent's Brief

III. Disposition of the Case

MNPL does not dispute the factual allegations in the

General Counsel's brief, but argues that the Commission

should not take punitive actions for what the Committee

purports to be "technical failings of MNPL's procedure for

collecting contributions." Respondent's brief at 7. Instead,

MNPL submits that a "reasonable solution" would be for the

Commission to close this case on condition that MNPL take

such corrective actions as the Commission deems required.

Some of the mitigating factors presented in support

of ?NPL's position merit consideration. MNPL argues that the

Commission is retreating from the strict segregation approach

taken in AFL-CIO v. Federal Election Commission, 628 F.2d

97 (D.C. Cir.), cert. denied, 449 U.S. 982 (1980), to a less

rigid approach which places emphasis on whether the facts present

an opportunity for prohibited funds to subsidize federal



I

fundraising raff fes on behalf of M1?pL. The proceds f rom ,ith &4he

raf fles were deposited into the treasury' acc6unts of the 104*1a.I

unions. IAM.- 15 transm.itted the gross proceeds fr.tsn its un~ih

~'treasury to the separate segregated account of MI4PL. 'CSC?4

V Paid for raffle prizes out of its proceeds, ar4d transmitted, thi

net proceeds to MNPL. In its reports to the Gommission, MNPL,

disclosed the receipt of net proceeds. The amounts received
C

and expended to 1defray the costs of raffle activities were not

o disclosed.

Due to the strict interpretation given to comingling at

the t-ine that MNPL collecting agents followed the above procedures,

we have deemed these actions as violative of the Act. However,



Based on- the oregoing, the Office of Genera&I Counsel

reconmends that the Cbrm.ission f ind proba~le Cause to believe

that MNPL v'iolated 2.'U.S.C. S 441b(a), S 437b(a)(2), SS 432(c)(1)

and (3), and 55 434(b)(6) and (11). In addition, we recomend

that the CormistIon approve the attached conciliation agreement

for MNPL

Recomendation$

1, Pind probable cause"to beli:eve that the Machinists

Non-Partisan Political League violated 2 U.S.C. S 44lb(a).

2. Find probable cause to believe that the Machinists

Non-Partisan Political League violated 2 U.S.C. 5 437b(a)(2).

3. Find probable cause to believe that the Machinists

Non-Partisan Political League violated 2 U.S.C. 55 432(c)(1)

and (3).



7. Approve and send t,

Oldakerr attorney tor the

Charle's N. 4iteele
General C, sel

11y$:

Kenneth A. Gross
Associate General Counsel

o Date

* Attachment:

Proposed Conciliation Agreement
Letter to william C. Wldaker, attorney
for Machinists Non-Partisan Political
League

Incorporated by reference to this report are
the briefs of the Respondent and Commission's
General Counsel, copies of which were previously
circulated to the Commission.

1.

(Note:
(
(
(

c~2J~'



officials as, serious violations of tha 'Federal. El ctiz C p*in

Act. Respondent Machinhists ?Non-Pirtjtgil #di~.t~c4 I*lita*

at all timnes has beon ready to correct the errors alleged to have

been committed and to conciliate this matter. Although an

admission of guilt and a civil penalty are clearly unwarranted

because any violations were at worse technical,

. A reasonable review of

facts of this ca-se, the parties' intent, and the harmlessness".of

the errors involved will show that this enforcement action should

have been dropped by the Commission or should have been resolved

through voluntary compliance which is, and has always been, the

goal of the Commission's enforcement efforts..



local CSC?4 account as a depository, ()failing-to kep reur*'

records in&connection with the CPCM raffle and (5) faili0 'g o0

report CSCM expenditures for the prizes given in the raffle.

The alleged violations occurred in 1977 and 1978, at a

time when the Commission's regulations were still relativel:j

new. What happened, stripped of the legal extrapolations of the

General Counsel's Brief, may be stated quite simply. IA14-15 and

0 CSCM transmitted the proceeds of their annual fundraising raffle

to MNPL by means of a check drawn on their local treasuries. The

CSCM raffle prizes were paid for out of the receipts fran the

raffle and therefore were not reported. In following this

procedure they merely continued a procedure that they had

followed for years before the FEC's creation. They felt that

they had no reason to adopt a different procedure since the

statute haa not been substantively changed when the FEC was

created. The only FEC regulation specifically dealing with



by treasury monies no contributionsImay escape. This position

reflects neither current law nor recent Commission practice7 The

inescapable fact in this case is that-no treasury monies ever
0 found their way into MNPL or any federal election cmpaign* .

1/ The reason to believe analysis stated $12,525 was

transmitted by CSCM.

2/ The accusation that "MNPL violated 2 U.S.C. S44lb(a) by
commingling individual volunatry funds with treasury funds
in an account maintined for use in connection with a federal
election" exemplifies the General Counsel's attitude. GC
Brief at 5. The CSCM and IAM-15 accounts were not
maintained for use in a federal election, they were
maintained for union financial business. Their only remote
connection with a federal election was the transmission of
raffle proceeds once a year to MNPL. If, however, he means
the MNPL account, then apparently the individual raffle
contributions became transformed into treasury funds
somewhere along the way. This begs the question, where did
the contributions disappear to?



that, the Act pr~ohitbited the commingling of treasury fw4.d&.4xnd

separate segregated f Qnas in this f ash ion buit struck down, the*

c ivil penalty as inapproprid.e where the practice had stiried
before the Commission's creation, had not been previously,

questioned by the X0, and no decision bad "ddressed the

question. 628 F.2'dat 100-1.01.

The Commission of course, has not charged MNPL

with a knowing. and willful violation, since I4NPL's alleged

transgressions are far less .serious than those involved In the

AFL-CIO case. The Commission, in AFL-CIO, may recall there was

an outstanding balance of $312,000 owed by COPE to COPE-PCC. 628

F.2d at 99. In this MUR the total involved is less than

$22,000. At no time did the respondent make a loan of treasury

monies to MNPL, as occurred in AFL-CIO. Despite these:

differences, in AFL-CIO the Commission sought in the District

Court only a $10,000 civil penalty.



procedure comuported with the law.

Recently, Congress and the Commission hav*_1i

reexamined their interpretation of commingling drawing bak from

M, the strict segregation approach exemplified by AFL-CIO. In the

O House Report to the 1979 Amendments, the House Administratin

Committee said that an organization that is not a political
C

committee need not establish a separate Federal account as long

as it can show by reasonable accounting methods that the funds

used for Federal purposes are not from prohibited sources. H.

Rep. No. 96-422, 96th Congress 1st Session 6 (1979). This rule

has been embodied in Commission Regulations at 11 C.F.R.

S102.5(b)(1)(ii). Further softening of the Commission's approach

is reflected in Advisory Opinion 1981-19. In Advisory Opinion

1981-19, the Commission permitted the Louisiana State Medical

Society Political Action Committee to a make a joint investment

of "hard" PAC dollars (i.e., non-corporate) and "soft"

31



opportunity for prohibi5ted funds to subsidize federal poiia

activity. Where that danger is present, violative comsUfig.

occurs (e.g., Advisory Opinion 1981-"20), But where tio such

danger exists, no violation occurs (e.g., 11 C.F.R.

$102.5(b)(1)(ii), Advisory Opinion 1981-19).

The Commission appears ready to formally ado t

this approach in its proposed regulations on Transfer of Funds,

Collecting Agents, and Joint Fundraising (46 Fed. Reg. 48074-76,

September 30, 1981). Under proposed 11 C.F.R. S102.6(b)(1)(D),

both CSCM and IAM-I5 would have qualified as "collecting

agents." As such CSCM and IAM-15's transmittal procedures would

be proper because the proposed regulations specifially permit a

collecting agent to deposit contributions into its own account as

long as separate records are kept. Proposed 11 C.F.R.

SlQ2.6(c)(3)(ii), 46 Fed. Reg. 48075 (September 30, 1981).

3%-



possibility of using treasury funds to buy the raffle prze that

Commission Regulations afforded. To call this a cmigln

violation, in light of recent legal developmentg, would ift no w*,

advance the goals of the Act but instead would be a post fl''t*

exercise in formalism and technicality.

B. Fundraising Receipts and Expenditures 

The General Counsel's Brief further accuses tqPL

of violating the Act by (1) failing to designate the CSCM account

as a depository, (2) failing to keep required books and records,

(3) failing to report gross receipts of the CSCM raffle, and (4)

failing to report expenditures for raffle prizes. All of these

alleged violations derive from CSC4's practice of transmitting

the net, rather than the gross, proceeds of the raffle to MNIPZ.

If ever a case called for voluntary compliance, rather than

admission of guilt and a civil penalty, this is it.

CSCM had for years followed the practice of

transmittihg net proceeds of its annual raffle to MNPL. The

practice started long before the Commission was created. The

3.3



unitemized contributions thart- INPL'reported and that thdI4-oney

was spent on 'raf fle prizes. This is hardly an attempt to defeat
the purpose of disiosure. It is plainly an inadvertent

violation due to a isunderstanding of the Commission's less than

clear regulatory requirements. The reasonable solution would be

to require MNP,- to amend its reports (which it has already done)

and make it promise to follow the approved procedure in the

future. The public interest in accurate campaign disclosure

demands no more.

Once again, it is ironic that at least part of

these alledged violations would be permitted under the

Commission's Proposed" Rules. As a "collecting agent" CSCM woul.d

not be required to register and report and the transmittal

procedures make no mention of reporting the organization's



"
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the General Counsel's Brief attemppts Ito inflate i ~, i-t still'

remains alcase of innocent misunderstanding of what the

Commission wanted. ,No "important information was in.fact denied

the p'ublic. CSCM 'and lAM-iS's actions were reasonable in light

of the lack of. clarity in the law"and the fact that ove r'a P riod

of years the practice had not been questioned. MNPL is ready to

comply with whatever interpretation of the law the Commission

decides to adopt. It is grossly unfair, however, to punish KMPL
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* Dear Mr. Oldaker:

""1 Coamiast A4ett d
On 1 h9$1, th O on hvt;t e s ie ,

S probable cause tberio V 0 thtt yr 9O cninet,,qyi Na s r - tis

Polt 'on' Ie egeo c imiako tin pesa~ , hend eeral e Zect! i;n

Cal Leaue r..i lation 4t on
Campaign Act of 1971Fe, M4e4,e, secton :4,,IV(a), 4 3)7 (o)(2)n
432(c) () and p43, the Fen (1)y ntt 4 El3 8utitnL
Campaign Act of 1971, as amended.

The Commission has a duty to attempt to correct such vio-
a lations for a period of thirty to ninety days by 1inforiual methods

of conference,, conciliation and persuasion, and by entering into
a conciliation -agreement, If we are unable to reach anagreement
during that period, the Commission may institute civil suit ina
United States District Court and seek 'payment of a civil penalty.

We enclose a conciliation agreement that this office is
co prepared to recommend to the Commission in settlement of this

matter. If you agree with the provisions of the enclosed agree-
ment, please sign and return it along with the civil penalty to
the Commission within ten days. I will then recommend that the
Commission approve the agreement. Please make your check for
the civil penalty payable to the U.S. Treasurer.

If you have any questions or suggestions for changes in
the enclosed conciliation agreement, please contact Beverly
Kramer, the staff member assigned to this matter, at 523-4060.

Sincerely,

Charles N. Steele
General Counsel

Enlos et
Conci.liation Agreement

j3?



officials as,,serious violation~s of the Federal Eletion"am o~pin

Act. Respond0ent Machinists Non-Partisan Political *~e'4IJ.

at all times has been ready to correct the-exrors alleged to have

been committed and to conciliate this matter. Although an

* admission of guilt and a civil penalty are clearly unwarranted

because any violations were at worse technical,

C

O0

•'A reasonable review of

facts of this case, the parties' intent, and the harmlessness of

the errors involved will show that this enforcement action should

have been dropped by the Commission or should have been resolved

through voluntary compliance which is, and has always been, the

goal of the Commission's enforcement efforts.



District 15 ("IA615"), violated the Act by (1) commingling with"

CSCM and IAM-15 treasury money, the gross receipts of cetr

raffles to benefit respondent ZNPL, (2) failing to repor.the,

gross receipts of the CSCM raffle, (3) failing to register'th@

e local CSCM account as a depository, (4) failing-to keep r equired

records in connection with the CSCM raffle and (5) failing to

'WE report CSCM expenditures for the prizes given in the raffle.

The alleged violations occurred in 1977 and 1978, at a

o time when the Commission's regulations were still relatively

new. What happened, stripped of the legal extrapolations of the

o General Counsel's Brief, may be stated quite simply. IA14-15 and

CSCM transmitted the proceeds of their annual fundraisinj raffle

to MNPL by means of a check drawn on their local treasuries. The

CSCM raffle prizes were paid for out of the receipts from the

raffle and therefore were not reported. In following this

procedure they merely continued a procedure that they had

followed for years before the FEC's creation. They felt that

they had no reason to adopt a different procedure since the

statute had not been substantively changed when the FEC was

created. The only FEC regulation specifically dealing with



The General Counsels Rrief approaches comingling

as if it were analogous to quarintining a disease. On~ce touched

by treasury monies no contributions may escape. This position

reflects neither current law nor recent Commission practice. The

inescapable fact in this case is that no treasury monies ever

O found their way into MNPL or any federal election campaign.

1/ The reason to believe analysis stated $12,525 was
transmitted by CSCM.

2/ The accusation that OMPL violated 2 U.S.C. S44lb(a) by
commingling individual volunatry funds with treasury funds
in an account maintined for use in connection with a federal
election" exemplifies the General Counsel's attitude. GC
Brief at 5. The CSCM and IAM-15 accounts were not
maintained for use in a federal election, they were
maintained for union financial business. Their only remote
connection with a federal election was the transmission of
raffle proceeds once a year to 4NPL. If, however, he means
the MNPL account, then apparently the individual raffle
contributions became transformed into treasury funds
somewhere along the way. This begs the question, where did
the contributions disappear to?'io



civil penalty as inappropriate where the practice h~ad s tairte4d:

before the Commi~ssion's creation, had not been~ previously
queStioned by the GAO, and no decision bad addressed the

question. 6-28 F.2d' at 100-101.

The Commission of course, has not charged MNPL

with a knowing. and willful violation, since MNPL's alleged

transgressions are far less serious than those involved in the

AFL-CIO case. The Commission, in AFL-CIO, may recall there was

an outstanding balance of $312,000 owed by COPE to COPE-PCC. 628

F.2d at 99. In this MUR the total involved is less than

$22,000. At no time did the respondent make a loan of treasury

monies to MNPL, as occurred in AFL-CIO. Despite these.

differences, in AFL-CIO the Commission sought in the District

Court only a $10,000 civil penalty.

4



most sophisticated labor organization with respect to electo

laws,, thought the practice permissible indic'ates that NI?, and,,

especially the local uniions, had every reason to believe th;*,

procedure comported with the law.

WRecently, Congress and the Commission have

reexamined their interpretation of commingling drawing back from

the strict segregation approach exemplified by AFL-CIO. In the

House Report to the 1979 Amendments, the House Administration

Committee said that an organization that is not a political

O committee need not establish a separate Federal account as long

as it can show by reasonable accounting methods that the funds

used for Federal purposes are not from prohibited sources. H.

Rep. No. 96-422, 96th Congress 1st Session 6 (1979). This rule

has been embodied in Commission Regulations at 11 C.F.R.

$102.5(b)(1)(ii). Further softening of the Commission's approach

is reflected in Advisory Opinion 1981-19. In Advisory Opinion

1981-19, the Commission permitted the Louisiana State Medical

Society Political Action Committee to a make a joint investment

of "hard" PAC dollars (i.e., non-corporate) and "soft"

1_/ 1-



coinugling is the emphasis on whether the facts present A01'
QopQ't*t for prohibi.ted funds to subsidize federal political,

activity, Where that daniger is present, violative cOsMM4in1g

occurs (eg., Advisory Opinion 1981-20). But where no such

danger exists, no violation occurs (e.g., 11 C.F.R.

S102.5(b)(1)(ii), Advisory Opinion 1981-19).

The Commission appears ready to formally adopt

this approach in its proposed regulations on Transfer of Funds,

Collecting Agents, and Joint Fundraising (46 Fed. Reg. 48074-76,

September 30, 1981). Under proposed 11 C.F.R. S102.6(b)(l)(D),

both CSCM and IAM-15 would have qualified as "collecting

agents." As such CSCM and IAM-15's transmittal procedures would

be proper because the proposed regulations specifially permit a

collecting agent to deposit contributions into its own account as

long as separate records are kept. Proposed 11 C.F.R.

S102.6(c)(3)(ii), 46 Fed. Reg. 48075 (September 30, 1981).

41-3



contributions, In fact, CSC14 did not take advan~tage Of' 'the,.

possibility of using treasury funds to buy the raffle p, '*~tt

W Commission Regulations afforded. To call' this a comm n

violation, in light of recent legal developments, would in n way

advance the. goals of the Act but instead would be a post, 0 c 0

exercise in formalism and technicality.

B. Fundraising Receipts and Expenditures

oD The General Counsel's Brief further accuses MNPL
of violating the Act by (1) failing to designate the CSCM account

0 as a depository, (2) failing to keep required books and records,

(3) failing to report gross receipts of the CSCM raffle, and (4)

failing to report expenditures for raffle prizes. All of these

alleged violations derive from CSCM's practice of transmitting

the net, rather than the gross, proceeds of the raffle to MNPL.

If ever a case called for voluntary compliance, rather than

admission of guilt and a civil penalty, this is it.

CSCM had for years followed the practice of
transmitting net proceeds of its annual raffle to MNPL. The

practice started long before the Commission was created. The



addresses of $1, contributors. What informi~tioi has- the poIlic

been denied? Only 'bat'CSCt received $I,972,6i more t$.

violation due to a Aisunderstanding of the Commission's less than

clear regulatory requirements. The reasonable solution would be

to require MNPL to amend its reports (which it has already done)

and make it promise to follow the approved procedure in the

future. The public interest in accurate campaign disclosure

demands no more.

once again, it is ironic that at least part of

these alledged violations would be permitted under the

Commission's Proposed Rules. As a "collecting agent" CSCM woul.d

not be required to register and report and the transmittal

procedures make no mention of reporting the organization's



t

C,



th~e GneraI C Cse s Bi.ef attem tt to' inat it -t sttil

remains a case of ininocent mislunderstanding of what the

Cc ,mlssion wanted. No important information was in fact denied

the ptublic. CSCM and ZA-iS's actions were reasonable in light

of the lack of clarity in the law and the fact that over a period

of years the practice had not been questioned. MIPL is ready to

-comply with. whatever interpretation of the law the Commission

decides to adopt. it is grossly unfair, however, to punish MNPL





After considering all the evidence available to the
r., Commission, the Office of General Counsel is prepared to

recommend that the Commiission find probable cause to believe
O that a violation has occurred.

Submitted for..your review is a brief stating the position
of the General Counsel on the legal and factual issues of the
case. Within fifteen days of your receipt of this notice, you

C% may file with the Secretary of the Commission a brief (10 copies,
if possible) stating your position on the issues and replying
to the brief of the General Counsel. (Three copies of such
brief should also be forwarded to the Office of General Counsel#
if possible.) The General Counsel's brief and any brief which
you may submit will be considered by the Commission before pro-
ceeding to a vote of probable cause to believe a violation has
occurred.
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the position of' the General C,
issues of the above-captionod
and a letter notifyi.ng the re
intent to recommend to the Co
cause to believe was mailed.o
receipt, of the Respondent's r
will make a further report to

Attachments

1. Brief
2. Letter to Respondent



On March 25, 1981, the Commission~ found reason to beUitV*

that respondent Machinists Non-Partisan Political Leagu :1

or "the Committee") Violated 2 U.S.C. SS 44lb(a),, 437b~aH''2)?'

Now 432(c)(1) and (3), 434(b)(6) and (11), provisions of the F de a

Election Campaign Act of 1971, as amended ("the Act") (Pub. L.

No. 94-283). The Commission based its determination on findings

made during an audit of MNPL and the records maintained by three

o of its local collecting agents.

1 / All cites noted herein refer to the Federal Election
Campaign Act of 1971 (Pub. L. No. 94-283) and the
Title 11 Code of Federal Regulations prior 'to the

*1979-80 amendments.

Since a significant portion of contributions to MNPL are
raised and recorded at the local, district, and state
council level, the audit staff determined that a review
of records maintained at the field level would be necessary
to test MNPL's overall compliance with the Act and Commission
Regulations. Accordingly, the audit staff selected the following
for review, based upon their relatively large proportion of
receipts raised for MNPL:

1) Connecticut State Council of Machinists (CSCM)
New Britain, CT;

2) Ohio State Council of Machinists (OSCM) Cleveland
OH; and

3) International Association of Machinists - District-
15 (IAM-15) New York, NY.



1I. Factual and Legal Analysis

A. Commingling of Voluntary and Union Treasury Funds.

2 U.S.C. S 441b(a) states, in relevant part, that it

is unlawful for any labor organization 'to make a contriburtion,

or expenditure in connection with any federal election. 
For

purposes of this section, the terms "contribution 
or expendi-

ture" are broadly defined to include."any direct 
or indirect

payment, distribution, loan, advance, deposit 
or gift of money,

or any services or anything of value..." 
2 U.S.C. S 441b(b)(2).

Specifically excepted# however, are the costs 
incurred for the

establishment, administration and solicitation 
of contributions

to a separate segregated fund utilized for political 
purposes



Association of Mach'i'nists District '15 (herein ",IAM1" r&,

vealed the following with respect to a violation of 2tJ._BC

4 S44lb(a).

During the period covered by the audit (January 1 977

U1 through February 28, 1979),CSCM received contributions for NNPL

totaling $12,252.00 from the sale of raffle tickets tou;uio

members at the local and district level. The proceeds from the

sale of raffle tickets were deposited into the union's savings

account at the .Savings Bank of New Britain and were commingled

o with union treasury-funds (dues and assessments held since 1975).

CSCM then withdrew funds (amount received from the sale of raffle

0 tickets) and obtained cashier checks to first pay for raffle

prizes and then to transmit the net proceeds to MNPL in Washington.

At IAM-15, proceeds from the sale of $1.00 raffle tickets

were received drawn on local union treasury accounts. These

funds were in turn deposited into IAM-15's general checking account

at the Amalgamated Bank of New York and were commingled with union

3/ See Pipefitters Local Union No. 562 v. United States,
407 U.S. 385, 428-32 (1972)



Counsel recommends that the Commis~siona find probable cusel,

to believe that t4NPL violated 2-U.S.C. S 44lb(a) by comnlih4

individual voluntary contributions with treasury funds in an-

account maintained for use in connection with fed.era eleoti

.'B. Fundraising Receipts and Expenditures.

2 U.S.C. S 437b(a)(2) requires the treasurer of each

political committee to designate one or more national. or

state banks as campaign depositories of such committee, and

to maintain a checking account for the committee at each

such depository. All contributions received by such committee

must be deposited in such account. No expenditure may be made

except by check drawn on such accounts other than petty cash

expenditures.

2 U.S.C. S 432(c)(1) and (3) require, in part, that a

treasurer of a political committee keep a detailed and exact

account of all contributions made to the committee and all

expenditures made by the committee. 2 U.S.C. S 434(b)(6)

requires that a political committee disclose the total amount

of proceeds from the sale of tickets and the sale of items



savings account, a non-designated depository containig unon

dues and assessment. (See Part A for discussion of cmmngnling,

* violation). Subsequent to the deposit of these funds,#, CO

Guam withdrew $1,972.66 from the State Council's savings acoo*ntl t

W cover the cost of raffle prizes. Net proceeds from the saleof o

raffle tickets were then transmitted to MNPL, MNPL did not diwlO

the total amount of proceeds from the sale of fundraising items,

nor expenditures made to cover the cost of raffle activities.

Based upon the foregoing, the Commission, on March 25, 1981,

o found reason to believe that MNPL violated 2 U.S.C. SS 437b(a)(2),

cm 434(b)(6) and (11) and 432(c)(1) and (3).

4Documentation obtained from CSCM in the conduct of the

audit reveals that the practice and intent of CSCM was to expend

a portion of committee funds received from the sale of raffle

tickets (i.e., voluntary funds) to defray the costs associated

with raffle activities. See Attachment I. Since these funds

were deposited in and withdrawn from a non-designated depository

(i.e., CSCM's general treasury savings account) for MNPL, MNPL

violated 2 U.S.C. S 437b(a)(2).



'which seks to ensure that l funds that individuals contrbu

for use in connection with federal election campaigns can be

readily accounted for by those who examine th public record.

Based on the foregoing, the Office of General Counsel

recommends that the Commission find probable cause to believe

O that MNPL violated 2 U.SC. S 432(c)(1) and (3), S 434(b)(6)

" and (11), and S 437b(a)(2).

0
III. General Counsel's Recommendations

1. Find probable cause to believe that the Machinist

Non-Partisan Political League violated 2 U.S.C. S 441b(a).

2. Find probable cause to believe that the Machinists

Non-Partisan Political League violated 2 U.S.C. S 434(b)(6).

3. Find probable cause to believe that the Machinists

Non-Partisan Political League violated 2 U.S.C. S 434(b)(11).

4. Find probable cause to believe that the Machinists

Non-Partisan Political League violated 2 U.S.C. S 432(c)(1)

and (3).

5?
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to Dear Sir and Brother:

qr Enclosed please- S
5, 1977, in the amount
from our Annual ,XMPL T

_ , 1ae s i s in1 s ,

I em also reeuestinr that $1 ,rerese.tin 25% of
the total itmount be credited tn otir i 1for theConncticut State Coi Tf chinistsc. Our present balance
should be a* RM-Ih5eTV $793.36 and ith the above beins cre-.
cited to it, the new balance should be approximately $ 2,209,61

If there are any further nuestions or information needed
please feel free to contact this office.

Th tnk you.

! ith best wishes, I remain

Fraternally yours,

A

Tlomas L. Cassidy, Secy.-T a,
Connecticut State Council

Machinists, AFL-CIO

TLC/cmo

Encl. 2

New Britain, Connecticut 06051

a
'B

C

0

C."

A

59 Arch Street Vega Building Telephone (203) 224.2661



Thank you.

Albeit Gonzalez
President

ART PRESS 223-2797

0
N'



Enclosed please fii
$4,779.59 representing i
Raffle. A breakdown of

I am again requesting that$l,194.90 ofthit-money be cre-dited to our Special Account of theonnectict Sat Counciel
of Machinists this being the usial 25% of sales. This amount
with our present balance of $2,209.61 should bring our present
balance up to $3,404.51. If this is an incorrect balance,
please advise immediately.

If there are any further questions, or information needed,
please feel free to contact this office.

Thank you.

With best wishes, I remain

Fraternally yours,

Albert R. Gonzale
Dw 24 AI.-

Thomas L.

1C --Connectic
"1 . . " , * . 4" . . . C - '- -  M a c h ]

ARG/TLC/cmo -

L 7

Cassidy,
r-Treasurer,
"ut State Council of
Lnists, AFL-CIO

0
9 A Telephone (203) 224.2661

0j

59 Arch Street Vega Building, New Britain, Connecticut 06051



-. 127-04 1531-. .00 1.0O am

700 q , 26"5 680 800.0 1 8.48 v7 S.4 2 4

A 707 - 1, 8 Z a 242.00 44.6(A 497'90

7f 43 - ,9545 v458.90 '

782- C'.L 312 234.00 xo. 4 0 163.
4 902 - ~ 4.53 225.00 4.'5 ~140

4 966 - 1 149 75.00 13.46 5.6 63 -

Ln,# 983-1 110 219 50100 .9.10 40990'

~4 995 - 116 106 45.00 e.~-36:0 1~

-,, 1021- LC 851 229.00 41. 68-863.7,

m0/41137- . 1,211 60.00 .111.02 498.980

882 1249- 576 3 00.00 54.60 -2 4 05. 40
-# 1279 - / 3 .00 .0 .00---

"# 1335- -"7 1 7 80.00 14.56 v 65.44-' .

139 I'(; 139 27.00 4.91 22.09

1433 2 2099 700.00 127040 57260

,# 1474 "-p6 88 45.00 ..... ', .8 4

,- 1666 -1'76 312 134.00 2 4. 1) 109 61X

4" 1746 -- 1- 6,500 799.00 145.42 ~ '653.58 '

'1746-A - 2,037 776.00 141, .3 $ 634.77

%.A/1871 -I lX 1630 50.00 9.010. 40.9V-

41,882 '76 264 5.00 .1 -4. 09'

641913 - l537 .00 goo .00-

i41990 -V0 147 75.00 13."3 61.35--,

'42120 Ii(C 189 104.00 18 85.0

/2473 3.0W'42.4m

31 24,561 $ 5,843.00 1,.:.:, 4,779.59

Total Amount forwarded to National Machinists Non Partisan Political

League on September 8, 1978. Check No. 108607. This amount is to beQ

credited to each Local Lodge.



IL1746
# 1746
# 1871
# 1882
# 1913
0 1990
# 2120
# 2473

Totnls

170
139

2,099
88

312
6,500
2,037
1,630

264
5:17
147
189

26,:342

150
2,000
1,000

500
125
3(m)
10)
125

50

134
799
776

50
5
as

75
104

3

16
,126

215 '

120
215

21
47

3,193

685 Unsold and Unaccounted for In Now London Aroa:
# 144 - 25 Tickets
#1279 -125 Tickets
#1871 -235 Tickots
#1913 -300 Tickets

.. 235 tickots'aro in fact lost
.. 739 re unaccountdo for as of 7-14-78

A. Camaro, V1 P.

75
'39."

-.235

10

964' :. ' f

C)

10,000 pH4



Total Cash Rocolvod fom R .ff o.s" " 59841.00

Not Profit, 4,77O9eeo5e eeoeoeeoeooeeeeoo. eee .eoeo 4............ . ... oo............................,....o..... ,. ,

WINN1IRM: 1.4t. P ri o o..o...oo Jnmos T. Dadcocke........oo # 8018
2511 ratcewocod Rond
Wat.bury, (:onn

" 'ml j 0, .. ... ...0)h * 00Eto i 6,.w-4k I. A it,1.... ...eo ..o.o#
•525 I4twrl. M.toi.

8102

3d'i l ieeoe... ... . LE. Strachan........e.... # 4207
10 Manstiold Avonue
Now Britain, Conn.

Pormits # 6600 (NIPD) Thomas L. Cas 4idy, Socy.-Treoa.
Connnetlctt Stnto CouiicI1 of ach mnixts
r5) Arch 14I1l ;
Now lItiiLn, C[a.j tL I:et. 016051
Tolophomto: 224-2661

* ,' " ."

0

ce z 7/



'After considering all the evidence available to the
Commission, the Offtice of General Counsel is prepared to
recommend that the Commission find probable cause to, believe
that a violation has occurred.

Submitted for your review is a brief stating the positiono of the General Counsel on the legal and factual issues of the
case. Within fifteen days of your receipt of this noticep you
may file with the Secretary of the Commission a brief (10 copies,

d if possible) stating your position on the issues and replying
to the brief of the General Counsel. (Three copies of such
brief should also be forwarded to the Office of General Counsel,
if possible.) The General Counsel's brief and any brief which
you may submit will be considered by the Commission before pro-
ceeding to a vote of probable cause to believe a violation has
occurred.
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t1h* a ecretary of the Coumission. It in pro0,
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Attachment: A ,L " d
Letter from International Assa
of Machinists and Aerospace Workers
dated April 17, 1981



taken
Legal
1981,

We. wish to advii'e you that the ,Committee has already corrected or
steps to correct the items outlined in the General Counsel1Is Factual and
Analysis, pursuant to its coplance with the A it Division'Is MArch 11,
Interim Report, and recoiamuxat.os.

Sincerely,

Jos. P. Mamers

GMy: ALS C Cwt4S

By' ASSISTANT GDUAL& COUSM

AB/rja

cc: Poulin
Holayter.
Dow

F47[0 PITY oRANZ

.b6

*1~~



o. ohn Warrn

01 Federal Election Comussion

C g ag1325 K Street, N.W.
Washington, D.C. M

o. r:1111 0



Dear Mr. Manners:

The Office of Gena er Co
request for an exnsionof t 0 r*o#Q t

V ~commission'Is f ina~rxg:-,of eson to, blieVe*I MUR 135
saw Based on the information I your letterp w are oanti;

the requested extension, Accordinglyr we will expect
your response by April 17, 19819

0 If you have any.questions, please contact Beverly
Brown at 202/523-4529. ..... 4'< "0
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,ed letter regarding an extnion of time

-Chairman McGarry's lffice n4 then pr*54

,y of the Commission. It is provided for

ATTACHMENT:
Letter t.*Y~K.1

V t 89 t 41 % "V I t



Mrh31, -I81

Re: .R 1356

Mr. John Warren tCG rry
Chairmuan
Federal Election Comssion
Washington, D.C. 20463

Dear Chairman. MoWarry:

We are writing in response to your letter of March 26, 1981, to
W Mr. Howard F. Dow, Treasurer, Machinists Nonpartisan Political League. (M4PL) setting

forth the Federal Election Comission's determination that there is reason to
ubelieve that the Machinists Nonpartisan Political League violated Sections

V441b(a), 432(b), 437b(a)(2), 434(b)(6), 434(b)(11), and 432(c)(1) and (3) of

the Federal Election Campaign Act of 1971, as amended ("the Act").

As provided for in the Act, the MNPL intends to submit to the Commis-

sion factual and/or legal materials which it believes will be relevant to the
o Comunission's consideration of this matter. Previous staff conmitments, however,

" will make it impossible for the M4PL to submit this material within 10 days of

oits receipt of your March 26, 1981, letter. Accordingly, we request an extension

of time until April 17, 1981, which is 15 business days from the MNPL's receipt of

your letter.

We will greatly appreciate your c erati of this request and look

forward to hearing from you or a member of y staff near future.

Sincerel

OUNSEL

JPM/rja

cc: Poulin

PI RANIZE 4 *
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Mr. John Warren McGarry
Chairman
Federal Election Comission
Washington, D.C. 20463
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on March 25 , 1981, the Federal Election Commission
determined that there is reason to believe that your
committee violated sections 44lb(a), 432(b), 437b(a)(2),

0 434(b)(6), 434(b)(11) and 432(c)(1) and (3) of the Federal
Election Campaign Act of 1971, as amended ("the Act").
The General Counsel's factual and'legal analysis, which
formed a basis for the Commission's finding, is attached
for your information.

Under the Act, you have an opportunity to demonstrate
that no action should be taken against you. Please submit
any factual or legal materials which you believe are relevant
to the Commission's consideration of this matter. Your
response should be submitted within ten days of your receipt
of this letter. Where appropriate, statements should be
submitted under oath.

In the absence of any additional information which
demonstrates that no further action should be taken against
your committee, the Commission may find probable cause to
b.elieve that a viokabion has occurred and proceed with
formal conciliation. Of course, this does not preclude
the settlement of this matter through informal conciliation
prior to a finding of probable cause to believe, if you so
desire.

'
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" General Counsel's Factual and Legal Analysis
Procedures
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On December 8, 1980. the Audit Division referred this
NOW. matter to the office of General Counsel as a result of

findings made during the audit of the Machinists Non-Partisan
Political League ("MNPL5 ) and the review of records maintained
at three of its field offices. / The audit covered the

1/ All cites noted herein refer to the Federal Election
0 Campaign Act of 1971 (Pub. L. No. 94-283) and the

Title 11 Code of Federal Regulations prior to the
1979-80 amendments.

2/ Since a significant portion of contributions to MNPL are
raised and recorded at the local, district, and state
council level, the audit staff determined that a review
of records maintained at the field level would be necessary
to test MNPL's overall compliance with the Act and
Commission Regulations. Accordingly, the audit staff
selected the following for review, based upon their
relatively large proportion of receipts raised for MNPL:

1) Connecticut State Counsel of Machinists (CSCM)
New Britain, CT;

2) Ohio State Council of Machinists (OSCM)
Cleveland, OH; and

•3) International Association of Machinists -
District-15 (IAM-15) New York, NY.



2) 2 U.Sc. S 432(b) by commingling funds of a
political committee with the personal funds of
committee officers;

3) 2 U.S.C. S 437b(a)(2) by making expenditures
on behalf of MNPL from a non-designated campaign
depository;

4) 2 U.S.C. S 432(c)(1) and (3) by failing to keep a0 detailed and exact account of all contributions
made to or for MINPL and all expenditures made by

V or on behalf of MNPL:
0 5) 2 U.S.c. S 434(b)(6) by failing to disclose the
N total amount of proceeds from the sale of ticketsand other fundraising items; and

6) 2 U.S.c. S 434(b)(11) by failing to disclose the
total sum of expenditures made by a political
committee.

FACTUAL AND LEGAL ANALYSIS

A. Commingling of Voluntary and Union Treasury Funds

2 U.S.C. S 441b(a)*states, in relevant part, that itis unlawful for any labor organization to make a contribution
or expenditure in connection with any federal election. Forpurposes of this section, the terms "contribution or expenditure"
are broadly defined to include "any direct or indirect payment,distribution, loan, advance, deposit or gift of money, or any
services or anything of value..." 2 U.S.C. S 441b(b)(2).



E tn addition, the audit of the International Association,
of Machinists - District 15 (IA -15) revealed, through
V discussion with one IA official, that collections from
local events (e.g., sale of $1.00 raffle tickets) are

W rec'eived drawn on ldcal union treasury accounts and
are commingled with union treasury funds at the district,.
level prior to transmittal to MNPL. 4/

Based upon the foregoing facts, the Office of General
iCounsel recommends that the Commission find reason to believe

that MNPL violated 2 U.S.C. S 441b(a) by commngling individual
o voluntary contributions with treasury funds in accounts main-

tained for use in connection with federal elections.

O B. Commingling of Personal Funds With Funds of a Political
Committee

V
2 U.S.C. S 432(b) provides that all funds of a political

committee shall be segregated from, and may not be commingled
with, any personal funds of officers, members, or associates
of such committee.

Based upon conversation with officials from two IAM
field offices, IAM-15 and the Ohio State Council of Machinists,
auditors determined that these field offices occasionally accepted
contributions which were transmitted by check drawn on the
personal accounts of collection agents (shop stewards).

3/ See Pipefitters Local Union No. 562 v. United States,
407 U.S. 385, 428-32 (1972)

4/ The audit staff was unable to determine the exact dollar
value of commingled funds due to the insufficiency of
records maintained by IAM-15.



2 U.S.C. S 432(c)(1) and (3) require, inpart, that a
treasurer of a political committee keep a detailed and exact
account of all contributions made to the committee and all

0 expenditures made by the committee. 2 U.S.C. S 434(b)(6)
requires that a political committee disclose the total amount
of proceeds from the sale of tickets and the sale of items

O for fundraising. 2 U.S.C. S 434(b)(11) provides that a
political committee must report the total amount of expenditures

04 made by a political committee.

During the review of records maintained at CSCM, the audit
staff determined that CSCM deposited the total collections from
the sale of raffle tickets ($12,525.00) into the State Council's
savings account, a non-designated depository containing union
dues and assessments. (See Part A for discussion of commingling
violation) Subsequent to the deposit of these funds, CSCM
withdrew $1,972.66 from the State Council's savings account to
cover the cost of raffle prizes. Net proceeds from the sale
of raffle tickets were then transmitted to MNPL. CSCM did not
advise MNPL of the total amount of contributions collected nor
of the associated expenditures for raffle prizes. As a result,
MNPL did not disclose the total amount of proceeds from the sale
of fundraising items, nor expenditures made to cover the cost
of raffle prizes.

Based upon the foregoing, the Office of General Counsel
recommends that the Commission find reason to believe that
MNPL has violated 2 U.S.C. S 437b(a)(2), S 434(b)(6) and (11),
and S 432(c)(1) and (3).



S. Find reason to believe that the lfahinists
Political League violated 2 U.S.C. 434(b),(11)0

6. rind reason to believe that the Machinists
Political League violated 2 U.S.C. SS 432(c)(1) and

0
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Following review of the information which generated the-
MUR, a recommendation on how to proceed on the matter, which
shall include preliminary legal and factual analysis, ahd ,. Anyll
information compiled from materials available to the COrmis.o'n
shall be submitted to the Commission. This initial report
shall recommend either: (a) that the Commission find r"aso
to believe that a possible violation of the Federal Electiow
Campaign Act (FECA) may have occurred or is about to occur
and that the Commission conduct an investigation of the matteri
or (b) that the Commission find -no reason --to believe that
a possible violation of the FECA has occurred and that the.
Commission close the file on the matter.

Thereafter, if the Commission decides by an affirmative
C vote of four (4) Commissioners that there is reason to believe

that a violation of the Federal Election Campaign Act (FECA)
has been committed or is about to be committed, the Office
of the General Counsel shall open an investigation into the
matter. Upon notification of the Commission's finding(s),

N within 15 days a respondent(s) may submit any factual or legal
materials relevant to the allegations. During the investigation,

0the Commission shall have the power to subpoena documents, to
subpoena individuals to appear for depositions, and to order
answers to interrogatories. The respondent(s) may be contacted
more than once by the Commission in its investigation.

' --- "-' . . .. . .-... , .. 1-..77



Find Reason to Believe that the
Non-Partisan Political League vi
2 U.S.C. S 44b(a).

Find Reason to Believe that the
Non-Partisan Political League v
2 U.soC. S 432(b) and take no ft
action.

3. Find Reason to Believe that the Machinists
Non-Partisan Political League violated
2 U.S.C. S 437b(a)(2).

4. Find Reason to Believe that the Machinists
Non-Partisan Political League violated
2 U.S.C. S 434(b) (6).

5. Find Reason to Believe that the Machinists
Non-Partisan Political League violated
2 U.S.C. S 434(b) (11).

6. Find Reason to Believe that the Machinists
Non-Partisan Political League violated
2 U.S.C. SS 432(c) (1) and (3).

7. Approve and send the letter and General
Counsel's Factual and Legal Analysis,
attached to the First General Counsel's
Report dated 3-20-81.

Attest:

0/

Marjorie W. Emons
Sretary to the Commuission

Received in Office of Commission Secretary:
Circulated on 48 hour vote basis:

3-20-81, 2:59
3-23-81, 11:00
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RELEVANT STATUTE . 2 U.S.C. S 44lb(a)
__2 U -S.-C. 5 4 32tb)

2 U.'S.C. 5, 417b(a)(2)
2 'U.S,. S 432(c)(l')and (3)
2 U.S.C. S 434(b)(6) and (11)

INTERNIAL REPORTS CHECKCED: Interim Audit Report -Machinists

Non-Partisan Political Leaguae

LI'DRL AGENCIES CHECK(ED: None

GENERATION OF MATTER

On December 8, 1980, the Audit Division referred this matter
to the Office of General Counsel as a result of findings made

O during the audit of the Machinists Non Partisan Political. 'League
("L*JPL") and the review of records maintained at three of its
field offices. 2/ (See Attachment #1) The audit covered the

1/ All cites noted herein refer to the Federal Election
Campaign Act of 1971 (Pub, L. No, 94-283) and the
Title 11 Code of Federal Regulations prior to the
1979-80 amendments.

2/ Since a significant portion of contributions to MNPL are
raised and recorded at the local, district, and state
council level, the audit staff determined that a review
of records maintained at the field level would-be necessary
to test MNPL's overall compliance with the Act and
Commission Regulations. Accordingly, the audit staff
selected the following for review, based upon their
relatively large proportion of receipts raised for MNPL:

1) Connecticut State Counsel of Machinists (CSCM)
New Britain, CT;

2) Ohio State Council of Machinists.(05CM)
Cleveland, OH; and

3) International Association of Machinists-
District-15 (1A14-15) New York, NY.

22



The referral of the Audit Division alleges that MNPZ,
the separate segregated fund established by the I ternational
Machinists and Aerospace Workers (lAM), has violated:,

1) 2 U.S.C. S 44lb(a) by commingling voluntary and
union treasury funds in accounts maintained for
use in connection with federal elections;

2) 2 U.S.C. S 432(b) by commingling funds of a
political committee with the personal funds of
committee officers;

3) 2 U.SoC. S 437b(a)(2) by making expenditures
on behalf of MNPL from a non-designated campaign
depository;

o 4) 2 U.S.C. S 432(c)(1) and (3) by failing to keep a
detailed and exact account of all contributions

wmade to or for MNPL and all expenditures made by
or on behalf of MNPL:

5) 2 U.S.C. S 434(b)(6) by failing to disclose the
total amount of proceeds from the sale of tickets

*and other fundraising items; and

6) 2 U.S.C. S 434(b)(11) by failing to disclose the
total sum of expenditures made by a political
committee.

FACTUAL AND LEGAL ANALYSIS

A. Commingling of Voluntary and Union Treasury Funds

2 U.S.C. S 441b(a) states, in relevant part, that it
is unlawful for any labor organization to make a contribution
or expenditure in connection with any federal election. For
purposes of this section, the terms "contribution or expenditure"
are broadly defined to include "any direct or indirect payment,
distribution, loan, advance, deposit or gift of money, or any
services or anything of value..." 2 U.S.C. S 441b(b)(2).



During the review of records maintained at the C....~i.t
State Council of Machinists (CSCt4)f the auditors detrmine
that collections totaling $12,525.00 (from the sale of raff~le
tickets at the local and district level during 1977 and.09)
were deposited into and commingled with union treasury find
at CSCM prior to transmittal to MNPL.

In addition, the audit of the International Association
of Machinists - District 15 (IAM-15) revealed, through

W discussion with one IAM official, that collections from
local events (e.g., sale of $1.00 raffle tickets) are
received drawn on local union treasury accounts and
are commingled with union treasury funds at the district
level prior to transmittal to MNPL. 4/

Based upon the foregoing facts, the Office of General
Counsel recommends that the Commission find reason to believe
that MNPL violated 2 U.S.C. S 441b(a) by commngling individual
voluntary contributions with treasury funds in accounts main-
tained for use in connection with federal elections.

: B. Commingling of Personal Funds With Funds of a Political
Committee

02 U.S.C. S 432(b) provides that all funds of a political
committee shall be segregated from, and may not be commingled
with, any personal funds of officers, members, or associates
of such committee.

Based upon conversation with officials from two IAM
field offices, IAM-15 and the Ohio State Council of Machinists,
auditors determined that these field offices occasionally accepted
contributions which were transmitted by check drawn on the
personal accounts of collection agents (shop stewards).

3/ See Pipefitters Local Union No. 562 v. United States,
407 U.S. 385, 428-32 (1972)

4/ The audit staff was unable to determine the exact dollar
value of commingled funds due to the insufficiency of
records maintained by IAM-15.

)



-C. Fundraising Receipts and Expenditures

2 U.S.C. S 437b(a)(2) requires the treasurer of each
political committee to designate one or more national or
state banks as campaign depositories of such committee,, nd
to maintain a checking account for the committee ateach

U such depository. All contributions received by such committee
must be deposited in such account. No expenditure may be made
except by check drawn on such accounts other than petty cash
expenditures.

2 U.S.C. S 432(c)(1) and (3) require, in part, that a
treasurer of a political committee keep a detailed and exact

o account of all contributions made to the committee and all
expenditures made by the committee. 2 U.S.C. S 434(b)(6)

V requires that a political committee disclose the total amount
of proceeds from the sale of tickets and the sale of itemsoD for fundraising. 2 U.S.C. S 434(b)(11) provides that a

N political committee must report the total amount of expenditures
made by a political committee.

During the review of records maintained at CSCM, the audit
staff determined that CSCM deposited the total collections from
the sale of raffle tickets ($12,525.00) into the State Council's
savings account, a non-designated depository containing union
dues and assessments. (See Part A for discussion of commingling
violation) Subsequent to the deposit of these funds, CSCM
withdrew $1,972.66 from the State Council's savings account to
cover the cost of raffle prizes. Net proceeds from the sale
of raffle tickets were then transmitted to MNPL. CSCM did not
advise MNPL of the total amount of contributions collected nor
of the associated expenditures for raffle prizes. As a result,
MNPL did not disclose the total amount of proceeds from the sale
of fundraising items, nor expenditures made to cover the cost
of raffle prizes.

Based upon the foregoing, the Office of General Counsel
recommends that the Commission find reason to believe that
MNPL has violated 2 U.S.C. S 437b(a)(2), S 434(b)(6) and (11),
and S 432(c)(1) and (3).

13



4. Find reason to believe that the M.achinlists Non
r

...

Political League violated 2 U.S.C. S 434(b)(6).

5. Find reason to believe that the Machinists NOn-Pa tt

Political League violated 2 U.S.C, S 434(b)(11).

6. Find reason to believe that the Machinists Nor- P* ar
Political League violated 2 U.S.C. SS 432(c)(1) and (3).

7. Approve and send the attached letter with enclosed

General Counsel's Factual and Legal Analysis.

o

Attachments

Attachment #1 - Referral from the Audit Division
C Attachment #2 - Letter to Mr. loward F. Dow

with enclosed General Counsel's
Factual and Legal Analysis

q/



forwaraing tunas to its azii* only
funds subject to the prohibitions and
limitations of the Act shall be deposte.d
into such account. if any disbusent
is made from the account, other *ha*R
transfer of funds to an affiliated
committee, the account shall be c..ied
a depository of the recipient affiated
political committee and all activity of
that account shall be reported; or

(2) Transmit contributions which it has collected
as a fundraising agent either by money order,
cashier's check or similar instrument with-

0 out depositing such contributions in any
account prior to the transfers.

During our review of records at the three (3) IAM
O field offices, the Audit staff determined that:

a) at the International Association of Pachinists -
*District 15 (IAM-15), according to an IAM official, some collections

from events held at the local level (usually from the sale of
$1.00 raffle tickets) are received drawn on local union treasury
accounts, and are commingled with union funds at the district
level, prior to transmittal to the Committee. Due to insufficient
records maintained by IAM-15, the Audit staff was unable to
determine the exact dollar value of commingled contributions.

b) at the Connecticut State Council of Machinists
(CSCM), collections totaling $12,525.00, from the sale of raffle
tickets at the local and district level during 1977 and 1978, were
deposited into and commingled with union funds at CSCM prior to
transmittal to the Committee.

U



3. Expenditures Not Made From C maign DgippitoEXY

During the period covered by the audit, Section
437b(a) (2) of Title 2, United States Code, required, in par#,
that the treasurer designate one (1) or more national or State
banks as campaign depositories and shall maintain a check ing
account for the committee at each depository. No expenditure
may be made by the committee except by check drawn on such

o accounts, other than petty cash expenditures.

During our review we determined that CSCM
deposited the total collections from the sale of raffle tickets

O ($12,525.00) into the State Council's savings account, a non-
designated depository, and subsequently paid for raffle prizes

Ntotaling $1,972.66 by withdrawing funds from the account, prior
to transmitting the net proceeds on to the Committee. (See next
finding for the impact of these transactions on the Committee's
disclosure.)

4. Accounting for Fundraising Receipts
and Expenditures

During the period covered by the audit, Section
432(c) (1) and (3) of Title 2 of the United States Code, required,
in part, that a treasurer of a political committee keep a detailed
and exact account of all contributions made to the committee and
all expenditures made by the committee. During the period
covered by the audit, Section 434(b)(6) required that a political
committee disclose the total amount of proceeds from the sale
of tickets and the sale of items for fundraising. During the
period covered by the audit, Section 434(b)(11) also stated that
a political committee should report the total amount of expendi-
tures made by the committee.





Mr, Hloward F9 Dow, TretsuErer_-
Machinists Non-Partisan ,PQ ..tcQ&1
League

1300 Connecticut Avenue, W a fo
Suite 413

Er Washington# D.:C. 20036

REt MUIR1~ 356

Dear Mr. Dow:

On , 981,t the Federal Election Com~mission
determined that there is reason to believe that your
committee violated sections 441b(a), 432(b), 437b(a)(2)r.
434(b)(6) 434(b)(11) and 432(c)(1) and (3) of the Federal
Election Campaign Act of 1971, as amended (the Act").
The General Counsel's factual and legal analysis, which
formed a basis for the Commission's findingl, is attached
for your information.

Under the Act, you have an opportunity to demonstrate
that no action should be taken against you. Please submit
any factual or legal materials which you believe are relevant
to the Commission's consideration of this matter. Your
response should be submitted within ten days of your receipt
of this letter. Where appropriate, statements should be
submitted under oath.

In the absence of any additional information which
demonstrates that no further action should be taken against
your committee, the Commission may find probable cause to
believe that a violation has occurred and proceed with
formal conciliation. Of course, this does not preclude
the settlement of this matter through informal conciliation
prior to a finding of probable cause to believe, if you so
desire.

7



General Counsel's Factual and Legal Analysis
t" Procedures
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GENERAT'ION OF' MATTER

On December 8, 1980, the Audit Division referred this
matter to the Office of General Counsel as a result of
findings made during the audit of the Machinists Non-Partisanr Political League ("MNPL") and the review of records maintained
at three of its field offices. 2/ The audit covered the

1/ All cites noted herein refer to the Federal Election
O Campaign Act Of 1971 (Pub. L. No. 94-283) and the

Title 11 Code of Federal Regulations prior to the
0 1979-80 amendments.

2/ Since a significant portion of contributions to MNPL are
raised and recorded at the local, district, and state
council level, the audit staff determined that a review
of records maintained at the field level would be necessary
to test MNPL's overall compliance with the Act and
Commission Regulations. Accordingly, the audit staff
selected the following for review, based upon their
relatively large proportion of receipts raised for MNPL:

1) Connecticut State Counsel of Machinists (CSCM)
New Britain, CT;

2) Ohio State Council of Machinists (OSCM)
Cleveland, OH; and

3) International Association of Machinists -

District-15 (IAM-15) New York, NY.



2) 2 U.s.c. S 432(b) by commingling funds.,of a
political committee with the personal funds of

In committee officers;

3) 2 U.S.C. $S437b(a)(2) by making expenditures
on behalf of MNPL from a non-designated campaign
depository;

4) 2 U.S.C. S 432(c)(l) and (3) by failing to keep a
O detailed and exact account of all contributions

made to or for MNPL and all expenditures made by
or on behalf of MNPL:

5) 2 U.S.C. S 434(b)(6) by failing to disclose the

%q total amount of proceeds from the sale of tickets
and other fundraising items; and

6) 2 U.S.C. S 434(b)(11) by failing to disclose the
total sum of expenditures made by a political
committee.

FACTUAL AND LEGAL ANALYSIS

A. Commingling of Voluntary and Union Treasury Funds

2 U.S.C. S 441b(a) states, in relevant part, that it
is unlawful for any labor organization to make a contribution
or expenditure in connection with any federal election. For
purposes of this section, the terms "contribution or expenditure"
are broadly defined to include "any direct or indirect payment,
distribution, loan, advance, deposit or gift of money, or any
services or anything of value..." 2 U.S.C. S 441b(b)(2).



In addition, the audit of the International Association,
of Machinists - District 15 (IAM-15) revealed, through
discussion with one IAM official, that collections from
local events (e.g., sale of $1.00 raffle tickets) are
received drawn on local union treasury accounts and
are commingled witW union treasury funds at the district
level prior to transmittal to MNPL. 4/

Based upon the foregoing facts, the Office of General
Counsel recommends that the Commission find reason to believe

0 that MNPL violated 2 U.S.C. S 441b(a) by commngling individual
voluntary contributions with treasury funds in accounts main-
tained for use in connection with federal elections.

o B. Commingling of Personal Funds With Funds of a Political
Committee

2 U.S.C. S 432(b) provides that all funds of a political
committee shall be segregated from, and may not be commingled
with, any personal funds of officers, members, or associates
of such committee.

Based upon conversation with officials from two IAM
field offices, IAM-15 and the Ohio State Council of Machinists,
auditors determined that these field offices occasionally accepted
contributions which were transmitted by check drawn on the
personal accounts of collection agents (shop stewards).

3/ See Pipefitters Local Union No. 562 v. United States,
407 U.S. 385, 428-32 (1972)

4/ The audit staff was unable to determine the exact dollar
value of commingled funds due to the insufficiency of
records maintained by IAM-15.



2 U.S.C. S 432(c)(1) and (3) require, in part, that a
treasurer of a political committee keep a detailed and exact

oD account of all contributions made to the committee and allexpenditures made by the committee. 2 U.S.C. S 434(b)(6)
requires that a political committee disclose the total amoyint
of proceeds from the sale of tickets and the sale of itemsO for fundraising. 2 U.S.C. S 434(b)(Il) provides that a

V political committee must report the total amount of expenditures
made by a political committee.

During the review of records maintained at CSCM, the audit
staff determined that CSCM deposited the total collections from
the sale of raffle tickets ($12,525.00) into the State Council's
savings account, a non-designated depository containing union
dues and assessments. (See Part A for discussion of commingling
violation) Subsequent to the deposit of these funds, CSCM
withdrew $1,972.66 from the State Council's savings account to
cover the cost of raffle prizes. Net proceeds from the sale
of raffle tickets were then transmitted to MNPL. CSCM did not
advise MNPL of the total amount of contributions collected nor
of the associated expenditures for raffle prizes. As a result,
MNPL did not disclose the total amount of proceeds from the sale
of fundraising items, nor expenditures made to cover the cost
of raffle prizes.

Based upon the foregoing, the Office of General Counsel
recommends that the Commission find reason to believe that
MNPL has violated 2 U.S.C. S 437b(a)(2), S 434(b)(6) and (11),
and S 432(c)(1) and (3).



5. Find reason to believe that
Political League violated 2 Ur .c. S

6. Find reason to believe that
Political League violated 2 U.S.C. S$
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